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NESCO 

BEC occupancy recovers to pre-covid level; capex on the cards 
NESCO reported 3QFY23 revenue of Rs1,428mn, flat QoQ and up by 53% YoY, 
missing our estimates. NESCO IT Park’s 3QFY23 revenue stood at Rs776mn, up 
13.9% YoY and 6.3% QoQ. Overall occupancy in Tower 4 (total leasable area at 
~1.2mn sqft) stood at 97% in 3QFY23. Tower 4 is expected to be fully leased out in 
4QFY23. Occupancy in Tower 3 stood at 91% in 3QFY23 and it is expected to be 
fully leased out in 1HFY24. With the MCGM completely vacating the exhibition 
space, the entire 0.66mn sqft is now fully leased out, which helped the company’s 
occupancy in BEC to recover to pre-covid level i.e. ~40%. The regulatory approval 
for Tower 2 has been delayed and is expected in 1HFY24, post which its 
construction will require 4.5 years. The company also plans to add ~0.15mn sqft of 
new exhibition space, for which approval is expected in 4QFY23. Capex for the 
planned exhibition space and Tower 2 will be ~Rs22,250m. Tower 2 building will be 
for multipurpose usage (2mn sqft for office leasing area while 0.5mn sqft will be 
used for the construction of a 300-keys 4-star hotel). We have maintained our BUY 
rating on NESCO with a target price (TP) of Rs758 (Exhibit 1). 

Consolidated revenue increases by 53% YoY and remains flat QoQ at Rs1,428mn 
in 3QFY23: NESCO reported 3QFY23 revenue of Rs1,428mn, up 53% YoY but flat QoQ. 

The IT Park segment’s revenue stood at Rs776mn, up 13.9% YoY and 6.3% QoQ. Tower 
4 and Tower 3 occupancy (total leasable area at ~1.87mn sqft) stood at 97% and 91%, 
respectively in 3QFY23. The average monthly rent for Tower 3 and Tower 4 stood at 
Rs152/sqft and Rs155/sqft, respectively.  

There has been a delay in receiving regulatory approvals for Tower 2. The management 
expects to receive approvals in 1HFY24, post which 4.5 years will require for its 
construction. The leasable area for Tower 2 will be ~2mn sqft and will be for multipurpose 
usage i.e. office and 4-star hotel with ~300 keys. Capex for the same will be Rs21,000mn, 
which is most likely to be funded through internal accruals. 

 BUY 

Sector: Real Estate  

CMP: Rs589 

Target Price: Rs758 

Upside: 29% 

NBIE 
Institutional.research@nirmalbang.com  
+91-22-6273 8175 

 

Key Data  

Current Shares O/S (mn) 70.5 

Mkt Cap (Rsbn/US$mn) 41.5/502.7 

52 Wk H / L (Rs) 686/501 

Daily Vol. (3M NSE Avg.) 104,252 

 

Price Performance (%)   

 1 M 6 M 1 Yr 

NESCO (3.2) 2.1 4.1 

Nifty Index (0.1) 2.0 1.6 

Source: Bloomberg 

 
 

Quarterly Financials           

Y/E Mar (Rs mn) 3QFY23 2QFY23 QoQ (%) 3QFY22 YoY (%) 3QFY23E 
Variance  

(%) 
9MFY23 9MFY22 

YTD  
(% changes) 

Net Sales 1,428 1,429 0.0% 934 53.0% 1,517 -5.8% 3,888 2,463 57.8% 

Cost of Good sold (89) (78) 13.9% (79) 12.1% (121) -26.6% (235) (183) 28.3% 

change in inventories (7) 12 -155.1% (7) -5.5% 12 -156.2% 14 3 301.1% 

employee benefit expenses (53) (42) 25.1% (41) 26.9% (43) 21.5% (137) (104) 31.8% 

Other expense (462) (310) 48.9% (197) 134.8% (316) 46.0% (1,036) (615) 68.5% 

EBITDA 819 1,011 -19.0% 609 34.3% 1,048 -21.9% 2,494 1,565 59.3% 

EBITDAM (%) 57.3% 70.7% -13.4% 65.3% -8.0% 69.1% -11.8% 64.1% 63.5% 0.6% 

Depreciation and amortization (83) (46) 79.6% (67) 22.4% (76) 8.7% (236) (203) 15.8% 

EBIT 736 934 -21.2% 542 35.8% 972 -24.3% 2,258 1,361 65.8% 

EBITM (%) 52% 65% -13% 58% -7% 64.1% -12.6% 58.1% 55.3% 2.8% 

Other income 194 156 24.1% 96.4 100.8% 158 22.6% 428 330 29.5% 

Interest expenses (28) (46) -38.8% (25) 13.7% (46) -38.9% (106) (67) 58.5% 

Profit before tax 901 1,044 -13.7% 613 46.9% 1,084 -16.9% 2,579 1,625 58.8% 

Tax expense (201) (225) -10.9% (120) 66.6% (271) -25.9% (523) (268) 94.8% 

Effective tax rate (%) 21.6% 21.6% na 19.6% na 25.0% na 20.3% 16.5% na 

PAT 701 819 -14.4% 493 42.1% 813 -13.8% 2,057 1,357 51.6% 

NPM (%) 49.1% 57.3% -8.2% 52.81% -3.7% 53.6% -4.5% 52.9% 55.1% -2.2% 

Source: Company, Nirmal Bang Institutional Equities Research 

10 February, 2023 

mailto:Institutional.research@nirmalbang.com
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BEC revenue declines by 28.4% QoQ to Rs380mn: Revenue from the BEC segment declined by 28.4% 
QoQ to Rs380mn in 3QFY23. The QoQ decline was mostly due to some of the large-sized exhibitions being 
held in 2QFY23 whereas the company witnessed small to mid size exhibitions in 3QFY23. However, the 
management stated that recovery is expected in 4QFY23 given the traction witnessed in exhibitions on the 
back of the festive season. 

The occupancy recovered to 40%, in line with pre-covid level. The average rental rate stood at Rs26/sqft/day 
for the exhibition period and Rs14/sqft/day for the fit-outs and dismantling period. 

Further, the management clarified that it plans to add ~0.15mn sqft (Hall 6) additional exhibition space in the 
next one year and approval for the same is expected in 4QFY23. The company is likely to incur a capex of 
Rs1,250mn towards the new Hall 6. Post completion of this construction, the company will upgrade its existing 
exhibition space (~0.60mn sqft leasable area space) and consequently occupancy of BEC will likely drop to 
~30% from the current level of 40% over the next two years. 

Indabrator revenue increases by 72.9% QoQ but declines by 15.6% YoY to Rs135mn in 3QFY23: The 
company’s Indabrator segment reported revenue of Rs135mn in 3QFY23, down by 15.6% YoY but up by 72.9% 
QoQ. The QoQ increase was mainly due to a healthy order book and increased capacity for Abrasives. 

NESCO Food segment sales rise by 53.2% QoQ to Rs137mn: NESCO’s Food segment revenue increased 
by 53.2% QoQ to Rs137mn. The QoQ increase was driven by higher footfalls amid a strong pick-up in 
exhibitions and corporate events, coupled with the increase in footfalls in the IT Park as the ‘back to office’ 
trend resumed in a phased manner. Footfalls in the IT Park are expected to improve further going forward as 
the ‘back to office’ trend gains traction. 

There is huge demand for F&B on the back of pick-up in exhibitions and improvement of footfalls in the IT Park. 
The company has built one food court and two restaurants, which has a built up area of ~0.05mn sqft in Tower 
4 in 3QFY23. It has started: (a) outdoor catering services for wedding, corporates and events. Revenue from 
the newly commissioned restaurants and food court will commence from 4QFY23. Also, NESCO intends to be 
a social gathering hub and is targeting revenue from the Food business at ~Rs700mn in FY24. 

EBITDA margin contracts by 1,340bps QoQ and 800bps YoY to 57.3% in 3QFY23: NESCO’s EBITDA 
margin contracted by 1340bps QoQ to 57.3% in 3QFY23 due to: (1) Increase in input costs by 13.9% QoQ (2) 
Increase in employee cost by 25.1% QoQ as the company recruited staff for its newly opened restaurants and 
food court and (3) Increase in other expenses by 48.9% QoQ as the company has demolished one of the 
factory sheds to build new exhibition Hall 6 (with parking space for 450 cars in the basement). This resulted in 
net carrying expenses of Rs150mn in 3QFY23, but the cost is one-off in nature. 

Other highlights: The net cash position stood at Rs1,050mn in 3QFY23. 

Maintain BUY with TP of Rs758: Our TP of Rs758 has been derived using the SOTP method (see Exhibit 1) 
and shows an upside of 29% from CMP. 
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Exhibit 1: SOTP valuation method 

Segments 
Valuation 

Metrics 
NAV FY24 

(Rs mn) 
NAV FY25 

(Rs mn) 
Proportion 
(FY24)(%) 

Proportion 
(FY25)(%) 

NESCO IT Park NAV 30,897 33,496 59.4% 61.2% 

BEC NAV 17,076 17,801 32.8% 32.5% 

NESCO Foods DCF 416 691 0.8% 1.3% 

Indabrator DCF 777 777 1.5% 1.4% 

Total  49,167 52,764 94.4% 96.4% 

Investments + Cash  2,891 1,967 5.6% 3.6% 

Current + Future Value + Investments  52,058 54,731 100.0% 100.0% 

Number of Shares (in mn)  70 70   

NAV Per share (in Rs)  739 777   

Target price (average of NAV/share of 
FY24 and FY25) in Rs. 

  758   

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 2: Quarterly segment-wise revenue and EBIT performance: 

Segment Wise Revenues (Rs in mn) 3QFY23 2QFY23 
QoQ 

(changes) 
3QFY22 

YoY 
(changes) 

Nesco IT Park 776 731 6.3% 682 13.9% 

Bombay Exhibition Centre 380 531 -28.4% 76 400.1% 

Indabrator 135 78 72.9% 160 -15.6% 

Nesco Foods 137 89 53.2% 16 777.1% 

Total 1,428 1,429 0.0% 934 53.0% 

      

Segment Wise EBIT (Rs in mn) 3QFY23 2QFY23 
QoQ 

(changes) 
3QFY22 

YoY 
(changes) 

Nesco IT Park 646 588 9.8% 563 14.7% 

Bombay Exhibition Centre 122 418 -70.8% 40 202.2% 

Indabrator 26 -12 Na 17 58.0% 

Nesco Foods 14 3 434.1% -13 na 

Total 808 997 -18.9% 607 33.2% 

Source: Company, Nirmal Bang Institutional Equities Research 
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Exhibit 3: 1-Year Forward P/B (in x) 

 

Source: Company, Nirmal Bang Institutional Equities Research 
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Consolidated financials  

Exhibit 4: Income statement  

Y/E March (Rsmn) FY21 FY22 FY23E FY24E FY25E 

Net sales 2,911 3,374 4,658 5,573 6,087 

Growth YoY (%) (32.6) 15.9 38.0 19.7 9.2 

COGS 155 253 249 298 292 

Operating Costs 175 526 742 838 897 

Other expenses 724 405 618 765 846 

EBITDA 1,857 2,190 3,048 3,673 4,052 

EBITDA growth (%) (33.3) 17.9 39.2 20.5 10.3 

EBITDA margin (%) 63.8 64.9 65.5 65.9 66.6 

Depreciation 257 283 261 262 264 

EBIT 1,599 1,907 2,788 3,411 3,788 

EBIT (%) 54.9 56.5 59.9 61.2 62.2 

Interest expense 82 92 82 82 82 

Other income 646 450 712 748 785 

Earnings before tax 2,163 2,265 3,418 4,076 4,491 

Tax- total 439 373 860 1,026 1,123 

Rate of tax (%) 20.3 16.5 25.2 25.2 25.0 

Net profit 1,725 1,892 2,558 3,050 3,368 

% growth (26.3) 9.7 35.2 19.3 10.4 

EPS (FD) 24.5 26.9 36.3 43.3 47.8 

% growth (26.3) 9.7 35.2 19.3 10.4 

Net DPS 3.00 2.42 3.27 3.90 4.30 

Net Payout ratio (%) 12.3 9.0 9.0 9.0 9.0 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 6: Cash flow  

Y/E March (Rsmn) FY21 FY22 FY23E FY24E FY25E 

Profit after Tax 1,725 1,892 2,558 3,050 3,368 

Depreciation 257 283 261 262 264 

Finanace costs 82 92 82 82 82 

Other Income (646) (450) (712) (748) (785) 

Working capital changes (63) (135) 43 158 (426) 

Operating Cash Flow 1,355 1,739 2,254 2,804 2,502 

Capital Expenditure (406) (4,050) (4,827) (4,827) (4,827) 

Net Cash After Capex 949 (2,311) (2,573) (2,023) (2,325) 

(Purchase)/Sales of Investment (732) 6,581 212 1,248 1,185 

Proceeds/Repayment of 
borrowings 

- - - - 1,000 

Finance costs (82) (92) (82) (82) (82) 

Dividend and dividend distribution 
tax 

(211) (170) (230) (275) (303) 

Other 336 (8,274) 4,236 (825) (734) 

Cash flow from Financing 42 (8,536) 3,924 (1,182) (119) 

Total Cash Generation 259 (4,266) 1,563 (1,957) (1,259) 

Opening Cash Balance 134 92 95 2,052 921 

Closing Cash & Bank Balance 92 95 2,052 921 397 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 5: Balance sheet  

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E 

Share capital 141 141 141 141 141 

Reserves and surplus 15,151 16,836 19,418 22,194 25,259 

Net worth 15,292 16,977 19,559 22,335 25,400 

Loans - - - - 1,000 

Other Financial Liabilities 1,056 1,275 1,287 1,300 1,313 

Provisions 54 55 68 73 - 

Deferred Tax Liability 359 314 314 314 314 

Other Non- Current Liability 231 331 261 279 297 

Total capital employed 16,992 18,951 21,489 24,301 28,324 

Property, Plant and Equipment 8,097 15,775 15,943 20,507 25,071 

Investments - - - - - 

Loans 44 139 44 44 44 

Other Non-Current Assets 1,103 952 952 952 952 

Total Non-Current Assets 9,245 16,866 16,939 21,504 26,067 

Trade Payables 106 89 157 181 186 

Other Financial Liabilities 568 273 289 389 - 

Other current liabilities 549 396 415 436 458 

Provisions (Current) 4 3 3 3 4 

Total Current Liabiities 1,226 761 865 1,009 648 

Inventories 74 75 118 142 140 

Investments 8,100 1,970 2,470 1,970 1,570 

Trade receivables 296 186 204 244 267 

Cash and Bank Balance 92 95 2,052 921 397 

Current Tax Assets (Net) - - - - - 

Other Current Assets 411 520 520 520 520 

Total Current Assets 8,974 2,846 5,364 3,797 2,894 

Net Current Assets 7,747 2,086 4,550 2,797 2,257 

Total Capital Employed 16,992 18,952 21,489 24,301 28,324 

Source: Company, Nirmal Bang Institutional Equities Research 

Exhibit 7: Key ratios  

Y/E March FY21 FY22 FY23E FY24E FY25E 

Profitability and return ratios      

EBITDA margin (%) 63.8 64.9 65.5 65.9 66.6 

EBIT margin (%) 54.9 56.5 59.9 61.2 62.2 

Net profit margin (%) 59.2 56.1 54.9 54.7 55.3 

ROE(%) 11.3 11.1 13.1 13.7 13.3 

ROCE (%) 9.4 10.1 13.0 14.0 13.4 

Working capital and liquidity 
ratios 

     

Receivables (days) 37 16 16 16 16 

Inventory (days) 159 159 159 159 159 

Payables (days) 249 250 220 220 220 

Current ratio (x) 7.3 3.7 6.6 3.8 4.5 

Valuation ratios      

EV/sales (x) 15.4 13.3 9.7 8.1 7.4 

EV/EBITDA (x) 24.2 20.5 14.8 12.2 11.1 

P/E (x) 26.1 23.8 17.6 14.8 13.4 

P/BV (x) 2.9 2.7 2.3 2.0 1.8 

Source: Company, Nirmal Bang Institutional Equities Research 
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Rating track 
Date Rating Market price (Rs) Target price (Rs) 

30 January 2018 Buy 613 794 

14 February 2018 Buy 595   794 

18 May 2018 Buy  560 794 

9 August 2018 Buy  502 768 

14 November 2018 Buy 461 764 

15 February 2019 Buy 442 764 

27 May 2019 Buy 485 764 

29 July 2019 Buy 540 782 

7 August 2019 Buy 537 782 

13 November 2019 Buy 605 937 

16 January 2020 Buy 717 937 

10 February 2020 Buy 770 937 

17 March 2020 Buy 538 937 

24 March 2020 Buy 404 931 

12 May 2020 Buy 413 769 

20 May 2020 Buy 393 769 

21 May 2020 Buy 395 769 

17 August 2020 Buy 518 769 

23 September 2020 Buy 556 759 

13 November 2020 Buy 510 759 

7 January 2021 Buy 575 808 

14 February 2021 Buy 615 808 

19 March 2021 Buy 543 808 

31 May 2021 Buy 559 774 

12 August 2021 Buy 603 774 

08 October 2021 Buy 660 831 

16 November 2021 Buy 621 831 

03 February 2022 Buy 595 831 

08 April 2022 Buy 596 873 

26 May 2022 Buy 550 873 

09 August 2022 Buy 575 873 

19 September 2022                                                             Buy 675 891 

13 November 2022                                                            Buy 623 758 

10 February 2023 Buy 589 758 

 
Rating track graph 
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DISCLOSURES 

This Report is published by Nirmal Bang Equities Private Limited (hereinafter referred to as “NBEPL”) for private circulation. NBEPL is a 
registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no. INH000001436. NBEPL is also 
a registered Stock Broker with National Stock Exchange of India Limited and BSE Limited in cash and derivatives segments.  

NBEPL has other business divisions with independent research teams separated by Chinese walls, and therefore may, at times, have 
different or contrary views on stocks and markets. 

NBEPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities 
Market. NBEPL, its associates or analyst or his relatives do not hold any financial interest in the subject company. NBEPL or its associates 
or Analyst do not have any conflict or material conflict of interest at the time of publication of the research report with the subject company. 
NBEPL or its associates or Analyst or his relatives do not hold beneficial ownership of 1% or more in the subject company at the end of 
the month immediately preceding the date of publication of this research report. 

NBEPL or its associates / analyst has not received any compensation / managed or co-managed public offering of securities of the 
company covered by Analyst during the past twelve months. NBEPL or its associates have not received any compensation or other 
benefits from the company covered by Analyst or third party in connection with the research report. Analyst has not served as an officer, 
director or employee of Subject Company and NBEPL / analyst has not been engaged in market making activity of the subject company. 

Analyst Certification: I, NBIE, the author of this report, hereby certify that the views expressed in this research report accurately reflects 
my personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation 
of the analyst was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research.  The 
analyst is principally responsible for the preparation of this research report and has taken reasonable care to achieve and maintain 
independence and objectivity in making any recommendations.  
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Disclaimer 

Stock Ratings Absolute Returns 

BUY  > 15% 

ACCUMULATE  -5% to15% 

SELL  < -5% 

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. NBEPL is not 
soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or refrain from 
engaging in any such transaction. In preparing this research, we did not take into account the investment objectives, financial situation and particular needs of the 
reader.  

This research has been prepared for the general use of the clients of NBEPL and must not be copied, either in whole or in part, or distributed or redistributed to 
any other person in any form. If you are not the intended recipient you must not use or disclose the information in this research in any way. Though disseminated to 
all the customers simultaneously, not all customers may receive this report at the same time. NBEPL will not treat recipients as customers by virtue of their receiving 
this report. This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, regulation or which would subject NBEPL & its group companies to registration or licensing 
requirements within such jurisdictions. 

The report is based on the information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate, 
complete or up-to-date and it should not be relied upon as such. We accept no obligation to correct or update the information or opinions in it. NBEPL or any of its 
affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in 
this report. NBEPL or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this 
report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The recipients of this report should 
rely on their own investigations.  

This information is subject to change without any prior notice. NBEPL reserves its absolute discretion and right to make or refrain from making modifications and 
alterations to this statement from time to time. Nevertheless, NBEPL is committed to providing independent and transparent recommendations to its clients, and 
would be happy to provide information in response to specific client queries.  

Before making an investment decision on the basis of this research, the reader needs to consider, with or without the assistance of an adviser, whether the advice 
is appropriate in light of their particular investment needs, objectives and financial circumstances. There are risks involved in securities trading. The price of securities 
can and does fluctuate, and an individual security may even become valueless. International investors are reminded of the additional risks inherent in international 
investments, such as currency fluctuations and international stock market or economic conditions, which may adversely affect the value of the investment. Opinions 
expressed are subject to change without any notice. Neither the company nor the director or the employees of NBEPL accept any liability whatsoever for any direct, 
indirect, consequential or other loss arising from any use of this research and/or further communication in relation to this research. Here it may be noted that neither 
NBEPL, nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including 
lost revenue or lost profit that may arise from or in connection with the use of the information contained in this report.  

Copyright of this document vests exclusively with NBEPL.  

Our reports are also available on our website www.nirmalbang.com 

Access all our reports on Bloomberg, Thomson Reuters and Factset. 
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