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Nesco Ltd (nesco)

one of the factory shed (~1 lakh sqg. feet) and expand it for BEC for a capex
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CMP: % 600 Target: T 745(24%)  Target Period: 12-18 months BUY
February 19, 2021

BEC to recover from FY22 onwards... ” nesco
Nesco’'s 9MFY21 (and Q3FY21) performance was impacted by virtual
closure of Bombay Exhibition Centre (BEC), which was used for Covid Care m e
by BMC and subsequent minimal take-off in hospitality (foods & own events Particular Amount g
business). For Q3FY21, revenues declined 28.3% YoY atX 82.5 crore, largely Market Capitalization 4,225.8 =%
impacted by 91.3% decline in BEC revenues and ~53.2% decline in Total Debt 0.0 2
hospitality segment. EBITDA at ¥ 52.9 crore was down 31.6% YoY. PAT at Cash & equivalent 685.7 =
¥ 48.9 crore for Q3FY21 was down 29.2% YoY. EV 3,540.2 S

: . . 52 week H/L (3) 754 / 380 £
BEC to witness traction from Q1FY22 in gradual manner EE 11
While BEC was occupied by BMC for Covid care, the company booked Face value %2
revenues of ¥ 3.3 crore, which was largely on account of notional rental that
it received from BMC for May-September, 2020. In February, the company
had two exhibitions (own IP- Auto Show and by Acetech), albeit on a smaller 800 - 16000
scale, for three days in the other sheds. This will generate nominal revenues 700 ~
but most importantly, signified that exhibition business has started. ggg i 12000
Consequently, the company is getting new booking from April onwards, 400 - 8000
albeit for smaller exhibition. On the expansion front, it intends to demolish ggg § “000

of ~% 85-100 crore, which will be completed by FY22 end. We expect full

0 0

throttle recovery only by H2FY22 and FY23 revenues to be boosted further f i E ‘i; § i g
by expanded facility. e 2 & 2 & 2 &8
IT Park stable; remaining leasing to be done by FY22 Nesco (LHS) —— Nifty Index

The company reported IT park revenues of ¥ 64 crore, up 1.2% YoY with
muted growth owing to some exits in H1FY21. IT Tower 3 (~6.5 lakh square
feet- leasable area) is at 85-88% occupancy levels vs. ~100% in FY20 as
there was one minor exit and another set of anchor tenant who moved to
Tower 4. As per the company, there is enough pipeline & enquiry for Tower
3 and the company expects it to be fully occupied again in the next six
months. Rental rate is at~3 135-140/month. Tower 4 (operational from
Q2FY20), which has leasable area of 11 lakh sq ft, is ~75% occupied. For
this tower, the company expects full tenancy by FY22 end, with full rental
likely to kick in from Q2FY23 onwards.

Valuation & Outlook

We like Nesco, given the prudent management pedigree, steady & planned
expansion across verticals funded largely through internal accruals and
niche profitable business model including foods/own events etc. Post a
washout FY21 for exhibition, we expect gradual recovery from H1FY22 as
pandemic effect fades completely. The IT park business is also likely to get
a boost as occupancies improve in FY22. We maintain BUY rating on the
stock with an SoTP target price of ¥ 745/share (X 650, earlier).

Key Financial Summary

Key risk to our call

¢ Any exit by key tenants

e Delay in recovery of exhibition
business
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[ Crore) FY19 FY20 FY21 FY22 FY23 CAGR FY20-23
Net Sales (% crore) 360.9 431.7 301.0 425.3 516.9 6.2%
EBITDA ( crore) 232.8 278.2 194.0 2721 339.6 6.9%
EBITDA Margin (%) 64.5 64.4 64.5 64.0 65.7
Net Profit (% crore) 180.4 233.9 189.9 221.7 263.9 4.1%
EPS () 25.6 33.2 26.9 315 315
P/E (x) 23.4 18.1 22.3 19.1 16.0
Price / Book (x) 3.6 3.1 2.8 2.5 2.2
EV/EBITDA (x) 18.0 15.0 20.3 15.0 12.0
RoCE (%) 20.1 19.8 14.0 15.5 16.5
RoE (%) 15.4 17.2 12.5 12.9 13.6

Source: ICIC| Direct Research, Company
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BEC expansion & current status

There are five exhibition halls dedicated to BEC spanning ~5 lakh square
feet. Out of these five, four are occupied by BMC (for ICU, Covid Care Centre,
vaccination, etc). With all five of them interconnected/net to each other, the
company is not using them at all for exhibition. From April-December, no
revenues from exhibition were booked. The company expects to get the
possession for some of them back by FY21 end.

During Q3FY21, the company booked revenues of ¥ 3.3 crore, which was
largely on account of notional rental that it received from BMC for May-
September, 2020. The company also expects some amount for October-
March, 21 rentals but expects it to be nominal.

There are three other halls (factory sheds), of which two were part of IT park
and one is banquet used by Nesco Foods. In February, the company had
two exhibitions (own IP- Auto Show and by Acetech), albeit on a smaller
scale, for three days in the other sheds. This will generate nominal revenues
but signified that exhibition business has started. Consequently, the
company is getting new booking from April onwards, albeit for smaller
exhibition. The company has indicated that there has been no pricing
discount, as industry works on flat rate.

On the expansion front, it intends to demolish one of the factory shed (~1
lakh sq ft) and expand it for BEC for a capex of ~% 85-100 crore, which will
be completed in FY22. The same will start contributing to revenues from
FY23 onwards. Furthermore, over the medium to long term, it wants to
refurbish the entire existing BEC in gradual manner and convert into
convention centres (vertical structures) with larger areas of ~12-13 lakh sq.
feet. The expansion, as the company, is at the request of key customer who
have normally larger area for exhibition. Furthermore, it will enable the
company to host big exhibition which is normally held in NCR.

IT park status & expansion plan

IT Tower1 and 2 are small factory sheds of ~1 lakh sq ft and 60,000 sq ft,
which are currently vacant and partly used for exhibition in Q4. IT Tower 3
(~6.5 lakh sq ft- leasable area) is at 85-88% occupancy levels vs. ~100% in
FY20 as there was one minor exit and another set of anchor tenant who
moved to Tower 4. There is enough pipeline & enquiry for Tower 3 and the
company expects it to be fully occupied again in the next six months. Rental
rate is at~% 135-140/month. Tower 4 (operational from Q2FY20), which has
leasable area of 11 lakh sq ft, is ~75% occupied. For this tower, the company
expects full tenancy by FY22 end, with full rental likely to kick in from Q2FY23
onwards.

On the expansion front, Tower 2 is likely to be demolished and along with
other space, the company intends to build 26 lakh sq ft leasable area
commercial tower along with a 350 keys four-star hotel. The total
developable area is likely to be ~45 lakh sq ft at a capex of ~%¥ 1800-2000
crore (~% 1600 crore for IT Tower), to be built over the next five years. The
company also expects to benefit from FSI premium benefits of ~% 200 crore
(out of originally planned FSI cost of ¥ 500 crore).

Hospitability plans and status

There is huge demand for F&B given the exhibition and presence of IT park
employees. The company has built 25000 sq ft kitchen (Nesco Foods) that is
capable of serving ~40000 meals. The same is mandated for any exhibition
in BEC, thereby providing huge opportunity. As per Nesco ~10-15%
revenues are from IT park packed lunches, ~40-50% from BEC and balance
from outside including weddings, corporate events, seminars in the facility.
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The company intends to be a social gathering hub, in the medium term. The
company has seven new restaurants including marquee brands and one
own lounge bar. By H1FY23, the company expects restaurants to be ready.
The company is also looking at outdoor catering and has tied up with few
wedding venues. It expects this segment to grow fast over the medium to
long term and expect to thrive on footfalls in the overall campus.

Other

e Indabrator reported 182% YoY growth in revenues, given the
spillover of last year backlog and strong order booking. The
company expects the strong growth momentum in FY22 given the
strong order book and increased capacity of abrasives
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Financial Summary

Exhibit 1: Profit and loss statement (% crore) Exhibit 2: Cash flow statement (% crore)
[ Crore) FY20 FY21E FY22E FY23E R Crore) FY20  FY21E  FY22E  FY23E
Net Sales 431.7 301.0 425.3 516.9
Growth (%) 19.6 (30.3) 4.3 21.5 Profit after Tax 2339 1899 2217 2639
Raw Material Cost 18.6 18.1 213 25, Depreciation 24 »I. B3 268
Employee Cost 19.9 18.1 19.1 23.3 'T"te’e“ . . T
Other Expenditure 115.1 08 128 181 e R
Total Operating Expenditure 153.5 107.0 153.2 171.2 Cash Flow before we changes 320.7 273.0 329.7 386.7

Net Increase in Current Assets (58.0) 9.1 6.0 1.1
EBITDA 278.2 194.0 2721 339.6 Net Increase in Current Liabilities 74.0 92.3 (59.3) (25.8)
Growth (%) 19.5 (30.3) 40.3 24.8 Net cash flow from operating activities 278.3 323.9 201.6 2731
Other income 42,5 65.0 43.6 33.1 Purchase of Fixed Assets (78.1) (48.7)  (420.0)  (320.0)
Depreciation 22.4 25.7 26.3 26.9 Purchase of Investment - - - -
EBIT 298.3 233.3 289.4 345.8 Sale of Investments (141.1) (50.0)  100.0 150.0
Interest 6.0 7.0 7.0 7.0 Net Cash flow from Investing Activities (219.2) (98.7)  (320.0) (170.0)
PBT 2923 240.3 296.4 352.8 Interest paid (6.0) (7.0) (7.0 (7.0)
Proceeds from Long Term Borrowings - - - -

Tax 58.4 50.5 AT 889 NetCash flow from Financing Activities  (36.0) (3.3  (35.4)  (40.8
Rep. PAT 233.9 189.9 221.1 263.9 ot Cash flow 232 1939 (1537 623
Exceptional items . N N . Cash and Cash Equivalent at the beginning 13 13.4 207.3 53.6
Adj. Net Profit 233.9 189.9 .1 263.9  Closing Cash & cash equivalents 134 207.3 536 1159
Growth (%) 29.6 (18.8) 16.8 19.0 Source: Company, ICICI Direct Research
EPS R) 33.2 26.9 31.5 375

Source: Company, ICICI Direct Research

Exhibit 3: Balance sheet Exhibit 4: Key ratios

% Crore) FY20  FY21IE  FY22E  FY23E FY20 FY21E  FY22E  FY23E
Liabilities Per share data (3)
Equity capital 14.1 14.1 14.1 14.1 Reported EPS 33.2 26.9 31.5 31.5
Reserves & Surplus 1,3434  1,509.0 17023  1,932.4  CashEPS 364 306 352 413
Networth 1,357.5 1,523.1 1,716.4 1,946.5 BV per share 192.7 216.2 243.6 276.3
Loan Funds - - - - Revenue per share 61.3 42.7 60.4 13.4
Deferred Tax liability 26.0 26.0 26.0 260  Cash Per Share 19 294 7.6 164
Other financial liabilities 121.6 121.6 121.6 121.6  Operating Ratios (%)
Total Liabilities 1,505.0  1,670.6  1,863.9  2,094.1 EBITDA Margin 64.4 64.5 64.0 65.7
Assets PBT / Net Sales 677 799 697 683
Net Block 776.5 770.9 764.6 751.7 PAT Margin 54.2 63.1 52.1 51.1
Capital WIP 1.3 30.0 430.0 7300  Inventory days 73 140 140 140
Non-current Investments 632.2 632.2 532.2 432.2 Debtor days 13.6 23.6 1.8 8.0
Othe non-current assets 31.9 31.9 31.9 31.9 Creditor days 12.3 36.8 18.4 12.5
Loans 56.9 56.9 56.9 56.9  Return Ratios (%)

RoE 172 125 129 136
Inventories 8.6 11.5 16.3 19.3  RoCE 19.8 140 155 16.5
Trade Receivables 16.0 19.5 13.8 1.3 RolC 176 125 191 %59
Cash & Bank Balances 13.4 207.3 53.6 1159 Valuation Ratios (x)
Loans & Advances . . . . P/E 181 223 19 16.0
Other current assets 32.8 17.3 12.3 10.1 EV// EBITDA 15.0 202 15.0 12.0
Total current assets 1109 357 1860 1972  EV/NetSales 87 181 96 19
Total Current liabilties 1047 1970 1377 1ng  PricetoBook Value 1. 28 25 22
Net Current Assets 62 1487 48.3 go.3  Solvency Ratios {x)

Debt / EBITDA - - - .
Total Assets 15050 16706 18639 20040 _otDebt/Equly o 2 @1 O

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined as
the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
‘ 1 | \\\
]ﬂICICI(mH t.com| No l :
lh'ollm'n“’o'::uuhn.uhpl i BHOE(EH \ |
| ICICI Securities Ltd. |@l 755 akxins ) '
1 Analyst Award 2012 A:
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 5



ﬂ Company Update | Nesco Ltd ICICI Direct Resea

ANALYST CERTIFICATION

|/We, Bhupendra Tiwary, CFA, MBA (Finance), Lokesh Kashikar, MMS, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our
views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that
above mentioned Analysts of this report 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:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are g lly prohibited from maintaining a financial
interest in the securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or
may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are 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 of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

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. ICICI Securities 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 i risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts 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.

ICICI Securities or its associates might have r d or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication
of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various companies including the subject
company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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.

ICICI Securities | Retail Research 6



