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Covid not to deter expansion plans Excellent Investmant | Salutions

We recently interacted with the management of Nesco Ltd (Nesco), to understand
the current outlook of their business and the impact of COVID-19 on the same. Rating: Accumulate  Upside/(Downside): 12%
Current Price: 561 Target Price: 631

Bombay Exhibition Centre Division:

= Bombay Exhibition Center (BEC) was handed over to Municipal Corporation of | Market data
Bloomberg: NSE IN

Greater Mumbai (MCGM) to be converted into a COVID care centre.
52-week H/L (Rs): 817/381

= With the volatile situation in cast?s being reported in Mumbai, the BEC }Ni” remain Mcap (Rs bn/USD mn): 39.0/520
with the MCGM for some more time, post the decline in cases the BEC is expected

Shares outstanding (mn): 70.5
to be handed back to the company. Free float: 31.5%
= The company is hopeful that exhibitions should start in a light format from Avg. daily vol. 3mth -
Q4FY21. (3M Avg — in ‘000):
. - s . Face Value (Rs): 2
. The revenue in FY22 should be similar to FY20 levels for the exhibition business. Gace alue (Rs) BSE 500
roup:
= The planned expansion of BEC will not be delayed and should start in the next Source: Bloomberg, EISEC Research
two months once permissions are received.
= The expansion will be a multipurpose hall for both social and corporate | shareholding pattern (%)
gatherings. Jun-20 Mar-20 Dec-19 Sep-19
Promoter 68.5 68.3 68.2 68.2
. The company’s own events division has been dialled back for now, although the Flls 26 28 28 )5
company has big plans for the same going ahead. Dlls <4 <4 <4 <6
= Jio Convention centre is not seen as a threat by the company, as it craters to a Public/others  23.4 235 23.6 23.7
different segment of exhibiters. Source: BSE

= Currently no rental hikes are on the cards for BEC till FY22.
| Price performance (%)*

IT Park Division:
- . . . YE Mar (R IM  3M  12M 24M
= IT Tower 2 is being planned, which will also have a 300-room business hotel. (R
= The company expects to receive approvals within a year time for Tower-2, the BSE 500 3.1 93 04 27
NESCO -3.6 27.2 -3.7 293

construction period for the same is estimated at five years.
*as on 28t Sep 2020; Source: Ace Equity, EISEC Research
= The capex requirement for Tower-2 will be met by internal accruals.

= The company has extended the fit-out period in Tower 4 for the new tenants by
2-3 months, as they could not complete the fit-out during the lockdown.

= For some tenants the company has extended a credit period of 3-4 months. In
normal course the payments were received 10 days after end of the month. The
company expects the payments to get regularized by December 20.

= WeWork at Tower 4 has already leased out ~75% of its area, hence the company
is in a comfortable position within Tower 4.

Valuation:
= As Nesco expands, it is bound elevate the prospects of its asset base further.

. Nesco’s foray into a business hotel, seems to be justified given the active
corporate clientele the company already has.

= The ongoing Coronavirus has not deterred the expansion plans of the company.

. Post completion of Tower 2 the company is set to rise into another realm.

Nitin Awasthi
=  The optimism stems from the fact the company is embarking on its largest ever Research Analyst
expansion for which it intends to rely on internal accruals. +9122 6192 5344

nitina@eisec.com
Awanish Chandra
Head of Research

. We believe going ahead the company should maintain its growth momentum
with the newer assets coming into play.

= We arrive at a target price of Rs631 through DCF method implying an 18 PE +91 22 6192 5345
multiple to FY22E earnings. We have Accumulate rating on the stock. awanishc@eisec.com

Y/EMar (Rsmn) Revenue  YoY(%)  EBITDA EBITDA (%) PAT  YoY(%) EPS(Rs) RoE(%) RoCE (%) P/E (x) EV/EBITDA (x)
FY18 3,212 5.0% 2,185 68.0% 1,788 5.5% 25.4 19.2% 18.9% 20.7 14.6
FY19 3,609 12.4% 2,328 64.5% 1,804 0.9% 25.6 16.5% 15.9% 18.9 12.3
FY20 4,317 19.6% 2,782 64.4% 2,339 29.7% 33.2 19.8% 17.3% 176 12.2
FY21E 3,156 -26.9% 2,048 64.9% 1,831 -21.7% 26.0 12.7% 12.0% 219 15.8
FY22E 4,707 49.1% 3,072 65.3% 2,480 35.5% 352 15.9% 14.7% 15.7 9.7

Source: Company, EISEC Reseérch Estimates

EISEC Research is also available on Bloomberg and Thomson Reuters
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1QFY21 Quarter Highlights

Segmental Revenue highlights

® T Park: Revenue increased by 1.4% QoQ / 87.8% YoY to Rs651 mn due to ramp up in
occupancy of new IT Bldg-4 & adoption of Ind AS 116. Segment margins were at 85%.

®  BEC: There was no revenue from this segment.

®  Indabrator: Revenue decreased by 39.6% QoQ / 70.4% YoY to Rs 23mn. Segment
margin were at -5.9%.

®  Foods: Revenue decreased by 77.3% QoQ / 77.2% YoY to Rs 19mn due to BEC.

Outlook

® T Park: The existing 0.66 mn sq ft IT Bldg 3 is fully occupied and the new 1.2 mn sq ft
IT Bldg 4, which is fully constructed, has commenced revenue generation from Q3 FY20.
Based on lease agreements executed and fit out periods in IT Bldg 4, 72.5% occupancy
in FY 21 & 85% in FY 2 are expected.

B BEC: FY21is expected to be almost a washout due to COVID-19. A gradual recovery will
be witnessed in FY22.

®  Foods: Foods business, which was dependent ~75% on exhibitions will be negatively
affected in FY21. It may serve food to the staff in the adjoining IT Park lessees. FY21
revenue is assumed to fall significantly and a gradual recovery has been assumed from
FY22.

= Events & Exhibitions: In line with BEC, no captive events viz. Paddy Fields, Rangilo Re,
etc. are expected to be held in FY21.

Company Update



s

East India Securities Ltd

Valuation and Recommendations

We assign an Accumulate rating on the stock valuing it at Rs 631 through DCF method
implying a 18 PE to FY22E, which offers an upside of about 12% from the current levels.

Risk to our call is delay in land development plans due to regulatory / other unforeseen
factors and pause in the economic activities leading to slowdown in exhibitions and
conventions.

Fig 1: 1-year forward P/E chart Fig 2: 1-year forward EV/EBITDA chart
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Quarterly financials, operating metrics and key
performance indicators

Fig 3: Consolidated Quarterly Financials

Net Sales 1,000 909 935 783 1,206 1,151 1,178 693
Raw Materials 79 68 33 53 64 35 33 16
Employee Costs 44 46 41 46 49 54 51 42
Other Expenditure 218 268 209 197 284 289 381 139
EBITDA 660 528 652 487 809 773 713 497
Depreciation 30 33 26 31 75 70 49 65
Interest 14 9 14 11 14 17 19 14
Other Income 51 106 133 13 140 137 135 220
PBT 666 592 745 459 861 823 781 638
Tax 174 172 231 80 121 132 251 124
Tax rate (%) 26.1 29.1 31.0 17.4 14.1 16.0 213 195%
Reported PAT 492 420 514 379 740 691 529 513
YoY Growth (%)

Revenue - - - 3.0 20.6 26.6 25.9  -11.4%
EBITDA - - - 2.9 22.7 46.4 9.3 2.0%
PAT - - - 3.0 50.2 64.8 2.8  355%
QoQ Growth (%)

Revenue 31.6 -9.2 2.9 -16.3 54.2 4.6 2.3 -41.1%
EBITDA 39.3 -20.0 23.5 -25.3 66.1 4.5 7.7 -30.3%
Adj. PAT 3385  -14.80 22.62 -26.3 95.1 -6.5 -23.4 -3.0%
Margin (%)

EBITDA 65.9 58.1 69.7 62.3 67.1 67.1 60.5  71.6%
PAT 49.2 46.2 55.0 48.4 61.3 60.1 4.9  74.0%

Source: Company, EISEC Research

Fig 4: Key Assumptions

Segment Revenue (Rs mn) FY17 FY18 FY19 FY20 FY21E FY22E
NESCO IT Park 1,419 1,454 1,370 2,142 2,644 2,777
Bombay Exhibition Centre 1,328 1,297 1,573 1,586 301 1,400

Source: Company, EISEC Research Estimates
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Financial Statements

Income Fy18 EY19 FY20 FY21E FY22E Balance Sheet FY18 FY19 FY20 FY21E FY22E

Statement YE March (Rs mn)

YE March (Rs mn) Sources of funds

Revenues 3,212 3,609 4,317 3,156 4,707 Capital 141 141 141 141 141

% Growth 5.0% 12.4% 19.6% -26.9% 49.1% Reserves & Surplus 9,970 11,564 13,433 15,127 17,421

Raw Materials 192 228 176 114 188 Shareholders’ Funds 10,111 11,705 13,574 15,268 17,562

% of sales 6.0% 6.3% 4.1% 3.6% 4.0% Minority Interest 0 0 0 0 0

Personnel 169 183 199 215 317 Total Loan Funds 0 0 0 0 0

% of sales 5.3% 5.1% 4.6% 6.8% 6.7% Deferred tax liabilities 232 179 260 260 260

Manufacturing & 666 371 1,160 779 1130  Other Liabilities 234 662 1,216 236 236

?ther Expenses Total Liabilities 10,577 12,546 15,050 15,764 18,058

% of sales 20.7% 24.1% 26.9% 24.7% 24.0% Application of funds

EBITDA 2,185 2,328 2,782 2,048 3072 Gross Block 2,543 2,495 8,356 8,869 10,369

EBITDA Margin (%) 68.0% 64.5% 64.4% 64.9% 65.3%  Accumulated Dep. 257 366 590 849 1,138

2em’:'retfztt'lz: & 110 119 224 259 289 NetBlock 2,286 2,129 7,765 8019 9,231

EBIT 2,075 2,209 2,558 1,789 2,784  Capital WIP 3570 5,091 13 0 0

Finance cost 55 47 60 14 R Net Assets 5,855 7,220 7,778 8,019 9,231

PBT From Operations 2,019 2,162 2,498 1,775 2,784 Investments 4,985 5,312 7,050 7,700 9,000

Other Income 361 317 426 608 501 Inventories 124 90 86 86 129

Exceptional o o o o 0 Sundry Debtors 141 180 160 216 193

Income/(Expense) Cash & Bank Balances 103 36 134 134 114

PBT 2,380 2,479 2,923 2,383 3,285 Other current Assets 465 173 888 158 212

Tax-Total 592 675 584 552 805 Total Current Assets 835 480 1,269 595 648

Tax Rate (%) - Total 24.9% 27.2% 20.0% 23.2% 24.5%  Sundry Creditors 1,012 423 1,004 519 774

Reported PAT 1,788 1,804 2,339 1,831 2,480 Provisions 86 42 43 32 47

Source: Company, EISEC Research Estimates Total Current Liabilities 1,098 465 1,047 550 821
Net Current Assets (263) 14 221 44 (173)

LELELTH FY18 FY19 FY20 FY21E FY22E Total Assets 10,577 12,546 15,050 15,764 18,058

YE March Source: Company, EISEC Research Estimates

Growth Ratios (%)

Net Sales 5.0% 12.4% 19.6% -26.9% 49.1% Cash Flow FY18 FY19 FY20E FY21E FY22E

EBITDA 22%  65% 19.5% -264% 50.0% YEMarch(Rsmn)

Adjusted Net Profit 55%  0.9% 29.7% -21.7%  35.5% ?h’fr:;‘::g profit before WC 1332 179 2047 1850 2661

Margin Ratio (%) Net chg. in working capital 135 (118) 99 177)  (197)

EBITDA Margin 68.0%  64.5%  644%  64.9%  653% (achflow from operating 1467 1678 2146 1,673 2,464

EBIT Margin 64.6% 61.2% 59.2% 56.7% 59.1% activities (a)

PBT margins 74.1% 68.7% 67.7% 75.5% 69.8% Capital expenditure (1,373)  (1,499) (570) (500) (1,500)

PAT Margin 55.7%  50.0%  54.2%  58.0%  52.7%  Free Cash Flow 93 179 1,576 1,173 964

Return Ratios Cash flow from investing (1,228) (1,547) (1,578) (1,522) (2,299)

ROE 19.2%  165%  19.8%  12.7%  15.9%  Activities(b)

ROCE 18.9% 15.9% 17.3% 12.0% 14.7% gjtsil\;iili(;:/(gom financing (191) (198) (469) (152) (186)

ROIC 33.2% 25.3% 27.2% 17.4% 24.9% Net chg. in cash (a+b+c) 47 (67) 99 0 (21)

Turnover Ratios (days) Source: Company, EISEC Research Estimates

Gross Block Turnover (x) 0.6 0.6 0.6 0.4 0.5

Inventory 14 9 7 10 10

Debtors 16 18 14 25 15

Creditors 115 43 85 60 60

Cash Conversion Cycle (85) (15) (64) (25) (35)

Solvency ratio (x)

Debt/Equity - - - - -

Net Debt/Equity (0.50) (0.46) (0.53) (0.51) (0.52)

Gross Debt/EBITDA - - - - -

Current ratio 0.8 1.0 1.2 11 0.8

Interest coverage ratio 43.9 53.6 49.5 167.9 NA

Dividend

DPS (Rs) 3.0 3.0 3.0 1.9 2.6

Dividend Yield (%) 0.6% 0.6% 0.5% 0.3% 0.5%

Dividend Payout (%) 9.1% 9.0% 9.0% 7.5% 7.5%

Per share (Rs)

Basic EPS (reported) 25.4 25.6 33.2 26.0 35.2

FDEPS (Adjusted) 25.4 25.6 33.2 26.0 35.2

CEPS 26.9 27.3 36.4 29.7 39.3

BV 143.5 166.1 192.7 216.7 249.2

Valuation

P/E 20.7 18.9 17.6 21.9 15.7

P/BV 3.7 2.9 3.0 2.6 2.2

EV/EBITDA 14.6 12.3 12.2 15.8 9.7

EV/Sales 9.9 8.0 7.9 10.2 6.3
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Disclaimer

East India Securities Limited (hereinafter EISEC), a publicly listed company, registered as Research Analyst with SEBI (Registration No.
INH300003231). EISEC is engaged in broking services, distribution and marketing of financial products, and in the normal course of business,
EISEC prepares and shares research data and reports periodically with clients, investors, stake holders and general public in compliance with
Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India (Research Analysts) Regulations, 2014 and/or any
other applicable directives, instructions or guidelines issued by the Regulators from time to time.

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning
securities or public offer, providing a basis for investment decisions. The views expressed therein are based solely on information available
publicly/internal data/other reliable sources believed to be true. The information is provided merely as a complementary service and do not
constitute an offer, solicitation for the purchase or sale of any financial instruments, inducement, promise, guarantee, warranty, or as an
official confirmation of any transactions or contract of any kind.

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsAppetc/transmitted
through mobile application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those
made available/uploaded on social networking sites (e.g. Facebook, Twitter, LinkedIn etc) by EISEC or those recommendation or offers or
opinions concerning securities or public offer which are expressed as and during the course of “Public Appearance” are for informational
purposes only. The reports are provided for assistance and are not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Though disseminated to clients simultaneously, not all clients
may receive the reports at the same time. EISEC will not treat recipients as clients by virtue of their receiving this report.

The reports include projections, forecasts and other predictive statements which represent EISEC’s assumptions and expectations in the light
of currently available information. These projections and forecasts are based on industry trends, circumstances and factors which involve
risks, variables and uncertainties. The actual performance of the companies represented in the report may vary from those projected. The
projections and forecasts described in this report should be evaluated keeping in mind the fact that these-

e are based on estimates and assumptions

e are subject to significant uncertainties and contingencies

e will vary from actual results and such variations may increase over a period of time
e are not scientifically proven to guarantee certain intended results

e are not published as a warranty and do not carry any evidentiary value.

e are not based on certain generally accepted accounting principles

e are not to be relied on in contractual, legal or tax advice.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change
without notice. Reports based on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed
to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Though we review the research reports for any untrue statements of material facts or any false or misleading information, we do not
represent that it is accurate or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because
of the possibility of human, technical or mechanical error by our sources of transmission of Reports/Data, we do not guarantee the accuracy,
adequacy, completeness or availability of any information and are not to be held responsible for any errors or omissions or for the results
obtained from the use of such information. EISEC and/or its Affiliates and its officers, directors and employees including the analysts/authors
shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from any inadvertent
error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information
contained therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and
information do not constitute scientific publication and do not carry any evidentiary value whatsoever.

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of EISEC in any
formis prohibited except with the written permission of EISEC. Persons into whose possession the reports may come are required to observe
these restrictions. Opinions expressed therein are our current opinion as of the date appearing on the report only. Data may be subject to
update and correction without notice. While we endeavour to update on a reasonable basis the information discussed in the reports, there
may be regulatory, compliance, or other reasons that prevent us from doing so.

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The
user assumes the entire risk of any use made of this information. Each recipient of the reports should make such investigation as deemed
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in such reports (including the
merits and risks involved).

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not
suitable for all investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation
in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.
The price and value of investments referred to in research reports and the income from them may fluctuate. Transaction costs may be
significant in option strategies calling for multiple purchase and sales of options. Foreign currencies denominated securities are subject to
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fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. Investors
in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute
positive/negative return basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary
mismatch to rating. For reasons of valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry
the risk of being upgraded to buy or downgraded to a hold, reduce or sell. The opinions expressed in the reports are subject to change but
we have no obligation to tell our clients when our opinions or recommendations change. The reports are non-inclusive and do not consider
all the information that the recipients may consider material to investments. The reports are issued by EISEC without any
liability/undertaking/commitment on the part of itself or any of its entities.

Recipients of the research reports should assume that entities of EISEC may receive commission, brokerage, fees or other compensation
from the company or companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including
persons involved in the preparation or issuance of reports/data/material, may, from time to time have 'long' or 'short' positions in, act as
principal in, and buy or sell the securities thereof of companies mentioned therein or be engaged in any other transaction involving such
securities and earn brokerage or other compensation or act as market maker in the financial instruments of the company/ies discussed
therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with respect to any
recommendation and related information and opinions.

We further undertake that-

e No disciplinary action has been taken against the research analyst or EISEC by any authority in connection with their respective business
activity.

e EISEC, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of
interest in the subject company.

e EISEC, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more
in the subject company’s securities, at the month immediately preceding the date of publication of this research report.

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed
their original capital.

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors the countries in which the
companies mentioned in this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals
of other countries. Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by
law, and persons into whose possession this document comes should inform themselves about, and observe any such restrictions. Failure to
comply with this restriction may constitute a violation of any foreign jurisdiction laws.

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for
Capital Markets and Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.

NESCO Ltd.
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Source: ACE Equity, EISEC Research

Analyst holding in stock: NO

Key to EISEC Investment Rankings

Buy: Upside by>15%, Accumulate: Upside by 5%to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell:
Downside by>15%
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East India Securities Ltd. (http://www.eisec.com/)

Office: - 201, Garnet Palladium, Pandit Motilal Nehru Marg, Panch Bawadi, Behind Express Zone, Malad East, Mumbai — 400097

Disclosure of Interest Statement ‘
Business activities of East India Securities East India Securities Ltd (hereinafter referred to as “EISEC”) is a registered member of
1 Ltd (EISEC) NSE (All Segments), MCX-SX (Currency Derivatives Segment) and BSE (All segments),
Depository Participant of NSDL & CDSL.
2 Details of Disciplinary History of EISEC EISEC has not bee.n d.ebarred./.suspended by SEBI or anY other regulatory authority from
accessing or dealing in securities market on behalf of clients.
3 Registration status of EISEC: EISEC is registered with SEBI as a Research Analyst (SEBI Registration No INH300003231)
NESCO Ltd.
4 'Whether Research analyst’s or relatives’ have any financial interest in the subject company and nature of such No
financial interest
5 Whether Research analyst or relatives have actual / beneficial ownership of 1% or more in securities of the subject No
company at the end of the month immediately preceding the date of publication of the document.
6 Whether the research analyst or his relatives has any other material conflict of interest No
7 |Whether research analyst has received any compensation from the subject company in the past 12 months and No
nature of products / services for which such compensation is received
8 Whether the Research Analyst has received any compensation or any other benefits from the subject company or No
third party in connection with the research report
9 Whether Research Analysts has served as an officer, director or employee of the subject company No
10 'Whether the Research Analyst has been engaged in market making activity of the subject company. No
1 Whether it or its associates have managed or co-managed public offering of securities for the subject company in No
the past twelve months;
12 Whether it or its associates have received any compensation for investment banking or merchant banking or No
brokerage services from the subject company in the past twelve months;
13 Whether it or its associates have received any compensation for products or services other than investment No
banking or merchant banking or brokerage services from the subject company in the past twelve months;
Member (NSE and BSE)
Single SEBI Regn No.: INZ000190836
Research Analyst
SEBI Registration No. INH300003231
Website: www.eisec.com
Investor Grievance Email ID: mail@eisec.com
Compliance Officer Details:
Sumeet Kejriwal 033-40205901; Email ID: sumeetk@eisec.com
East India Securities Ltd. (CIN: U67120WB1995PLC072026)
Registered Office Address Corporate Office & Correspondence Address
DA-14, Saltlake City, Sector-1, Kolkata-700064 201, Garnet Palladium, Pandit Motilal Nehru Marg, Panch Bawadi,

Behind Express Zone, Malad East, Mumbai — 400097
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