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In-line quarter, growth revival key 
Navneet Education (NEL) 3QFY14 results were in-line. 
Revenue grew by 7% YoY, EBITDA 14% and earnings 
10%. Publication revenue declined 4% YoY owing to 
lack of government order. Stationery segment 
revenue grew by strong 32% led by exports.  

In 9MFY14, NEL’s revenue grew by 8% YoY, earnings 
declined 1% (+3% adjusted for notional forex loss of 
~Rs 35mn). Absence of government order in 
Publication, paper cost inflation and notional forex 
loss impacted performance in 9MFY14.  

Nevertheless, the triggers (viz. syllabus change led by 
common curriculum evolution, government orders 
for supplementary books, expansion in Andhra 
Pradesh and Delhi-NCR) should support growth in 
FY15-16. Maintain estimates. Retain BUY with TP of 
Rs 68 (unchanged) at 12x FY15E EPS.  

 Publication – revenue disappoints : Segment 
revenue (60% of total) in 3Q declined 4% YoY (+5.5% in 
9M) to Rs 796mn. Government order for supplementary 
books contributed ~Rs 270mn in FY13 vs. nil in 9MFY14 
leading to moderation in growth. EBIT margin declined 
by 23bps in 3Q to 26.7%, flat in 9MFY14 at 34.7%.  

 However, with visibility on syllabus change in FY15 in 
Gujarat and FY16 in Maharashtra, we expect growth 
momentum to pick-up. Maharashtra contributes ~55% 
of segment revenue, rest from Gujarat. Further, NEL has 
completed the content creation for Standard I to VII 
CBSE textbooks. NEL looks to market them in states 
beyond Maharashtra and Gujarat with potential to 
make it a decent sized sub-segment. If successful, this 
would lead to additional growth. 

 Stationery – healthy performance led by exports :  
Revenue grew by healthy 32% to Rs 525mn (+14% in 
9MFY14). Rupee tailwind and robust export order led to 
growth. EBIT grew by 8x YoY in 3Q owing to part 
reversal of notional forex loss of ~Rs 33mn on export 
receivables. But, margins declined by 255bps YoY in 
9MFY14 due to rise in paper cost, competition in 
domestic business and notional forex loss. However, led 
by strong export orders from large retail chains in 
developed markets, we expect the segment to register 
~10-12% revenue growth with stable margins. 

 Valuation and view :  With robust earnings CAGR of 
15%, dividend yield of 3.5% (~50% payout), NPL is 
trading at attractive P/E of 11.3x/9.6x FY14/15E EPS. 
BUY with a TP of Rs 68 at 12x FY15E EPS. 

CONSOLIDATED FINANCIAL SUMMARY*  
YE March (Rs mn) 3QFY14 3QFY13 YoY (%) 2QFY14 QoQ (%) FY12 FY13 FY14E FY15E FY16E 

Net Sales 1,331 1,245 6.9 1,440 (7.6) 6,189 8,057 8,755 9,900 10,939 
EBITDA 261 228 14.2 265 (1.7) 1,313 1,913 2,074 2,445 2,745 
PAT 124 112 10.1 135 (8.4) 768 1,080 1,135 1,346 1,504 
Diluted EPS (Rs) 

     
3.3 4.5 4.8 5.6 6.3 

P/E (x) 
     

16.5 11.9 11.3 9.6 8.6 
EV / EBITDA (x) 

     
10.8 7.6 6.9 5.7 5.0 

RoE (%) 
     

22.5 27.7 25.2 26.1 25.4 
Source: Company, HDFC sec Inst Research * Quarterly numbers are standalone 

INDUSTRY EDUCATION 

CMP (as on 6 Feb 2014) Rs 54 

Target Price Rs 68 

Nifty 6,036 

Sensex 20,311 

KEY STOCK DATA 

Bloomberg  NELI IN 

No. of Shares (mn) 238 

MCap (Rs bn) / ($ mn) 13/207 

6m avg traded value (Rs mn) 7 

STOCK PERFORMANCE (%) 

52 Week high / low                   Rs 66/50 

 3M 6M 12M 

Absolute (%) 2.1 (0.7) (16.1) 

Relative (%) 4.9 (9.2) (19.5) 

SHAREHOLDING PATTERN (%) 

Promoters 61.80 

FIs & Local MFs 12.21 

FIIs 5.07 

Public & Others 20.92 

Source : BSE  
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STANDALONE QUARTERLY FINANCIALS SNAPSHOT 
(Rs mn) 3QFY14 3QFY13 YoY (%) 2QFY14 QoQ (%) 

Net Sales         1,331         1,245             6.9          1,440              (7.6) 

COGS             579             568             1.9             694           (16.5) 

Employee expenses             174             151           15.2             160               8.6  

SG&A exps             317             297             6.5             321              (1.4) 

Total cost         1,070         1,017             5.2          1,175              (9.0) 

EBITDA             261             228           14.2             265              (1.7) 

Depreciation               57               49           15.0               54               4.0  

EBIT             204             179           14.0             211              (3.1) 

Interest Cost               11                 9           29.9               16           (29.8) 

Other income               10               10            (2.0)                 7             38.0  

EO (gain)/loss                -                  -    
 

               -    - 

PBT             203             180           12.4             202               0.4  

Tax               79               68           16.0               67             18.5  

RPAT             124             112           10.1             135              (8.4) 

E/o (adj for tax)                -                  -    -                -    - 

APAT             124             112           10.1             135              (8.4) 

Source: Company, HDFC sec Inst Research 

 
MARGIN ANALYSIS 

As % of Net Sales 3QFY14 3QFY13 YoY (bps) 2QFY14 QoQ (bps) 

COGS (%) 43.5 45.7 (213) 48.2 (463) 

Employee expenses (%) 13.1 12.1 95 11.1 195 

SG&A cost (%) 23.8 23.9 (8) 22.3 149 

Total cost (%) 80.4 81.7 (126) 81.6 (119) 

EBITDA Margin (%) 19.6 18.3 126 18.4 119 

EBIT Margin (%) 15.3 14.4 96 14.6 71 

Net Profit Margin (%) 9.3 9.0 28 9.4 (8) 

Tax Rate (%) 38.9 37.7 123 33.0 592 

Source: Company, HDFC sec Inst Research 

 

 

QoQ numbers not comparable 
due to seasonal nature of the 
business 
 
Modest revenue growth YoY 
due to 4% decline in 
Publication business revenue 
owing to lack of government 
order 
 
Modest rise in SG&A cost due 
to reversal of forex loss of Rs 
33mn 
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SEGMENTAL QUARTERLY PERFORMANCE 
(Rs mn) 3QFY14 3QFY13 YoY (%) 2QFY14 QoQ (%) 9MFY13 9MFY14 % chg YoY 

Segmental Revenues 
     

   

 - Publication 796 831 (4.2) 984 (19.1) 4,071 4,294 5.5 

 - Stationery 525 398 31.8 439 19.5 2,100 2,393 14.0 

 - Others 9 16 (40.5) 17 (43.0) 64 42 (35.4) 

Total 1,331 1,245 6.9 1,440 (7.6) 6,236 6,728 7.9 

Segmental EBIT 
     

   

 - Publication 213 224 (5.0) 274 (22.2) 1,408 1,491 5.9 

 - Stationery 45 5 772.5 (16) (371.3) 244 217 (11.0) 

 - Others 1 (1) (200.0) 3 (80.8) 5 7 43.1 

Total 258 229 12.8 260 (0.7) 1,657 1,715 3.6 

EBIT Margin % 
     

   

 - Publication 26.7 27.0 (23) 27.8 (105) 34.6 34.7 16 

 - Stationery 8.5 1.3 720 (3.7) 1,221 11.6 9.1 (255) 

 - Others 5.3 (3.2) 848 15.8 (1,044) 7.9 17.5 963 

Total 19.4 18.4 101 18.0 135 26.6 25.5 (107) 

Source: Company, HDFC sec Inst Research 
 

REVISION IN ESTIMATES 

  
  

FY14E FY15E 

Revised Earlier % Chg Revised Earlier % Chg 

Revenue (Rs mn) 8,755 8,755 (0.0) 9,900 9,900 0.0 

EBITDA (Rs mn) 2,074 2,116 (2.0) 2,445 2,445 0.0 

EBITDA margin % 23.7 24.2 -52 bps 24.7 24.7 0 bps 

Adj PAT (Rs mn) 1,135 1,163 (2.4) 1,346 1,346 (0.0) 

Adj PAT margin 13.0 13.3 -34 bps 13.6 13.6 -1 bps 

O/s shares (mn) 238 238 0.1 238 238 0.1 

FDEPS (Rs) 4.8 4.9 (2.8) 5.6 5.6 0.9 

Source: HDFC sec Inst Research 
 

 
 

Marginal revision in FY14 
estimate owing to moderation 
in Publication business 
 

Decline in Publication revenue 
owing to absence of 
government order 
 
Strong exports revenue and 
rupee tailwind drives growth 
in stationery business 
 
Improvement in stationery 
margin led by reversal of forex 
loss of Rs 33mn  
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Publication segment : Revenue trend  Stationery segment : Revenue trend 

 

 

 

Source : Company, HDFC sec Inst Research  Source : Company, HDFC sec Inst Research 

 

 

 
Publication segment : EBIT trend  Stationery segment : EBIT trend 

  

 

 

Source : Company, HDFC sec Inst Research  Source : Company, HDFC sec Inst Research 

 

 

Stationery business 
witnessed high competitive 
pressure in the domestic 
market leading to lower 
margins in FY12 
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CONSOLIDATED INCOME STATEMENT  

(Rs mn) FY12 FY13 FY14E FY15E FY16E 

Net Sales 6,189 8,057 8,755 9,900 10,939 

Growth (%) 12.9 30.2 8.7 13.1 10.5 

COGS 3,003 3,870 4,090 4,537 4,952 

Employee Expenses 611 687 731 813 894 

Mfg Exps 351 586 671 769 880 

SG&A Exps 911 1,001 1,189 1,336 1,468 

Total Cost 4,876 6,144 6,681 7,455 8,194 

EBIDTA 1,313 1,913 2,074 2,445 2,745 

EBIDTA (%) 21.2 23.7 23.7 24.7 25.1 

EBIDTA Growth (%) 13.8 45.7 8 18 12 

Depreciation 171 235 312 366 428 

EBIT 1,142 1,679 1,761 2,079 2,317 

Interest 58 79 94 106 116 

Other Income 112 37 43 48 53 

PBT 1,197 1,636 1,710 2,022 2,253 

Tax  420 550 576 676 749 

Minority Share (3) 6 - - - 

EO Items (gain)/loss 33 13 - - - 

RPAT 747 1,067 1,135 1,346 1,504 

EO Items (net of tax) 21 13 
  

 

APAT 768 1,080 1,135 1,346 1,504 

APAT Growth (%) 16.8 38.5 5.0 18.6 11.8 

EPS 3.3 4.5 4.8 5.6 6.3 

EPS Growth (%) 16.8 38.5 5.0 18.6 11.8 

Source: Company, HDFC sec Inst Research 

 
 

CONSOLIDATED BALANCE SHEET  

(Rs mn) FY12 FY13 FY14E FY15E FY16E 

SOURCES OF FUNDS 
    

 

Share Capital 476 476 476 476 476 

Reserves 3,138 3,715 4,322 5,043 5,848 

Total Shareholders’ Funds 3,615 4,192 4,799 5,519 6,324 

Minority Interest (6) 1 - - - 

Long Term Debt 79 24 12 6 3 

Short Term Debt 1,320 1,614 1,776 1,953 2,149 

Total Debt 1,399 1,639 1,788 1,959 2,152 

Deferred Taxes 45 48 56 64 74 

Long Term Provisions 38 39 47 55 63 

TOTAL SOURCES OF FUNDS 5,091 5,918 6,689 7,597 8,612 

APPLICATION OF FUNDS 
    

 

Net Block 1,647 1,799 1,731 1,610 1,579 

Non-current Assets 652 500 497 497 497 

Inventories 2,176 2,752 2,965 3,405 3,735 

Trade Receivables 1,164 1,659 1,612 1,908 2,125 

Cash & Equivalents 51 35 421 806 1,372 

ST Loans & Advances 76 290 319 351 386 

Other current assets 29 71 73 75 77 

Current Assets 3,497 4,806 5,390 6,544 7,695 

Trade Payables 152 255 202 256 268 

Other Current Liabilities 329 393 294 309 350 

Provisions 223 539 432 488 539 

Current Liabilities 704 1,187 928 1,054 1,157 

Net current Assets 2,793 3,620 4,462 5,491 6,537 

TOTAL APPLICATION OF FUNDS 5,091 5,918 6,689 7,597 8,612 

Source: Company, HDFC sec Inst Research 
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CONSOLIDATED CASH FLOW  

(Rs mn) FY12 FY13 FY14E FY15E FY16E 

PAT from Operations 782 1,067 1,135 1,346 1,504 

Depreciation 171 235 312 366 428 

Interest cost 58 79 94 106 116 

Interest income (112) (37) (43) (48) (53) 

Working Capital Change (533) (842) (456) (644) (480) 

OPERATING CASH FLOW ( a ) 366 501 1,041 1,125 1,516 

Capex (531) (387) (244) (246) (397) 

Free Cash Flow (165) 115 797 879 1,119 

Investments & Others (212) 192 61 64 70 

INVESTING CASH FLOW ( b ) (742) (195) (183) (181) (326) 

Interest (58) (79) (94) (106) (116) 

Debt Issuance 762 255 149 172 192 

Dividend (388) (498) (527) (625) (699) 

FINANCING CASH FLOW ( c ) 317 (322) (472) (560) (623) 

NET CASH FLOW (a+b+c) (60) (16) 386 384 567 

Closing Cash 51 35 422 806 1,372 

Source: Company, HDFC sec Inst Research 

  
KEY RATIOS  

  FY12 FY13 FY14E FY15E FY16E 

PROFITABILITY (%) 
    

 

EBITDA Margin 21.2 23.7 23.7 24.7 25.1 

EBIT Margin 18.5 20.8 20.1 21.0 21.2 

APAT Margin 12.4 13.4 13.0 13.6 13.7 

RoE 22.5 27.7 25.2 26.1 25.4 

RoCE 16.3 18.7 17.0 18.1 17.7 

Core ROCE 16.3 18.7 17.0 18.1 17.7 

EFFICIENCY 
    

 

Tax Rate (%) 36.1 33.9 33.7 33.4 33.3 

Asset Turnover (x) 3.8 4.5 5.1 6.1 6.9 

Inventory (days) 128 125 124 126 125 

Debtors (days) 69 75 67 70 71 

Payables (days) 9 12 8 9 9 

Cash Conversion Cycle (days) 188 188 182 186 187 

Debt/EBITDA (x) 1.1 0.9 0.9 0.8 0.8 

Net D/E 0.4 0.4 0.3 0.2 0.1 

Interest Coverage 19.8 21.3 18.7 19.7 19.9 

PER SHARE DATA 
    

 

EPS (Rs/sh) 3.3 4.5 4.8 5.6 6.3 

CEPS (Rs/sh) 3.9 5.5 6.1 7.2 8.1 

BV (Rs/sh) 15.2 17.6 20.1 23.2 26.5 

DPS (Rs/sh) 1.4 1.8 1.9 2.3 2.5 

VALUATION 
    

 

P/E 16.5 11.9 11.3 9.6 8.6 

P/BV 3.6 3.1 2.7 2.3 2.0 

EV/EBITDA 10.8 7.6 6.9 5.7 5.0 

OCF/EV (%) 2.6 3.5 7.3 8.0 11.1 

FCF/EV (%) (1.2) 0.8 5.6 6.3 8.2 

FCFE/Mcap (%) (0.8) 1.5 6.9 7.7 9.6 

Dividend Yield (%) 2.6 3.3 3.5 4.2 4.7 

Source: Company, HDFC sec Inst Research 

 



 

NAVNEET EDUCATION : RESULTS REVIEW 3QFY14 
 

 

Page | 7 

 
RECOMMENDATION HISTORY 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Disclaimer: This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived 
at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is 
made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or 
companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other 
financial instruments.  
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or 
other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HDFC Securities Ltd or its affiliates to any registration or 
licensing requirement within such jurisdiction.  
If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced, 
distributed or published for any purposes without prior written approval of HDFC Securities Ltd .  
Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In 
addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.  
It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HDFC Securities Ltd may from time to time solicit from, or perform broking, or other services for, any company 
mentioned in this mail and/or its attachments. 
HDFC Securities and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the 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 act as an 
advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. 
HDFC Securities Ltd, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of 
this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc. 
HDFC Securities Ltd and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or 
purchase or other deals in these securities from time to time or may deal in other securities of the companies / organisations described in this report. 

HDFC securities 
Institutional Equities 
Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park, Senapati Bapat Marg, Lower Parel, 
Mumbai - 400 013 
Board : +91-22-6171 7330    
www.hdfcsec.com 

Rating Definitions   
BUY  :  Where the stock is expected to deliver more than 10% returns over the next 12 month period 
NEUTRAL  :  Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period 
SELL  :  Where the stock is expected to deliver less than (-)10% returns over the next 12 month period 
 

Date CMP Reco Target 

24-Jan-13 64 BUY 88 

31-May-13 60 BUY 88 

5-Jul-13 59 BUY 88 

7-Aug-13 52 BUY 89 

1-Nov-13 53 BUY 68 

6-Feb-14 54 BUY 68 
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