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Investment Thesis

« Allied Digital Services Ltd. (ADSL) has restructured its business in a transformative Market Cap (Rs. Mn) 6,980.0
way and currently emphasizing on é key verticals, viz.,, Cloud services,
cybersecurity, smart city solutions, infrastructure management services, software Market Cap (§ Mn) 84.10
solutions, and workplace management services. ADSL started these initiatives Shares O/S (in Mn) 55.10
from FY20 onwards as the management realized that the industry’s preference
for the cloud migration was undergoing a massive change. Over the years, ADSL Avg. Volume (3 month) 494,000
has gained tremendous expertise in public clouds such as AWS, Azure and GCP
fo implement hybrid cloud models for enterprises. Due to cloud and remote 52-Week Range (Rs) 156.90/71.55

working, enterprises are now vulnerable to cyber threats, which has opened up
fremendous opportunity for ADSL to counteract these risks with the help of

consultancy audits, cybersecurity implementation, etc. Shareholding Pattern

o Technology is at the core of ADSL and it offers IT services, a high-margin recurring
revenue annuity business. For the upcoming five years, client has already LB 52.39%
committed to a pure services revenue of more than Rs.2,000Crs globally. To assist FlIs 0.00%
businesses, ADSL has developed a NOC/SOC and a global service delivery
centerin Mumbai. Since the beginning, this business has been alegacy, but now Institutions 0.00%
large businesses are doing vendor consolidation to a single vendor. As a result of . o
this, ADSL has secured one extremely sizable contract in the USA from one of the Others (incl. body corporate) 47.61%

biggest auto manufacturers in the world by displacing hundreds of contractors.

e By creatfing a cutting-edge conversational banking platform in fintech sector,
ADSL has established a ground breaking Fino Allied platform, which can be
expanded to include insurance industry and other sectors where conversational
bots can be used to conduct transactions. Emerging technologies like NLP, Div Yield 1.0%
Al/ML, blockchain, data analytics and data science has been used by this
platform. It has already fied up with a Kolkata based company, who has a core
banking solution and also discussions are going on with 4-5 other banks. ROE 10.1%

e ADSL is also regarded as a Master Systems Integrator, a pioneer, and a market
leader for smart city solutions. Making the whole cities of Pune and PCMC digital,
was the first step toward creating the first safe/smart city. The entire city is being
watched over by a top-notch, cutting-edge command and control centre

TTM PE 14.2x

TTM EPS (Rs.) 8.9/-

(CCC). ADSL has been awarded smart city projects in Amritsar, Jalandhar, Stock Performance
Sultanpur Lodhi, Pune, Pimpri Chinchwad, Kalyan Dombivali, Aurangabad, S —
Bidkin, Rajkot, Solapur, Jaipur & Lucknow. Performance (%) M 6M 1Yr
Financials ABSOLUTE 21 -0.7 25.0
e ADSL'srevenue and PAT grew by CAGR of 24.0% and 40.0%, respectively during NIFTY IT 18 5.2 8.5
FY18-23 mostly due to its diversification into newage technologies like, cloud 800
services, cybersecurity, etc. 700
Consol. (Rs.Mn) ggg
Revenue 3,581 4,847 6,601 7,327 8,353 400
EBITDA 447 700 883 989 1,137 o
EBITDA Margin (%) 12.5% 14.5% 13.4% 13.5% 13.6% 100 Raaemes ol
PAT 192 610 537 602 692 P U S SR
N A U N O B oy
EPS (Rs.) 3.5 11.1 9.8 11.0 12.6 2S5 8352358358358 35 9
zn=2z2"nzh,=2=="nzn,=2=2"0n
P/E (x) 35.9 11.3 12.9 11.5 10.0
RoE (%) 4.1% 11.6% 10.2% 10.5% 11.0% ADSL o= Nifty IT




e ADSL has reported 0.7% QoQ growth in revenue to Rs.1,702mn mainly led by
India business which grew by 53% YoY in Q2FY24 and 62% YoY in H1FY24. Gl'aPhS & Charts

Management is anficipating that global business will see a resurgence in the Figure 1: Net Sales Trend

activity level in H2FY24 and expecting increased wins and deliveries in the

: 10,000 - - 50%
coming months. .
e In Q2FY24, ADSL bagged contract from Adani Wilmar, Coromandel 8.000 - 87.7% 35.4% 36.2% L 40%
International and SBI Life Insurance in India as well as contracts with real estate
firm, bank and energy company in the US. 6,000 L 30%
e In the recent concall, the management has guided for Rs.1,000Crs revenue
with 16-18% EBITDA margin in the next 2-3 years on the back of strong and 4,000 H - 20%
constantly increasing order pipeline and higher contribution from service
: 2,000 - - 10%
business.
- 0%

Key Business Highlights 0

e ADSL is an IT services company providing services of designing, developing,
deploying digital solutions, and delivering end-to-end IT infrastructure services, mmmm Net Sales (Rs. Mn) ~ ==@==YoY Growth (%)
Enterprise applications, and Integrated solutions. ADSL has a direct presence in
India, USA, UK, Singapore, Australia Ireland, China, Japan and Brazil and it
generates revenues from global customers which accounts for ~75% of total
revenues and remaining ~25% comes from domestic market.

FY20 FY21 FY22 FY23 FY24EFY25E

Figure 2: EBITDA & EBITDA Margin Trend

« Since FY15, ADSL is also engaged info smart city solutions and has completed | 1200 r 16%
the Pune, PCMC surveillance project. Following the success of the Pune project, 1,000 - 14.4% 14.5% L 15%
the company currently has ten such smart city projects including Lucknow,

Sultanpur, Amritsar, Jalandhar, Dombivali Kalyan, Aurangabad, Bidkin, Rajkot, 800 - 14%
Solapur and Pune which are in different stages of their execution. 600 - L 13%

o ADSL is currently having presence in 6 vericals, viz, Cloud Services,
Cybersecurity, Smart City Solutions, Infrastructure  Management Services, 400 1
Software Solutions and Workplace Management Services. 200 -

- 12%

- 11%

Valuation 0 - - 10%
. . . e . . FY20 FY21 FY22 FY23 FY24E FY25E

ADSL, being a mulfi-national IT company has subsidiaries in multiple countries such

as USA, UK, Ireland, Brazil, Japan, China, Singapore, etc, but its maximum business mmmm EBITDA (Rs. Mn) === EBITDA Margin (%)

comes from the US subsidiary (more than 80%). Brazil, China and Japan offices
were opened during FY22 and ADSL foresees new opportunities of growth in

countries like Japan, Germany, UK and Lafin America. ADSL is investing info .
building new partnerships for business growth strategically in Europe as well as rest | Lt el SeU B RS |

of the world. 800 - 217.3% 250%
ADSL’s current orderbook outstanding is at Rs.1,600Crs, which is 2.4x of its TTM 700 200%
revenue. Ifs orderbook generally has execution period of around three year. 600 -
In the recent past, the company did several fransformation projects such as cloud 500 - 150%
migration, multi-cloud applications. Management guided for that it will continue 400 - 100%
to invest in areas such as Artificial Inteligence (Al), Robotic Process Automation, 300 - .
Cybersecurity, and certain startup incubation. Despite having emphasis on newer 200 - 50%
technologies, ADSL is trading at Adj. PE of 14.2x TTM Adj. EPS of Rs. 8.90/-, giving a 100 J 0%
good potential for long tferm investment. 0 5006
We are assigning BUY rating to Allied Digital Services Ltd. (ADSL) and value at 12.0x FY20 EY21 FY22 FY23 FY24E FY25E R
FY25E EPS of Rs.12.60 to arrive at target price of Rs.151.00, an upside of ~20.0%+.

o mmmm PAT (Rs. Mn) ==@==Y0Y Growth (%)
Risk & Concern

» ADSL has major exposure in the US and Europe market, which is currently going
through recessionary phase. Any further recessionary pressure or postponement . . . . .
of discretionary spend may have negative impact on future growth of ADSL.
e ADSL has high client concentration as it generates 33% and 48% revenue from 100% -
top-5 and top-10 clients out of total 187 client as of Q2FY24. Any loss of business
from its major client may has significant impact on revenue growth of ADSL. 90% -

e ADSL's 32% of the revenue came from India in Q2FY24 and remaining 68% from
rest of world. This make ADSL exposed to currency fluctuations.
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity in
making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
inferests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of inferest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securities for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any compensation
for products or services other than investment banking or merchant banking or brokerage services from the subject company in the past
twelve months; (e) has not received any compensation or other benefits from the subject company or third party in connection with the
Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in market making activity for
the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a professional
investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed to be fair and
correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or represented that it is
accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached to any individual, same
may be ignored and brought to the attention of the sender. Preparation of this research report does not constitute a personal
recommendation or take info account the particular investment objectives, financial situations, or needs of individual clients. Past
performance is not a guide for future performance. This Report has been prepared on the basis of publicly available information,
infernally developed data and other sources believed by Bonanza portfolio Ltd to be reliable. This report should not be taken as the only
base for any market transaction; however this data is representation of one of the support document among other market risk criterion.
The market participant can have an idea of risk involved to use this information as the only source for any market related activity. The
distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this report comes, should observe,
any such restrictions. The revelation of interest statements integrated in this analysis are provided exclusively to improve & enhance the
tfransparency and should not be treated as endorsement of the views expressed in the analysis. The price and value of the investments
referred to in this report and the income from them may go down as well as up. Bonanza portfolio Ltd orits directors, employees, affiliates
or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable,
none of the directors, employees, offiliates or representatives of M/s. Bonanza portfolio Ltd shall be liable. Research report may differ
between M/s. Bonanza portfolio Ltd RAs and other companies on account of differences in, personal judgment and difference in fime
horizons for which recommendations are made. Research entity has not been engaged in market making activity for the subject
company. Research analyst has not served as an officer, director or employee of the subject company. Research analyst have not
received any compensation/benefits from the Subject Company or third party in connection with the research report.
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