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Summary

	� NIIT learning Systems’ (NLSL) reported revenue stood at Rs. 391.3 crore, up 2.5% q-o-q/up 7.7% y-o-y, 
nearly in line with our estimates of Rs. 390.4 crore, aided largely by Lifesciences & Healthcare and BFSI 
verticals.

	� EBITDA margin fell 51bps q-o-q to 23% but was above our estimate of 22.4%. The company added two 
new MTS customers and signed four renewals along with one scope expansion in Q3FY24.

	� The company expects sequential growth for FY25, with the rate of growth expected to increase over time 
and reach 20% growth in the midterm and long term.

	� We believe NLSL is well-positioned to increase its market share in the outsourced L&D market through 
steadily increasing customer additions along with increased wallet share from existing customers 
through scope expansions. Hence, we maintain Buy on NLSL with an unchanged PT of Rs. 550. At the 
CMP, the stock trades at 23.7/18.9 x its FY25/26E EPS.9
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Price chart

Company details

Market cap: Rs. 6,376 cr

52-week high/low: Rs. 514/344

NSE volume:  
(No of shares) 2.5 lakh

BSE code: 543952

NSE code: NIITMTS

Free float:  
(No of shares) 8.81 cr

Valuation (Consolidated) Rs cr

Particulars FY23 FY24E FY25E FY26E

Revenue          1,362          1,555          1,805          2,181 

OPM (%) 21.4% 23.0% 23.5% 23.7%

Adjusted PAT              211              219              269              337 

YoY growth (%) 4.3 4.1 22.8 25.1

Adjusted EPS (Rs.)             15.6             16.2             20.0             25.0 

P/E (x)             30.2             29.1             23.7             18.9 

P/B (x) 8.3 6.5 5.1 4.0

EV/EBITDA 21.2 16.6 13.2 10.0

ROE (%)             32.1             25.0             24.1             23.7 

ROCE (%)             30.1             24.2             24.6             25.4 

Source: Company; Sharekhan estimates

NIIT Learning Systems (NLSL) reported revenue stood at Rs. 391.3 crore, up 2.5% q-o-q/up 7.7% y-o-y 
nearly in line with our estimate of Rs. 390.4 crore. Growth during the quarter was largely aided by 
Lifesciences & Healthcare and BFSI verticals. Revenue growth in constant currency was up 3%/5% 
on a q-o-q and y-o-y basis, respectively. EBITDA margin fell 51 bps q-o-q to 23% but was above our 
estimate of 22.4%. Adjusted PAT stood at Rs. 56.8 crore, up 11% q-o-q and flat y-o-y, aided by lower 
depreciation and lower finance costs. Life science & Healthcare, BFSI , Technology & Telecom, Energy 
& Commodities and Aviation & Aerospace grew 25%/15%/2%/2% and 2% q-o-q respectively while 
Management consulting & Professional Services and others declined 11%/7% q-o-q respectively. The 
company added two new MTS customers and signed four renewals along with one scope expansion 
in Q3FY24. Revenue visibility dropped marginally to USD348 million vs. USD350 million in Q2FY2024. 
Net cash stood at Rs. 559.9 crore, up 16.4% q-o-q. We believe NLSL is well-positioned to increase its 
market share in the outsourced L&D market through steadily increasing customer additions along 
with increased wallet share from existing customers through scope expansions. Hence, we maintain 
Buy on NLSL with an unchanged PT of Rs. 550. At the CMP, the stock trades at 23.7/18.9x its FY25/26E 
EPS.
Key positives

	� The company added two new MTS customers and signed four renewals along with one scope expansion 
in Q3FY24.

	� Net cash improved to Rs. 559.9 crore from Rs. 480.9 crore, up 16.4%.
Key negatives

	� Headcount fell by 51 to 2417, down 2.1% q-o-q.
	� Revenue visibility dropped to USD348 million vs. USD350 million in Q2FY24.

Management Commentary
	� The company aims to achieve sequential growth, driven by the addition of new logos and retention of 

existing customers, despite consumption remaining constrained.
	� The company expects current full-year growth to be 11-12% in constant currency terms.
	� The company expects sequential growth for FY25, with the rate of growth expected to increase over time 

and reach 20% growth in the midterm and long term.
	� The management has indicated a higher tax rate of ~ 28% for Q4FY24 due to expectation of certain 

payouts.
Revision in estimates – We have fine-tuned the estimates to factor Q3FY24 performance and revenue 
growth guidance for FY24.
Our Call
Valuation – Maintain Buy with an unchanged PT of Rs. 550: Although near-term environment remains 
sluggish, we believe NLSL is well-positioned to increase its market share in the outsourced L&D market 
through steadily increasing customer additions along with increased wallet share from existing customers 
through scope expansions. We expect a sales/PAT CAGR of 18.4%/20.3% over FY24-26E. Hence, we maintain 
Buy on NLSL with an unchanged price target (PT) of Rs. 550. At the CMP, the stock trades at 23.7/18.9 x its 
FY25/26E EPS.
Key Risks
Prolonged economic uncertainty to impact the recovery of spending and lead to cutbacks and/or deferral of 
expenditure for the near term. Changes in regulation rendering the training content obsolete.

NIIT Learning Systems Ltd
Decent Q3, Maintain Buy

IT Consulting & Software Sharekhan code: NIITMTS

Reco/View: Buy  CMP: Rs. 472 Price Target: Rs. 550 
á Upgrade  Maintain â Downgrade
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Results Rs cr

Particulars Q3FY24 Q3FY23 Q2FY24  YoY (%) QoQ (%)

Net Sales 391.3 363.3 381.9 7.7 2.5

Employee benefits expense 191.1 180.3 184.1 6.0 3.8

Other expenses 36.4 32.5 34.8 11.8 4.5

Professional & and technical outsourcing expenses 73.8 70.3 73.1 4.9 0.8

Total Operating Cost 301.2 283.1 292.0 6.4 3.1

EBITDA 90.1 80.2 89.9 12.4 0.2

Depreciation 14.3 11.8 17.0 21.1 -16.0

EBIT 75.9 68.4 72.9 10.9 4.0

Interest & Other Financial Cost 5.5 4.6 8.7  -36.3

Other Income 7.2 3.4 7.4 110.0 -2.5

Profit Before Tax 77.6 56.6 67.4 37.1 15.1

Tax Expense 20.8 10.5 20.5 97.7 1.6

Reported PAT 56.8 46.0 46.9 23.3 21.1

Adjusted PAT 56.8 56.7 51.2 0.03 10.9

EPS (Rs.) 4.2 4.2 3.3 0.0 26.2

Margin (%)      

GPM 51.2 50.4 51.8 79 -63

EBITDA 23 22 24 95 -51

NPM 14.5 15.6 13.4 -111 110

Tax rate 26.8 18.6 30.4 822 -358

Source: Company, Sharekhan Research

Key result highlights: 

	� Revenue growth and EBIT margins: NLSL’s reported revenue stood at Rs. 391.3 crore, up 2.5% q-o-q/up 7.7% 
y-o-y, nearly in line with our estimate of Rs. 390.4 crore. Organic revenue growth in constant currency was up 
5% q-o-q/3% y-o-y. Growth was aided largely by Lifesciences & Healthcare and BFSI verticals partially offset by 
weakness in Management consulting and Professional Services and Others verticals . EBITDA margin fell 51bps 
q-o-q to 23% but was above our estimate of 22.4%.

	� Revenue guidance: The company expects the full year growth in constant currency terms, to be between 11% 
and 12%. growth rate. Margins for Q4FY24 expected to be similar to Q3FY2024. The company expects to witness 
sequential growth for FY25, with the growth rate expected to increase over time and reach 20% growth expectation 
in the mid and long term.

	� Deals: The company added two new MTS customers during Q3FY24 and witnessed 4 four renewals and one 
scope expansion. Revenue visibility stood at USD348 million (vs. USD350 million in Q2FY24 and $ USD321million in 
Q3FY23)

	� Vertical-wise performance: Life science & Healthcare , BFSI , Technology & Telecom, Energy & Commodities 
and Aviation & Aerospace grew 25%/15%/2%/2% and 2% q-o-q respectively while Management consulting & 
Professional Services and others declined 11%/7% q-o-q respectively.

	� Headcount: Headcount fell by 51 to 2,417, down 2.1% q-o-q, owing to leveraging of AI resulting in improved 
productivity.

	� Cash flow generation: Net cash stood at Rs. 559.9 crore, up 16.4% q-o-q. Free cash flow improved to Rs 109.9 
crore due to normalisation of the working capital cycle as there was a temporary increase in the working capital 
cycle due to the transition of contracts from NIIT Limited to NLSL in Q2FY24. DSO was at 59 days vs. 46 days in the 
previous quarter.
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NIITMTS revenue (Rs. crore)

NIITMTS EBITDA margin (%)

NIITMTS Head Count

Source: Company, Sharekhan Research

Source: Company, Sharekhan Research

Source: Company, Sharekhan Research
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NIITMTS Revenue Mix by Sector

Source: Company, Sharekhan Research
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Outlook and Valuation

n Sector view - Multi-year opportunity in the corporate learning space. Headwinds bottoming out

Corporate training can boost employee productivity, engagement, and motivation. Furthermore, effective corporate 
training programmes can help attract and retain talent, reduce employee turnover, and ultimately contribute to the 
achievement of business goals and objectives. Global companies spend over USD370 billion per year on training, with 
about two-thirds of the spending on proprietary training. The global corporate training market is expected to grow 
to USD460.04 billion in 2027. The current penetration of outsourced learning services, accounting for less than 5% of 
the addressable learning and development (L&D) market, signals a multiyear growth potential. 

n Company outlook -  Strong revenue growth and robust cash flow generation

Revenue is expected to register a robust ~18.4 CAGR over FY24-FY26E, aided by StC acquisition and USD348 million 
order book. EBITDA margin is set to improve to ~23.7% in FY2026E from 21.4% in FY23, driven by operating leverage. 
Thus, we expect NLSL to report strong Sales/PAT CAGR of ~18.4%/20.3% over FY2024-FY2026E

n Valuation - Maintain Buy with unchanged price target of Rs 550

Although near-term environment remains sluggish, we believe NLSL is well-positioned to increase its market share in 
the outsourced L&D market through steadily increasing customer additions along with increased wallet share from 
existing customers through scope expansions. We expect a sales/PAT CAGR of 18.4%/20.3% over FY24-26E. Hence, 
we maintain Buy on NLSL with an unchanged price target (PT) of Rs. 550. At the CMP, the stock trades at 23.7/18.9 x 
its FY25/26E EPS.
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About company
NLSL is an established leader in Managed Learning Training Services and ranks among the top-5 global players in 
terms of revenue from training outsourcing. NIIT Learning Systems Ltd. offers managed training services to Fortune 
1000 and Global 500 corporations across North America and Europe. The company has over 84 global customers, 
serviced in over 30 countries. NIIT Learning Systems was demerged from NIIT on May 24, 2023. Consequent to the 
demerger, each shareholder of NIIT has been allotted one share of NIIT Learning Systems for every NIIT share held as 
on the record date of June 8, 2023. As a result of the demerger, NIIT’s Corporate Learning Business has been transferred 
to NIIT Learning Systems Limited (NLSL) from the appointed Date of April 1, 2022.

Investment theme
Global companies spend over USD370bn per year on training, with about two-thirds of the spending on proprietary 
training. A majority of this cost is for internal learning and development resources, which are fixed in nature and 
inefficient due to less-than-optimal utilization. The penetration of learning outsourcing is low, at less than 5%. This 
implies that a significant portion of the training costs is being borne by the companies themselves without leveraging 
external providers for more efficient and cost-effective training solutions. The global corporate training market is 
expected to grow to USD460.04bn in 2027. 
 
Key Risks

	� Prolonged economic uncertainty to impact the recovery of spending and lead to cutbacks and/or deferral of 
expenditure for the near term. 

	� Changes in regulation rendering the training content obsolete

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Nippon Life India Asset Management 8.45

2 MARATHON EDGE INDIA FUND I 3.05

3 AKM Systems Pvt Ltd 2.99

4 Sundaram Asset Management Co Ltd 2.16

5 Dimensional Fund Advisors LP 1.25

6 BlackRock Inc 0.91

7 ICICI Prudential Asset Management 0.84

8 Credit Suisse Group AG 0.68

9 L&T Mutual Fund Trustee Ltd/India 0.52

10 GAM Holding AG 0.25

Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.

Additional Data
Key management personnel

Sapnesh Lalla Chief Executive Officer

Sailesh Lalla Chief Business Officer

Sanjay Mal Chief Financial Officer

Source: Company



St
oc

k 
U

pd
at

e

Understanding the Sharekhan 3R Matrix
Right Sector
Positive Strong industry fundamentals (favorable demand-supply scenario, consistent industry 

growth), increasing investments, higher entry barrier, and favorable government 
policies  

Neutral Stagnancy in the industry growth due to macro factors and lower incremental 
investments by Government/private companies

Negative Unable to recover from low in the stable economic environment, adverse government 
policies affecting the business fundamentals and global challenges (currency 
headwinds and unfavorable policies implemented by global industrial institutions) 
and any significant increase in commodity prices affecting profitability.

Right Quality
Positive Sector leader, Strong management bandwidth, Strong financial track-record, Healthy 

Balance sheet/cash flows, differentiated product/service portfolio and Good corporate 
governance.

Neutral Macro slowdown affecting near term growth profile, Untoward events such as natural 
calamities resulting in near term uncertainty, Company specific events such as factory 
shutdown, lack of positive triggers/events in near term, raw material price movement 
turning unfavourable

Negative Weakening growth trend led by led by external/internal factors, reshuffling of key 
management personal, questionable corporate governance, high commodity prices/
weak realisation environment resulting in margin pressure and detoriating balance 
sheet

Right Valuation
Positive Strong earnings growth expectation and improving return ratios but valuations are 

trading at discount to industry leaders/historical average multiples, Expansion in 
valuation multiple due to expected outperformance amongst its peers and Industry 
up-cycle with conducive business environment.

Neutral Trading at par to historical valuations and having limited scope of expansion in 
valuation multiples.

Negative Trading at premium valuations but earnings outlook are weak; Emergence of roadblocks 
such as corporate governance issue, adverse government policies and bleak global 
macro environment etc warranting for lower than historical valuation multiple.

Source: Sharekhan Research 
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