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REDUCE 

Price 
Rs 68 

Target Price
Rs 62

Sensex              16,741 

Price Performance 
(%) 1M 3M 6M 12M 

Absolute 0  6  142  147  

Rel. to Sensex 0  (3) 65  28  
Source: Capitaline 

Stock Details 
Sector IT Services

Reuters NIIT.BO
Bloomberg NIIT@IN

Equity Capital(Rs mn) 330

Face Value(Rs) 2

52 Week H/L 77/14
Market Cap(Rs bn//US$ mn) 11/236

Daily Avg Volume (No of shares) 8385940

Daily Avg Turnover (US$) 12.5

Shareholding Pattern (%) 
(30th Sept’09) 

Promoters 34.0
FII/NRI 17.7

Institutions 11.9

Private Corp. 12.6

Public 23.8

NIIT Ltd 
 Maintain REDUCE with a target of Rs 62 
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NIIT reported Q2FY10 revenues at Rs 3597 mn (+16.2% YoY) ~10% higher than 
our expectations driven by one time H/W sales in the SLS during the quarter. 
Further operating profits at Rs 495 mn (+22% YoY) also beat expectations 
driven by higher revenues. 

Revenue performance in the retail training business was in line with our 
expectations ( in our view it still is lagging per co guidance and hence makes it 
a slightly tough task for the company to meet the annual guidance of ~10% YoY 
growth, note that we build in only ~7% YoY growth here). However margin 
performance in the ILS business continue to surprise positively with operating 
margins from the segment up by 140 bps sequentially at 27%, the highest ever. 

Co has posted a 4.3% YoY growth in Net revenues in the retail training 
business, implying an asking rate of ~16% YoY growth for H2FY10, a tough ask 
in our view. We leave our estimates at ~7% growth for FY10, implying ~10.6% 
YoY growth for H2FY10 

Better margin performance in CLS and retail training business lead a raise in 
our FY10/FY11 EBITDA by ~2.4%/5.2% respectively. However we maintain our 
FY10 EPS estimates at Rs 4.1 while raise our FY11 EPS estimates marginally by 
~3.6% to Rs 4.3. 

Co plans to raise Rs 2.3 bn through a combination of preferential issue 
warrants which is positive in our view as that prepares the company well for the 
slew of PPP projects that would come up over H2FY10/FY11.  

Maintain REDUCE with a revised target price of Rs 62 (Rs 56 earlier) based on 
13.5x 1 year rolling forward earnings, average of 5 year 1 year P/E multiple.      

ILS revenue performance lower than co guidance 

NIIT reported revenues of Rs 1311 mn, up 7% YoY and in line with our expectations 
though lower than the co guidance. Note that the co has guided for ~10% YoY growth 
in revenues from the retail training business, thereby implying a 16% YoY growth for 
H2FY10 after a dismal 4.2% YoY growth for H1FY10. However co’s margin 
performance is credible with co reporting ~140 bps increase in operating margins to 
27, the highest ever in the past 4 years. Although the company maintained it’s target 
of achieving 10% YoY growth in ILS, we remain lower at ~7% YoY growth for FY10 
and assuming a pickup only in FY11 as we building ~13% YoY growth. 

Margins are the real surprise 

NIIT’s operating margin performance has been credible over the past 2 quarters with 
the company not only being able to hold but increase margins in the retail IT training 
business but also implementing cost controls in the corporate training business which 
has offset the revenue headwinds from the segment. (refer table below for segmental 
margins)      

Maintain REDUCE with a revised TP of Rs 62 

We have revised our FY10 revenue, margin estimates by ~3% however our EPS 
estimates remain largely unchanged offset by higher depreciation assumption. 
However for FY11, we raise our revenue, EBITDA and EPS estimates by ~1%, 5.2% 
and 3.6% respectively. We maintain REDUCE with a revised target price of Rs 62, 
based on 13.5x 1 year rolling forward P/E multiple (V/s Rs 56 earlier). We had cut our 
rating to REDUCE in July’09 citing fuller valuations and we believe that the stock 
price performance has remained in line with expectations with NIIT underperforming 
peers as well as broader markets.   

  

 
Manik Taneja 
manik.taneja@emkayshare.com  
+91 22 6612 1253 
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Segmental Revenue  
Breakup Q1FY09 Q2FY09 Q3FY09 Q4FY09 Q1FY10 Q2FY10 

Individual 854 1224 870 1035 856 1311 

% to sales 32.9 39.5 31.2 34.4 32.8 36.4 

YoY growth 34% 26% 19.5% 15.0% 0.2% 7.1% 

Institutional 252 320 370 442 359 878 

% to sales 9.7 10.3 13.3 14.7 13.8 24.4 

YoY growth 42% 32% 74% 17% 42% 174% 

Corporate including  
Element K 1400 1447 1461 1481 1345 1345 

% to sales 53.9 46.8 52.4 49.2 51.5 37.4 

YoY growth 0% 3% 7% 11% -4% -7% 

New Business 90 104 87 50 50 63 

% to sales 3.5 3.4 3.1 1.7 1.9 1.8 

YoY growth 104.5% 36.8% 14.5% -55.4% -44.4% -39.4% 

Net sales 2596 3095 2788 3008 2610 3597 

YoY growth 15.2% 14.5% 16.8% 10.4% 0.5% 16.2% 

       

Segmental EBITDA 
breakup Q1FY09 Q2FY09 Q3FY09 Q4FY09 Q1FY10 Q2FY10 

Individual EBITDA 151 313 165 238 160 354 

Individual EBITDA, % 17.7 25.6 19.0 23.0 18.7 27.0 

Institutional EBITDA 34.6 44.0 55.0 80.0 66.0 78.0 

Institutional EBITDA 
mgns, % 13.7 13.8 14.9 18.1 18.4 8.9 

Corporate EBITDA 3 43 43 95 102 106 

Corporate EBITDA mgns, 
% 0.2 3.0 2.9 6.4 7.6 7.9 

New Business EBITDA 2 6 -33 -48 -42 -43 

New Business EBITDA 
mgns, % 2.2 5.8 -37.9 -96.0 -84.0 -68.3 

Company wide 
Operating profits 190.6 406.0 230.0 365.0 286.0 495.0 

Company wide EBITDA 
margins,% 7.3 13.1 8.2 12.1 11.0 13.8 

Source: Company, Emkay Research 
 

 

In Rs mn Q2FY10 Q1FY10 QoQ (%) Q2FY09 YoY(%) 

Net sales 3597 2610 37.8% 3095 16.2% 

Total Income 3,597 2,610  3,095  

Operating expenses 3102 2324  2689  

EBITDA 495 286 73.1% 406 21.9% 

Margins (%) 13.8 11.0  13.1  

Depreciation 198 168  146  

EBIT 297 118 151.7% 260 14.2% 

Margins (%) 8.3 4.5  8.4  

Other income -78 -101  21  

Associates 81 56  89  

Pre-tax profit 219 17  281  

Tax provided 39 -26  73  

Profit after tax 180 43  208  

Emkay Net profit 261 99 163.6% 297 -12.1% 

EPS (Rs) 1.6 0.6  1.8  

 
NIIT reported higher revenues 
driven by H/w sales in the SLS 
segment     

 
NIIT’s operating margin 
expansion came in at 70 bps 
YoY V/s our expectations of 
~60 bps increase.     
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 1M 3M 6M 12M 

NIIT(%)     

Absolute 0 6 142 147 

Rel to Sensex 0 (3) 65 28 

Educomp(%)     

Absolute 6 13 82 165 

Rel to Sensex 5 4 24 37 

  FY10E   FY11E  

(in Rs mn, except EPS) Old New change Old New change 

Revenues 11773 12154 3.2% 13020 13154 1.0% 

EBITDA 1455 1500 3.1% 1654 1741 5.2% 

Net Profits 657 657 0.1% 685 710 3.6% 

EPS 4.0 4.0 0.1% 4.1 4.3 3.6% 

 
NIIT has underperformed 
both broader markets and 
peer Educomp over the 
past 1 month and past 3 
months.     

 
We are building ~7% YoY 
increase in ILS as compared 
to co outlook of ~10% YoY 
increase for FY10. To achieve 
per co guidance, ILS 
revenues would need to grow 
by ~16% YoY in H2FY10. 
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Financials 

Income Statement      Balance Sheet     
Y/E, Mar (Rs. m) FY08 FY09 FY10E FY11E  Y/E, Mar (Rs. m) FY08 FY09 FY10E FY11E 

Net Sales 10,068 11,487 12,154 13,154  Equity share capital 329 330 330 330 

Growth (%) 27 14 6 8  Reserves & surplus 3,691 4,479 4,995 5,453 

Total Expenditure (9,033) (10,295) (10,653) (11,413)  Minority Interest 15 6 6 6 

Growth (%) 26 14 3 7  Networth 4,035 4,815 5,331 5,789 

EBIDTA 1,035 1,192 1,500 1,741  Secured Loans 1,836 2,521 3,321 3,621 

Growth (%) 34 15 26 16  Unsecured Loans 221 960 960 961 

EBIDTA % 10.3 10.4 12.3 13.2  Loan Funds 2,057 3,481 4,281 4,582 

Other Income (7) (46) (339) (380)  Total Liabilities 6,092 8,296 9,613 10,371 

Depreciation 529 648 760 878  Goodwill 2,192 2,192 2,192 2,192 

EBIT 506 544 740 863  Gross Block 3,622 5,879 7,049 8,287 

Interest - - - -  Less: Depreciation 2,309 2,957 3,717 4,595 

EBT 833 806 700 797  Net block 3,505 5,114 5,524 5,884 

Tax (77) (104) (43) (87)  Capital WIP 476 476 476 476 

EAT 756 702 657 710  Investment 892 1,066 1,066 1,066 

Growth (%) 32 (7) (6) 8  Current Assets 4,578 5,688 6,619 7,984 

EAT (%) 7.5 6.1 5.4 5.4  Inventories 126 97 130 130 

      Sundry debtors 2,048 2,904 3,330 3,964 

      Cash & bank balance 799 747 798 1,082 

      Loans & advances 1,304 1,500 1,920 2,368 

      Other current assets 301 441 441 441 

      Current Liab & Prov 3,611 4,568 4,558 5,525 

      Current liabilities 3,190 4,122 4,011 4,867 

      Provisions 421 445 547 658 

      Net current assets 967 1,121 2,061 2,459 

      Misc exps 1 1 1 1 

      Deferred Tax 250 344 344 344 

      Total Assets 6,092 8,296 9,612 10,371 

           

Cash Flow FY08 FY09E FY10E FY11E  Key ratios FY08 FY09E FY10E FY11E 

Net Profit after Tax 756 702 657 710  EPS (Rs) 4.6 4.2 4.0 4.3 

Add : Depreciation (529) (648) (760) (878)  CEPS (Rs) 7.7 8.1 8.5 9.6 

Add : Misc exp w/off (1) (1) - -  Book Value Per Share (Rs) 24.3 28.8 32.1 34.9 

Net changes in WC (35) (24) (102) (111)  Dividend Per Share (Rs) 1.3 1.3 1.3 1.3 

Operational Cash Flows 1,518 1,049 529 1,560  Valuations Ratios (x)     

Capital expenditure (663) (2,397) (1,170) (1,238)  PER 15.9 17.1 18.3 16.9 

Investments - - - -  P/CEPS 14.0 13.3 12.6 11.3 

Investing Cash Flows (663) (2,397) (1,170) (1,238)  P/BV 3.0 2.5 2.3 2.1 

Borrowings (641) 1,424 800 301  EV/EBIDTA 12.8 12.4 10.3 - 

dividend paid (252) (252) (252) (252)  EV/Sales 1.3 1.3 1.3 - 

Issue of shares 507 (32) 32 0  M-Cap/sales 1.2 1.0 1.0 0.9 

Share Premium 364 8 - -       

Financing Cash Flows (792) 1,232 756 (40)  Profitability Ratios (%)     

changes in cash 63 (116) 114 282  RoCE 7.9 7.1 7.8 8.1 

Opening balance 736 799 747 798  RoNW 21.1 15.9 13.0 12.8 

Closing balance 799 747 798 1,082  EBITDA Margin 10.3 10.4 12.3 13.2 

      EBIT Margins 5.0 4.7 6.1 6.6 

      Net Profit Margin 7.5 6.1 5.4 5.4 
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The manner 
of circulation and distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may come are 
required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This 
report is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. No person associated with Emkay 
Global Financial Services Ltd. is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this document. The material is based upon 
information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Global Financial Services Ltd., nor any person connected 
with it, accepts any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own professional advice. Opinions expressed are 
our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be regulatory, compliance, 
or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. 
We and our affiliates, officers, directors, and employees world wide, including persons involved in the preparation or issuance of this material may; (a) from time to time, have long or short positions in, 
and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a 
market maker in the financial instruments of the company (ies) discussed herein or may perform or seek to perform investment banking services for such  company(ies)or act as advisor or lender / 
borrower to such company(ies) or have other potential conflict of interest with respect to any recommendation and related information and opinions. The same persons may have acted upon the 
information contained here. No part of this material may be duplicated in any form and/or redistributed without Emkay Global Financial Services Ltd.'s prior written consent. No part of this document 
may be distributed in Canada or used by private customers in the United Kingdom. In so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and 
completeness cannot be guaranteed. 
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