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 � NIIT Technologies is a leading IT solutions organisation with 

over 7000 professionals serving customers in North America, 

Europe, Middle East, Asia and Australia.  

 

� The company posted decent numbers for the quarter ending 

December 2012. The Sales for the quarter ended December 2012 

of Rs.514.40 crores rose by 18.80% from Rs.433 crores y-o-y. 

Operating profit surged by just 4.1% at Rs.81.20 crores as against 

Rs.78 crores in the like period last year whereas there was a 

marginal decline by about 4.25% on q-o-q. The company has 

witnessed lower sequential operating margin due to slowdown in 

GIS, NITL and transition of new project in Morris. A sharp net 

profit growth of about 30% at Rs.56 crores was reported for the 

quarter ended December 2012 compared to Rs.43.10 crores of 

preceding quarter ended September 2012. There is a sequential 

increase in other income due to gain on revaluation of current 

assets and liabilities resulting in higher net profit margins. EPS 

for the quarter stood at Rs.9.31. 

 
� The company incurred a capex of Rs.18 crores during the quarter. 

BFSI contributed 31%(down by 5.1% qoq) to the revenues; 

Transportation added 42%( up by 1.8% qoq); Manufacturing & 

Distribution contributed 6%( up by 4.9% qoq) and Government 

contributed 8%(up by 56.2% qoq). 

 
� The company has witnessed strong growth in domestic business, 

EMEA & US whereas there was a decline in APAC due to 

projects going live. 

 

Valuation 
 

With consistent order intake; upbeat guidance and penetration into 

Tier 2 financial institutions, NIIT Technologies’ revenue visibility 

looks positive. We believe NIIT Technologies Ltd. is trading at an 

attractive valuation at 7x and 5.99x of FY13EPS of Rs.36.79 and 

FY14EPS of Rs.42.97. We initiate a ‘BUY’ on the stock with a target 

price of Rs.330 (appreciation of about 28%) with the medium to long 

term investment horizon.  
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Business Details 
 

NIIT Technologies is a leading IT solutions organisation, servicing customers in North & South America, Europe, the 

Middle East, Asia and Australia. The Company offers services in Application Development and Maintenance, 

Managed Services, Cloud Computing and Business Process Outsourcing to organisations in the Financial Services, 

Insurance, Travel, Transportation, Manufacturing and Government sectors. 
 

The Company’s domain strengths, new approaches to customer experience management, robust outsourcing 

capabilities, and dual-shore delivery model, have made it a preferred IT partner for global majors in these select 

verticals. Long-term customer engagements—some spanning 15 years and more—have become the hallmark of NIIT 

Technologies.  

 

Business areas: Banking and Financial Services (BFS): 

The Company specialises in providing solutions in the 

areas of investment management, retail and wholesale 

banking, credit and operational risk management, and 

regulatory compliance. 

 

Insurance: NIIT Technologies has built expertise in the 

areas of life insurance, pensions, annuity, non-life 

insurance, policy administration, claims management 

and reinsurance, forging deep and enduring 

relationships with marquee insurance companies. 

 

Travel, Transportation and Logistics (TTL): NIIT Technologies focuses on working constantly and consistently to 

deliver outstanding IT solutions and services to Travel, Transportation & Logistics organisations. 

 

Manufacturing: NIIT Technologies understands the manufacturing and distribution business and has helped clients 

across the world make sound decisions regarding the deployment of automated, transparent and integrated 

information management systems across their value chain. 

 

Government: The Company is sharply focused on the Government sector, having executed turnkey projects for 

various Government departments as well as India’s paramilitary forces.  
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Growing Industry  
 

The information technology (IT) and information technology enabled services (ITeS) industry has been one of the key 

driving forces fuelling India's economic growth. IT and ITeS sector's contribution to the national GDP has increased 

from 1.2 per cent in 1997-98 to an estimated 7.5 per cent in 2011-12. IT has evolved as a major contributor to India's 

GDP and plays a vital role in driving growth of the economy in terms of employment, export promotion, and revenue 

generation.  

 

As per NASSCOM’s estimates, the Indian IT and related services industry reached a key milestone by generating over 

$100 billion in revenues during FY2012. Of this, an overwhelming majority of around $88 billion is seen coming from 

aggregate IT software and services, excluding hardware. Much of the country’s IT software and services business 

caters to export markets, and in FY2012 is estimated to have reached $69 billion, implying a growth of more than16% 

over the preceding year. Interestingly, within these exports, the IT services segment grew faster at 19%. The industry’s 

ability to deliver such a performance in an otherwise challenging environment is a clear reflection of the level of skills, 

leadership talent, and delivery capabilities that Indian IT players have been able to build over the years. The IT-BPO 

sector is responsible for creating significant employment opportunities in the economy.   

 

Indian IT's core competencies and strengths have 

placed it on the international canvas, attracting 

investments from major countries. Between April 2000 

and May 2012, the computer software and hardware 

sector attracted cumulative foreign direct investment 

(FDI) of US$ 11,262 million, according to the 

Department of Industrial Policy and Promotion 

(DIPP).More recently, online retailing, cloud computing 

and e-commerce are the major driving forces behind the 

rapidly increasing growth in the IT industry. Online shopping has increased with the emergence of internet retailing 

and e-commerce. Further, FDI upto 100 per cent under the automatic route is allowed in Data processing, software 

development and computer consultancy services; Software supply services; Business and management consultancy 

services, Market Research Services, Technical testing & Analysis services. 

With the long term demand for software services continuing to remain buoyant, the computer software industry is 

expected to witness a lot of project commissioning in the coming months. As per CMIE, during January 2013-March 

2015, the industry is scheduled to witness the completion of 61 projects. These entail investments of over Rs.27,000 

crore. Over 80 per cent of these investments would go towards the setting up of software parks and SEZs. Of these, 

nine projects worth over Rs.4,250 crore are expected to be completed by March 2013. 

 

 

 

 

 

61 projects to be completed by Mar 2015 

 

  

New 
investment 
(Rs. Crore) 

Completed 
investment 
(Rs. Crore) 

Outstanding 
investment 
(Rs. Crore) 

2009-10 35,051 6,481 1,79,476 

2010-11 6,127 5,758 1,82,828 

2011-12 1,854 1,757 1,73,831 

2012-13(F) 4,833 

2013-14(F) 6,025 

2014-15(F) 16,715 
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The trend in capacity commissioning is expected to continue in 

the coming years. 2013-14, is scheduled to witness the 

completion of 23 projects worth over Rs.6,000 crore. 27 projects 

entailing investments of over Rs.16,700 crore are scheduled for 

completion during 2014-15. A few of these projects have 

already been partially commissioned. Apart from these, many 

other software parks and SEZs will also be partially 

commissioned during this period. 

 

According to data released by the RBI, India’s net software 

exports rose by a robust 30.6 per cent to Rs.1.7 trillion during 

the first half of 2012-13. This healthy growth was mainly due 

to the sharp depreciation in the value of the rupee. During the 

period, the rupee depreciated by around 21 per cent (y-o-y) 

vis-a-vis the USD. This benefited the software industry. With the business environment not expected to change much, 

CMIE expects this modest export performance to continue in the remaining quarters. India’s software exports in USD 

terms are expected to rise by just 8-9 per cent during 2012-13. 

 

The domestic market mirrored growth trends similar to the export market, with the Indian IT-BPO market, excluding 

hardware, estimated to grow by 17% in FY2012. As per NASSCOM estimates, IT and ITeS sector (excluding hardware) 

revenues are estimated at US$ 87.6 billion in FY 2011-12. The industry is expected to grow by 19 per cent during FY 

2012-13. In addition to private sector spending, fresh initiatives by government agencies has also been a key 

contributor to the IT industry’s growth in the domestic market and this trend is expected to endure going forward. 

Additionally, the market size of the industry is expected to rise to US$ 225 billion by 2020 considering India's 

competitive position, growing demand for exports, Government policy support, and increasing global footprint. 

 

Aggregate sales, which grew by around 22 per cent during the first half of the current financial year, are expected to 

rise by a slower 17 per cent during the second half. During the December 2012 quarter, its sales are estimated to have 

grown by just 16 per cent. In spite of the tough business environment, the industry is expected to conclude the current 

financial year with a 19.3 per cent rise in sales. Its profitability is also expected to improve marginally. This would be 

mainly on account of the benefits of cross currency movements. While volume growth will be on the lower side due to 

the uncertainty in USA and Europe, the depreciation in the value of the rupee would be the reason behind the healthy 

sales and profits growth of the industry.  

 

 

 

 

 

 

 

Software Exports (Rs. Crore) 

   Net Exports Exports Imports 

Sep 09 52,100 54,300 2,100 

Dec 09 60,000 61,600 1,600 

Mar 10 64,300 65,700 1,400 

Jun 10 53,600 56,200 2,600 

Sep 10 55,200 57,900 2,700 

Dec 10 63,000 66,100 3,200 

Mar 11 70,700 72,100 1,500 

Jun 11 65,500 66,800 1,400 

Sep 11 62,400 63,800 1,400 

Dec 11 80,500 82,100 1,600 

Mar 12 84,800 86,500 1,700 

Jun 12 81,100 84,600 3,400 

Sep 12 85,900 88,800 2,900 
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Positive Guidance 

NIIT Technologies has been maintaining a very good 

revenue momentum throughout the year despite turbulent 

macro-economic environment. The company’s management 

expects to beat the upper-end of the NASSCOM revenue 

guidance. The company estimates to come back to decent 

margin level of 18 to 19 in the beginning of the next financial 

year. NIIT believes that FY13 would be a better year than 

FY12. Further, strong growth is coming from Travel space in 

the recent past which is expected to continue going ahead 

for 2013. In fact, four passenger and cargo demand is likely 

to be improve over the next year. The fourth quarter has 

been traditionally a good quarter for the GIS business and thus it will see decent growth coming along the next 

quarter. The insurance business will see an uptick after one or two quarters as there have been a number of 

catastrophes like earthquake in Japan, New Zealand and Sandy in USA. The company is expanding its reach in Tier 2 

financial institutions where it is seeing a lot of traction and adding to revenues significantly.    
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Firm order intake  
 

NIIT Technologies has maintained steady deal momentum 

during the quarter. $83 million of fresh business was 

secured during the quarter ended December 2012 leading to 

12-month executable order book of USD 242 million. This 

included $10 million renewal deal in the travel and 

transport space.  The company has added four new clients 

during the quarter which included a large $10 million deal 

for providing turnkey solution in the register and stamp 

department. This deal can be repeated across all the states. 

Two new clients are from manufacturing segment, one from 

travel and one from Government. Geographical breakup of 

order intake is US (31million), EMEA (34 million) and ROW 

(18 million). The company’s management expects improvement in the metric in the fourth quarter.    

 

 

 

 

 

 

 

  

 

                    

                                                                                                                                                               Rs. Crore 

Service Q3FY13 Q2FY13 Q3FY12 QoQ% YoY% 

Application Development & Management 324.07 320.06 268.46 1.25 20.71 

IP Assets 46.30 50.01 56.29 (7.42) (17.75) 

Managed Services 61.73 55.01 51.96 12.22 18.80 

System Integration & Package implementation 51.44 45.01 30.31 14.29 69.71 

Business Process Outsourcing 30.86 30.01 25.98 2.83 18.78 

Total 514.40 500.10 433.00 2.86 18.80 
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                                           Consolidated Profit & Loss Account                                

                                                                                                                                                         Rs. Crore 

Particulars FY10 FY11 FY12 FY13E FY14E 

Net sales 913.71 1232.25 1576.48 2025.78 2309.39 

Growth 34.86% 27.94% 28.50% 14.00% 

Expenditure 742.48 994.46 1306.38 1697.60 1928.34 

EBITDA 171.23 237.79 270.10 328.18 381.05 

Growth 38.87% 13.59% 21.50% 16.11% 

EBITDA margin 18.74% 19.30% 17.13% 16.20% 16.50% 

Other income 8.48 13.60 30.37 22.28 25.40 

Depreciation & Amortisation 35.81 31.46 36.42 43.41 46.50 

EBIT 143.90 219.93 264.05 307.05 359.95 

EBIT margin 15.75% 17.85% 16.75% 15.16% 15.59% 

Interest 1.81 2.22 3.84 2.03 2.47 

PBT 142.09 217.71 260.21 305.02 357.48 

Tax 14.42 32.29 63.76 82.36 96.52 

PAT 127.67 185.42 196.45 222.67 260.96 

Minority interest 1.29 3.20 (0.80) 1.2 2.30 

Adjusted PAT 126.38 182.22 197.25 221.47 258.66 

Growth 44.18 8.25 12.28 16.79 

Net Profit margins 13.83 14.79 12.51 10.93 11.20 

Extraordinary item 0.00 0.00 0.00 0.00 0.00 

Reported PAT 126.38 182.22 197.25 221.47 258.66 

Equity Capital 58.79 59.25 59.63 60.18 60.18 

Res. & Surplus 520.97 688.56 850.26 1,029.59 1,234.07 

Equity Shares 5.88 5.93 5.96 6.02 6.02 

Adjusted EPS 21.50 30.75 33.10 36.79 42.97 
           
                Ratios 

Particulars FY10 FY11 FY12 FY13E FY14E 

Return on Equity  21.80 24.37 21.68 20.32 19.99 

Return on Capital employed  23.92 28.93 27.46 27.49 27.12 

Debt/Equity 0.04 0.02 0.06 0.02 0.03 

Asset turnover 1.11 1.22 1.19 1.30 1.26 

Current Ratio 2.06 2.49 2.35 2.30 2.35 

Book value per share 98.62 126.21 152.67 181.02 214.99 
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           Balance Sheet     

                                                                                                                                                      Rs. Crore 

Particulars FY10 FY11 FY12 FY13E FY14E 

Share Capital 58.79 59.25 59.63 60.18 60.18 

Reserves & Surplus 520.97 688.56 850.26 1,029.59 1,234.07 

Shareholders’ funds 579.76 747.81 909.89 1089.77 1294.25 

Borrowings 21.72 12.28 51.74 27.01 32.99 

Share application money 0.02 0.02 0.00 0.00 0.00 

Minority Interest 2.84 4.30 12.31 15.05 18.19 

Sources of funds 604.34 764.41 973.94 1131.83 1345.43 

Gross block 455.94 437.25 668.68 723.49 774.96 

Accumulated Depreciation 270.62 247.93 245.53 288.94 335.44 

Net block 185.32 189.32 423.15 434.55 439.52 

Capital work in progress 128.74 143.72 0.61 63.13 132.48 

Investments 46.51 44.31 54.88 61.50 98.42 

Goodwill 0.00 0.00 0.00 0.00 0.00 

Projects in progress 0.00 0.00 0.00 0.00 0.00 

Inventories 0.50 0.56 0.74 0.87 1.02 

Sundry debtors 185.07 287.13 349.24 399.48 455.68 

Cash and bank balance 142.97 119.39 232.18 293.01 353.15 

Other current assets 15.59 83.05 134.45 146.51 170.88 

Loans and advances 108.92 132.18 110.21 136.74 158.35 

Total current assets 453.05 622.31 826.82 976.61 1,139.07 

Deferred tax asset 10.73 14.27 20.70 20.70 20.70 

Current liabilities  and 
provisions 220.01 249.52 352.22 424.66 484.76 

Net current assets 233.04 372.79 474.60 551.95 654.31 

Misc exp  0.00 0.00 0.00 0.00 0.00 

Uses of funds 604.34 764.41 973.94 1,131.83 1,345.43 
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                Quarterly Financial Highlights 

Rs. Crore 

Particulars  Q3FY13 Q3FY12 Q2FY13 YoY% QoQ% 

Revenues 514.40 433.00 500.10 18.80 2.86 

Expenditures 433.20 355.00 415.30 22.03 4.31 

Operating Profit 81.20 78.00 84.80 4.10 (4.25) 

 Adjusted Net Profit 56.00 64.00 43.10 (12.50) 29.93 

OPM% 15.79 18.01 16.96 (222bps) (117bps) 

NPM % 10.89 14.78 8.62 (389bps) 227bps 

Adjusted EPS* 9.31 10.63 7.16 (12.42) 30.03 
                                                                             *At latest no. of equity shares 

 

                                                              Past Price movement of the stock 

 

 

 

 



 
 
 
 

www.hemonline.com   

 

For Private Circulation Only 10 Hem Research 

 

 

www.hemonline.com 

research@hemonline.com 

 

HEM SECURITIES LIMITED 

MEMBER-BSE,CDSL, SEBI REGISTERED CATEGORY I MERCHANT BANKER 

 

                    MUMBAI OFFICE: 14/15, KHATAU BLDG., IST FLOOR, 40, BANK STREET, FORT, MUMBAI-400001 

                                                 PHONE- 0091 22 2267 1000                                            FAX- 0091 22 2262 5991 

             

                      JAIPUR OFFICE: 203-204, JAIPUR TOWERS, M I ROAD, JAIPUR-302001 

                                                    PHONE- 0091 141 405 1000                                             FAX- 0091 141 510 1757 

 

GROUP COMPANIES 

HEM FINLEASE PRIVATE LIMITED 
MEMBER-NSE 

HEM MULTI COMMODITIES PRIVATE LIMITED 
MEMBER-NCDEX, MCX 

HEM FINANCIAL SERVICES LIMITED 

NBFC REGISTERED WITH RBI 
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Disclaimer & Disclosure: This document is prepared for our clients only, on the basis of publicly available information 

and other sources believed to be reliable. Whilst we are not soliciting any action based on this information, all care 

has been taken to ensure that the facts are accurate, fair and reasonable. This information is not intended as an offer 

or solicitation for the purchase or sell of any financial instrument and at any point should not be considered as an 

investment advise. Reader is requested to rely on his own decision and may take independent professional advise 

before investing. Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited, 

Directors and any of its employees shall not be responsible for the content. The person accessing this information 

specifically agrees to exempt Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. 

Limited or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and 

further agrees to hold Hem Securities Limited, Hem Finlease Private Limited, Hem Multi Commodities Pvt. Limited or 

any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by 

the person accessing this information due to any errors and delays. The companies and its affiliates, officers, directors, 

and employees, including persons involved in the preparation or issuance of this material may from time to time, have 

long or short positions in, and buy or sell the securities there of, company (ies) mentioned here in and the same have 

acted upon or used the information prior to, or immediately following the publication.  
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