BUY
Results Update SIS Ltd. Target Price

1%t November 2023 Staffing 475

Superior Execution; Improving Outlook to Support Growth
(CMP as of 31 October 2023 )

Est. Vs. Actual for Q2FY24: Revenue — INLINE ; EBITDA Margin — INLINE ; PAT — MISS CMP (Rs) 412
Changes in Estimates post Q2FY24 Upside /Downside (%) 15%
FY24E/FY25E: Revenue 0.5%/0.5%; EBITDA 1%/1%; PAT 0.5%/ 1% High/Low (Rs) 485/318
. . Market cap (Cr) 6,005

Recommendation Rationale :
Avg. daily vol. (6m)Shrs. 5,94,320

e The outlook for vertical businesses such as Security Solutions and Facility No. of shares (Cr) 14.6
Management remains good.

e International business has improved and is likely to regain momentum. Shareholding (%)

e The management is confident that demand will pick up in the medium term based Jun-22  Sep-22  Dec-22
on orders won in recent quarters. It also expects further improvement on the margin Promoter 49.2 49.2 49.2
front. Flls 16.0 9.2 10.8

Sector Outlook: Cautiously positive MFs 1UTI 126 1.8 1.4
; i ) Banks / Fls 22.3 29.9 28.8
Company Outlook & Guidance: The management has given an improved outlook - 192 492 492

for FY24, backed by the robust pick-up in Security business and Facility
Management in India. The company’s margins are likely to expand in the near

Financial & Valuations

term.
_ _ ; Y/E Mar (Rs Cr) FY23E  FY24E  FY25E
Current Valuation: 16x FY25E P/E; Earlier Valuation: 16x FY25E Net Sales 11346 12477  13.699
Current TP: 475/share (Earlier TP: Rs 475/share) EBITDA 491 786 863
: : : : Net Profit 223 376 435
Recommendation: Given the company’s strong recovery potential backed by strong
) . : o . EPS (Rs) 15.3 25.7 29.7
deal wins and improved client engagement, we maintain our BUY recommendation on
PER (X) 23.7 14.1 12.2
the stock.
P/BV (x) 6.6 3.0 2.1
EV/EBITDA (X) 23 2.0 1.7
ROE (%) 10% 15% 15%

Financial Performance
Change in Estimates (%)

In Q2FY24, SIS reported revenue at Rs 3,074 Cr, registering a growth of 3.3% on a QoQ

basis. The company’s consolidated EBITDA for the quarter grew by 3.9% QoQ to Rs | Y/EMar RICTE NN 2o
145 Cr, owing to the rebound of international business and strong demand for Indian sales s fasit
0, 0,
security solutions. It reported a net income of Rs 76 Cr, which declined by 15.9% QoQ. EBITDA B 1
PAT 0.5% 1%

Security Services in India exhibited an encouraging growth of 5.9% QoQ, driven by the
rising demand for security guards and mandatory checkups.

ESG disclosure Score**

Outlook Environmental Disclosure 0
Social Disclosure Score 12.3

From a long-term perspective, we believe SIS is sorting out client-specific engagement CovETETE: Bisdese 78.6

in verticals such as International business. However, rising concerns over the prospects Total ESG Disclosure Score 30.4

of large economies along with prevailing business and demographic constraints pose
uncertainties over the company’s short-term growth rates.

Sector Average 40.5

Source: Bloomberg, Scale: 0.1-100
**Note: This score measures the amount of ESG data a company reports

Valuat'on & Recom mendat'on publicly and does not measure the company's performance on any data

point. All scores are based on 2020 disclosures

We recommend a BUY rating on the stock and assign a 16x P/E multiple to its FY25E

earnings of Rs 29.7/share to arrive at a TP of Rs 475/share, implying an upside of 15% Relative performance

from the CMP. 125

Key Financials (Consolidated) s
(Rs Cr) Q2FY24 QoQ (%) YoY (%) Axis Est. Variance

25 + T T T T

Net Sales 3,074 3% 11% 3050 1% Jan-22  Jun-22 Nov-22 Apr-23  Oct-23
EBITDA 145 3% 10% 110 32% e S|S |t eBSE Sensex
EBITDA Margin 5% 12 bps (27) bps 4% 31% Source: Capitaline, Axis Securities
Net Profit 75.27 -16% -11% 100 -25%
EPS (Rs) 5.17 0% 3% 6 -14%

Omkart Tanksale
Source: Company, Axis Research

Research Analyst
Email:omkar.tanksale@axissecurities.in




Key Highlights

Medium-term demand continues: The Indian security business continued to be strong with 1.2% QoQ growth.
Moreover, major wins for the company during the quarter were contributed by the verticals such as Finance, Retail,
Healthcare, and Education. The company’s EBITDA margins continued to improve with strong profit improvement
initiatives.

Strong pick-up in the International Business: On the International Business front, growth was driven by all
entities across geographies and a high growth in New Zealand, which was on account of the FIFA Women’s World
Cup event held during the quarter. EBITDA margins improved by around 70bps YoY, primarily driven by the margin

improvement initiatives implemented which include SG&A rationalization and contract-level reviews.

Facility management: The segment reported the highest-ever quarterly revenue of Rs 528 Cr, which was a 12%
growth over Q2FY23. This demonstrated the strong growth potential of the business and it continues to be the # 1
FM player in India. Major wins during the quarter came from the Healthcare, Manufacturing, Education, IT/ITes,
and Pharma sectors.

Key Risks to our Estimates and TP

The demand environment is uncertain because of the potential threat of recession in the world’s largest
economies.

The rising subcontracting cost and cross-currency headwinds may impact the company’s operating margins
negatively.




Results Review

In Cr
Total Income
Raw Material Consumed
Stock Adjustment
Purchase of Stock in Trade
Employee Expenses
Other Expenses
TOTAL EXPENDITURE
EBITDA
EBITDA margin
Other Income
Interest

Depreciation
EBIT
EBIT Margin
Exceptional Items
PBT
Tax
Effective tax rate(%)
Reported Profit After Tax
EPS (Basic)
EPS (Diluted)

Source: Company, Axis Securities

Q2FY24
3,074
16
34
-2
2,528
353
2,929
145
5%

13
35
40
88
3%

88.40
13
15%
75.27
5.17
5.12

Q1FY24
2,977
16
18
2
2,431
376
2,843
134
5%

33
36
92
3%

84.20
4.9
6%

89.50

6.14
6.14

Q2FY23
2,768
5
10
2
2,278
353
2,658
112
4%

28
33
59
2%

74.50

11%
67.00
4.58
4.54

% change
(YoY)

11%

0%
10%
29%
(67)

26%

49%
(73)

19%

-11%
-11%

(Rs Cr)

% change
(QoQ)
3%

-6%
3%
8%

(46)

6%

-4%
(95)

5%

-16%




Financials (consolidated)

Profit & Loss

Y/E March

Net revenues

Other operating Income
Total Operating income
Employee Cost
EBITDA

EBITDA Margin (%)
Depreciation

Other Income

Interest (Net)

PBT

PBT Margin (%)

Tax

Adjusted PAT
Extraordinary Items
Reported PAT

Source: Company, Axis Securities

Balance Sheet

Y/E March

Equity capital
Reserves & Surplus
Net worth

Total debt

Total Liabilities & Equity
Tangible Assets

Total fixed assets
Investments

Goodwill

Other Fixed Assets
Total Non-Current Assets
Debtors

Cash & bank

Loans & advances
Other Current Assets
Total Current Assets
Creditors

Provisions

Current Liab. & Prov.
Total Assets

Source: Company, Axis Securities

FY22A
4,244

4,244
2,922
678
16%
126
91
35
574
12%
153
422

416

FY22A
45
2576
2,621
420
4,402
452
1,477
75
1,025

303
1,333
323

1,015
2,851
1,085
195
1,281
4,402

FY23E
4,740

4,740
3,176
744
16%
137
32
45
594
13%
149
446

440

FY23E
45
2874
2,919
420
4,880
488
1,708
75
1,220

349
1,533
217

1,168
3,097
1,226
235
1,461
4,880

FY24E
5,309

5,309
BI557
833
16%
154
37
45
671
13%
168
503

498

FY24E
45
3204
3,249
420
5,416
527
1,978
75
1,451

403
1,762
78

1,343
3,363
1,386
281
1,667
5,416

FY25E
5,946

5,946
3,984
933
16%
172
41
45
757
13%
189
568

563

FY25E
45
3578
3,623
420
6,026
569
2,296
75
1,727

467
2,027
(96)

1,544
3,655
1,566
338
1,904
6,026

(Rs Cr)

(Rs Cr)




Cash Flow

Y/E March

PBT

Add: Depreciation
Other Adjustments

Chg. in working capital
Taxes paid

Extra Ordinary Items
CF from operations
Change in fixed assets
Purchase of investment
Proceeds from Invest. Sale
Other Adjustments

CF from Investing acti.
Chg. in debt

Chg. in Equity capital
Chg. in Pref. capital
Dividend & dividend tax
CF from Financing acti.
Chg. in cash

Opening cash

Closing cash

Source: Company, Axis Securities

Ratio Analysis

Y/E March
Sales growth

OPM
Oper. profit growth
COGS / Net sales
Overheads/Net sales
Depreciation / G. block
Effective interest rate (%)

Net wkg.cap / Net sales
Net sales / Gr block (x)

RoCE
Debt / equity (x)
Effective tax rate
RoE
Payout ratio (Div/NP)

EPS (Rs.)
EPS Growth

CEPS (Rs.)

DPS (Rs.)

Source: Company, Axis Securities

FY22A
536
126
(10)
(157)
(134)

277

(38)

(38)
10

()
(19)

(50)
@)
26

32

FY22A
10.1

5.0
(11.0)
78.4
16.6
(253.4)
11.0

0.08
14.9

0.1
0.30
5.2
0.2
7.5

22.2

40.8

29.8
1.7

FY23E
594
137
(10)
(164)
(149)

310

(38)

(38)
10

()
(24)

(50)
U]
30

22

FY23E
12.8

43
(1.4)
82.0
13.6

(200.5)
12.9

0.03
1583

0.1
0.27
21.6

0.1

0.0

15.3
(31.2)
24.5
0.0

FY24E
671
154
(10)
(170)
(168)

360

(38)

(38)
10

(@)
(30)

(50)
®)
34

FY24E
10.0

6.3
59.9
82.5
11.2

(17.9)
33.1

0.03

0.2
0.00
25.2

0.2

0.0

25.7

68.3

36.8
0.0

(Rs Cr)

FY25E
757
172
(10)
(175)
(189)

416

(38)

(38)
10

()
@7

(50)
©)
40

(10)

(%)

FY25E
9.8

6.3
9.8
82.5
11.2
(100.0)

0.07

0.2
0.00
25.2

0.2

0.0

29.7
15.8

40.8
0.0




SIS Ltd Price Chart and Recommendation History

s PLICE ® Buy ® Sell @ Hold @ Under Review
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Date Reco ’ TP Research

07-Feb-22 BUY 590 Result Update
06-May-22 BUY 590 Result Update
28-Jul-22 BUY 500 Result Update
04-Nov-22 BUY 475 Result Update
06-Feb-23 BUY 425 Result Update
05-May-23 BUY 425 Result Update
04-May-23 BUY 425 Result Update
27-Jul-23 BUY 475 Result Update
04-May-23 BUY 425 Result Update

Source: Axis Securities
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| cCall: (022) 4267 1737

Disclosures:

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations).

1. Axis Securities Ltd. (ASL) is a SEBI Registered Research Analyst having registration no. INHO00000297. ASL, the Research Entity (RE) as defined in the
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engaged in businesses of Asset management, NBFC, Merchant Banking, Trusteeship, Venture Capital, Stock Broking, the details in respect of which are
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of Mutual Funds of India (AMFI) for distribution of financial products and also registered with IRDA as a corporate agent for insurance business activity.
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& 5. ASL has not received any compensation from the subject company in the past twelve months. ASL has not been engaged in market making activity for the
subject company.
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Termé& Conditions:

This report has been prepared by ASL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly
confidential 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 ASL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this
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DEFINITION OF RATINGS

Ratings Expected absolute returns over 12-18 months
BUY More than 10%
HOLD Between 10% and -10%
SELL Less than -10%
NOT RATED We have forward looking estimates for the stock but we refrain from assigning valuation and recommendation
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events
NO STANCE We do not have any forward looking estimates, valuation or recommendation for the stock

Disclaimer:

Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to the
recipient’s specific circumstances. The securities and strategies discussed and opinions expressed, if any, 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 report may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient of this report should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this report (including the merits and risks
involved), and should consult its own advisors to determine the merits and risks of such an investment. Certain transactions, including those involving futures, options
and other derivatives as well as non-investment grade securities involve substantial risk and are not suitable for all investors. ASL, its directors, analysts or employees
do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report,
including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income,
etc. Past performance is not necessarily a guide to future performance. Investors are advice 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.

ASL and its affiliated companies, their directors and employees may; (a) from time to time, have long or short position(s) in, and buy or sell the securities of the
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities or earn brokerage or other compensation or act as a market maker
in the financial instruments of the company(ies) discussed herein or act as an advisor or investment banker, lender/borrower to such company(ies) or may have any
other potential conflict of interests with respect to any recommendation and other related information and opinions. Each of these entities functions as a separate,
distinct and independent of each other. The recipient should take this into account before interpreting this document.

ASL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients of this
report should be aware that ASL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based
on any specific merchant banking, investment banking or brokerage service transactions. ASL may have issued other reports that are inconsistent with and reach
different conclusion from the information presented in this report. The Research reports are also available & published on AxisDirect website.
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country, especially, USA, the same may be ignored and brought to the attention of the sender. 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 ASL 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.
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