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NETWEB TECHNOLOGIES
INDIA LIMITED

Incorporated in 1999, Netweb Technologies India provides high-end computing
solutions (HCS). It offers high-performance computing (supercomputing/HPC)
systems; private cloud and hyper-converged infrastructure (HCI); Al systems and
enterprise workstations; high-performance storage (HPS/enterprise storage
system) solutions; data center servers, softwares and services .

Objects and Details of the Issue:

The public issue consists of Offer For Sale aggregating upto Rs 425 Cr and fresh
issue of equity shares aggregating upto Rs 206 Cr. Cr. The net proceeds from the
fresh issue will be utilised towards:

i) Funding capital expenditure requirements of (a) the building for the surface
mount technology (SMT) line and interior development (b) Purchase of machinery
for the new SMT production line (Rs. 32.2 Cr);

iii) Funding of long-term working capital requirements (Rs. 128 Cr)

iv) Prepayment of certain borrowings (Rs. 22.5 Cr).

Investment Rationale:

e HPC market has strong tailwinds

e Strong relationship with customers

e High entry barriers to business

New product lines and expanding geographic presence
Strong and consistent financial performance

Valuation and Recommendation:-

Netweb Technologies intends to leverage its presence in the fast growing HCS
(High end Computing Solutions) industry with focus on developing refined,
customised computing systems to address the high-end computational
requirements of customers. Netweb is thus able to generate high EBITDA margins
and ROCE. There are no directly comparable peers in the listed space who are
present in the HCS industry. Thus we compare Netweb with EMS players who are
mainly into manufacturing of electronic components and are also supported by
strong growth due to favorable industry tailwinds. We believe, Netweb possesses
higher growth and return ratios compared to EMS players and is also available at
cheaper valuations. Thus we recommend to Subscribe to the IPO.

Financials (Rs Cr.) FY21 FY22 FY23

Net Revenues 142.8 247.0 445.0
Growth NA 73.0% 80.1%
EBIDTA 14.4 34.6 70.0
EBITDA Margins 10.1% 14.0% 15.7%
PBT 11.1 30.2 63.0
Adjusted PAT 8.2 22.5 46.9
EPS 1.5 4.0 8.4
ROCE 28% 43% 52%
EV/Sales 19.8x 11.5x 6.3x
EV/EBITDA 196.50x 81.8x 40.4x
P/E 340.6x 124.8x 59.7x

Source: Company data, NBRR
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Company Background

Netweb Technologies India Limited is one of India’s leading Indian origin owned and controlled OEM for high-end computing
solutions (HCS) providing end to end solutions with fully integrated design and manufacturing capabilities, now compliant with
Make in India policy.

HCS offerings & their revenue mix for FY23

(i) High performance computing (Supercomputing / HPC) systems (39% mix)

(ii) Private cloud and hyper converged infrastructure (HCI) (33% mix)

(iii) Al systems and enterprise workstations (7% mix)

(iv) High performance storage (HPS / Enterprise Storage System) solutions (7% mix)
(v) Data centre servers (6% mix)

(vi) Software and services (2% mix)

(vii) Others (6% mix)
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Source: Company

It has experience of installing 300+ HPC system, 50+ private cloud & HCI, 4000+ accelerator/GPU based Al systems and enterprise
workstations. In terms of number of HPC installations, it is one of the most significant OEMs in India amongst others. It has
collaborated with various technology partners including: Intel Americas, Inc. (Intel), Advanced Micro Devices, Inc. (AMD), Samsung
India Electronics Private Limited, Nvidia Corporation (Nvidia), and Seagate India Private Limited to design and innovate products
and provide services tailored to specific customer requirements. It also independently designs and innovates products and
solutions offerings and provides services tailored to specific customer requirements.

The manufacturing infrastructure facility is located in Faridabad and Haryana. In addition to registered office in Faridabad, it has
15 offices across India.
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Investment Rationale
HPC (High Performance Computing) market has strong tailwinds

Indian Supercomputing systems market is expected to grow from USD 539 mn in FY23 to USD 919 mn in FY29 at a CAGR of 9.3%.
FY23 witnessed the introduction of 5G network in the Indian market and the 5G market in India is expected to witness a high
growth rate in the years to come and is projected to grow at a CAGR of over 90% from FY24-FY28. The projected growth in the 5G
market in India is also expected to result in an increased demand for HCI (Hyper Converged Infrastructure) and private cloud
infrastructure in India.

Share of Indian HPC market expected to grow

CAGR 9.3%
768.9 8404 S—

T03.5
643.6
B B . I I
2023F 2024F 2027F

2025F 2026F 2028F 2029F

Source: RHP

Strong relationship with customers

Netweb typically integrates proprietary software into the product and solution suite that it offers, the operational framework is
flexible enough to also integrate third party software into solutions, in accordance with the customer’s needs and requirements.
This enables and helps in customer retention and repeat business. Its marquee customers include: IIT Jammu, IIT Kanpur,
Airamatrix, NMDC Data Centre, Graviton, INST, HL Mando, IlIT Naya Raipur, JNU, Hemvati University, Akamai, A.P.T. Portfolio,
Yotta Data, CUHP University, an GOI space research organisation, and an R&D organisation of the Ministry of Electronics and
Information Technology, GOI which is involved in carrying out R&D in information technology and electronics and associated areas
including Supercomputing.

Industry- wise revenue mix Revenue from repeat customers
105% - . 91%
B Higher education 88% o
& research 85% - 78%
22%
Space & defence 65% -
45% -
IT & ITES
25%
0 25% -
Others 5%
FY21 FY22 FY23
Source: RHP Source: RHP
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High entry barriers to business

NETWEB TECHNOLOGIES
INDIA LIMITED

The association with companies operating in different Application Industries and catering to their specific needs has honed
technical expertise with devoted time, energy and resources, to constantly innovating and developing skill-sets which are required
in rapidly evolving and technologically advanced industries.

Our &R Manufacturing servers
Capabilities

Innovation

Industry Entry
Barriers*

Continuous R&D in

' Supercomputing systems

- Containerized Application
( ¥ Solution

Rapidity of technological advancement necessitates:
e Hardware, Middleware & Application-level

e Application Optimization
o e Track Record of Customer Service
* Fine tuning of Architectures

_,\’; Mix workload

Technical Skillset
Kernel level ¢ Hardware product sz Fine-tuned PCB
design Lf-;j designs ﬁ% layouts

Repository of

= i =S
=< Dense architectures S HPC-Al codes

capabilities

Modification of designs and changes in

implementation requires
| * Deep Expertise in system design & architecture

/o Expertise in Hardware & middleware
= » Exposure to large problem sets
o Technical skill set & expertise

Source: Company

The company’s R&D Facilities has enabled it to increase its product lines across different HCS offerings

&> Skylus

Skylus is a private cloud
solution with hyper-converged

capabilities Le., combining
compute, storage, and
network. i.e, "Private Cloud &

HCl in box’

&S TCM

Tyrone Cluster Manager (TCM) is a
suite which assists in simplified
cluster development and cluster
management at HPC data centers

Private Cloud
and HCI

#® KUBYTS

Kubyts is a curated catalogue
of GPUs & CPUs accelerated
container applications L3
images for deep learning
software, HPC applications and
HPC visualization tools

Data Centre which
Servers

Tyrone

cCAMARGERO

Dual/ Multi processor server

ParallelStor
A range of storage system
provides  high-
throughput storage
couL LEacTIive
A parallel file system that assists
in meeting archival and storage
regquirements

Tyrone veERTA
Range of Unified Storage
Solutions providing flexibility
and high performance

HPS Solutions

Source: Company

New product lines and expanding geographic presence

Over the years, Netweb has honed its technical capabilities to create a wide-ranging product portfolio comprising Supercomputing
solutions, private cloud and HCI (Hyper Converged Infrastructure), and enterprise storage solutions. It has developed cloud suite
in-house based on the brand ‘Tyrone Skylus’ which insulates from third party reliance. Netweb recently forayed into developing
new product lines, network switches and 5G ORAN appliances in FY23.

Netweb is catering to many Indian and multinational customers based in India that have operations overseas and propose to start
by leveraging existing relationship to expand business and cater to the international operations of such companies. 5G is expected
to drive growth in businesses globally. The 5G market in European and Africa countries is expected to grow at a CAGR of 45.7%
between FY23 and FY29. Mobile service providers in the Asia Pacific region intend to invest USD 227 bn on 5G deployments

between FY22 and FY25.
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|Lu Strong and consistent financial performance
O Revenue Growth (YoY) EBITDA Margin
. 19.0% -
500 - 445 b
O caot? 17.0% - 15.7%
o 420 - 15.0% - 14.0%
— 340 - 13.0% -
247 11.0% - 10.1%
260 -
9.0% -
180 - 143 7.0% -
100 - 5.0% -
21 22 V23 Fy21 FY22 FY23
Source: RHP Source: RHP
PAT Growth (YoY) ROCE % (YoY)
50 - a7 5594 52%
°/o
45 39 9
4(5) | 45% - 43%
35 - 35% -
30 - 28%
25 - 22 25% -
20 -
15 1 15% -
10 - 8
5 || 5%
FY21 FY22 FY23 FY21 FY22 FY23
Source: RHP Source: RHP

As a result of continuous R&D in data centre server development, with capabilities of manufacturing servers that are suitable for
building private cloud solutions, Supercomputing systems clusters, and modern data centre have enabled the company to deliver
consistent and strong financial performance. Revenue has increased at a CAGR of 76% from Rs 143 Cr in FY21 to Rs 445 Cr in FY23.
EBIDTA has increased at a CAGR of 121% from Rs 14 Cr in FY21 to Rs 70 Cr in FY23.
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Concerns
High client concentration: Company’s top 5 clients together constituted 47% of revenue in FY23. Any unforeseen events impacting
these 5 customers or change in outsourcing policies of these 5 clients could have a negative impact on Netweb.

Heavy dependence on few of the HCS offerings: Out of the HCS offerings, Supercomputing systems, and private cloud & HCl have
generally been the largest revenue generating business verticals contributing 39% and 33% of total revenue respectively in FY23.

IPO NOTE

Valuation and Recommendation

Netweb Technologies intends to leverage its presence in the fast growing HCS (High end Computing Solutions) industry with focus
on developing refined, customised computing systems to address the high-end computational requirements of customers.
Netweb is thus able to generate high EBITDA margins and ROCE. There are no directly comparable peers in the listed space who
are present in the HCS industry. Thus we compare Netweb with EMS players who are mainly into manufacturing of electronic
components and are also supported by strong growth due to favorable industry tailwinds. We believe, Netweb possesses higher
growth and return ratios compared to EMS players and is also available at cheaper valuations. Thus we recommend to Subscribe
to the IPO.

Listed Comparable Peers

FY23 Figures Avalon Syrma SGS Kaynes Cyient DLM A\ Netweb
Revenue 945 2,048 1,126 832 1,238 445
CAGR (FY21-23) 17% 52% 64% 15% 37% 76%
Gross Margin 36% 25% 31% 33% 31% 27%
EBITDA Margin 12.0% 9.0% 15.0% 10.6% 11.6% 16%
Asset Turns (x) 1.1x 1.1x 1.0x 1.5x 1.2x 3.4x
ROCE 12% 12% 14% 13% 13% 52%
W.C.Cycle 117 102 147 132 125 84
EV/EBITDA 25.7x 35.5x 46.7x 26.1x 33.5x 40.4x
P/E 63.7x 61.9x 91.6x 66.2x 70.8x 59.7x

Source: Company Data, NBRR
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Financials

P&L (Rs. Cr) FY21 FY22 FY23
Net Revenue 143 247 445
% Growth - 73% 80%
Raw Materials 106 186 324
% of Revenues 74.3% 75.5% 72.9%
Employee Cost 13 15 29
% of Revenues 8.9% 6.2% 6.6%
Other expenses 10 11 21
% of Revenues 6.7% 4.4% 4.8%
EBITDA 14 35 70
EBITDA Margin 10.1% 14.0% 15.7%
Depreciation 1 2 4
Other Income 2 1 1
Interest 3 4 4
Exceptional item 0 0 0
PBT 11 30 63
Tax 3 8 16
Tax rate 25.9% 25.7% 25.5%
Non controlling interest 0 0 0
Adj PAT 8 22 47
% Growth - 173% 109%
EPS (Post Issue) 1.5 4.0 8.4
Ratios & Others FY21 FY22 FY23
EBITDA Margin (%) 10.1% 14.0% 15.7%
PAT Margin (%) 5.8% 9.1% 10.5%
ROE (%) 38% 51% 50%
ROCE (%) 28% 43% 52%
Turnover Ratios FY21 FY22 FY23
Debtors Days 143 115 124
Inventory Days 75 57 44
Creditor Days 109 79 85
Asset Turnover (x) 2.7 3.1 3.4
Valuation Ratios FY21 FY22 FY23
Price/Earnings (x) 340.6 124.8 59.7
EV/EBITDA (x) 196.5 81.8 40.4
EV/Sales (x) 19.8 11.5 6.3
Price/BV (x) 229.2 112.7 53.4

Source: Company Data, NBRR

NETWEB TECHNOLOGIES

INDIA LIMITED
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Balance Sheet (Rs. Cr) FY21 FY22 FY23
Share Capital 5.7 5.7 10.2
Reserve & Surplus 16 39 83
Networth 22 a4 94
Total Loans & Lease Liab. 31 34 36
Other non-curr liab. 1 1 2
Trade payable 43 53 103
Other Current Liab 14 15 32
Total Current Liab. 57 68 135
Total Equity & Liab. 110 149 266
Fixed Assets & CWIP 7 11 24
Intangible Assets - - 1
Financial Assets 3 3 1
Investments - -

Other non Curr. assets 2 1 2
Inventories 29 38 54
Cash & cash equivalent 2 2 7
Bank 5 6 7
Debtors 56 78 152
Other Current assets 6 10 19
Total Assets 110 149 266
Cash Flow (Rs. Cr) FY21 FY22 FY23
EBITDA 14 35 70
Provisions & Others 0 0 2
Op. profit before WC 15 35 72
Change in WC (24) (25) (32)
Less: Tax 1 5 13
CF from operations (10) 5 27
Addition to assets (2) (5) (13)
(Purchase)/Sale of invst. - 0 (0)
(Invt)/ withdrawal of deposi (1) (0) (1)
Int & Div Received 0 0 0
CF from Investing (2) (5) (14)
Proceeds from borrowings/ 19 12 4
Repayment of borrowings (4) (9) (7)
Repayment of lease liab. (0) (1) (1)
Dividend & Intt paid (3) (3) 4)
CF from Financing 12 0 (8)
Net Change in cash 0 0 5
Cash at beginning 2 2 2
Cashatend 2 2 7
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Disclosure:

Research Reports that are published by Nirmal Bang Securities Private Limited (hereinafter referred to as “NBSPL”) are for private
circulation only. NBSPL is a registered Research Analyst under SEBI (Research Analyst) Regulations, 2014 having Registration no.
INHO00001766. NBSPL is also a registered Stock Broker with National Stock Exchange of India Limited, BSE Limited, Metropolitan Stock
Exchange of India Limited, Multi Commodity Exchange of India Limited and , National Commodity and Derivative Exchange Limited in
Capital Market , Equity and Commodities derivatives segments and Currency Derivatives Segment .

IPO NOTE

NBSPL 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.

NBSPL or its associates have not been debarred / suspended by SEBI or any other regulatory authority for accessing / dealing in securities
Market since last 20 years. NBSPL, its associates or analyst or his relatives do not hold any financial interest (Except Investment) in the
subject company. NBSPL 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. NBSPL or its associates or Analyst or his relatives may or may 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.

NBSPL 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. NBSPL 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. NBSPL / analyst has not been engaged in market making activity of the subject company.

Analyst Certification: The research analysts and authors of these reports, hereby certify that the views expressed in this research report
accurately reflects my/our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no
part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or
views in this research. The analyst(s) 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:

The Research Report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation
advice. NBSPL is not soliciting any action based upon it. Nothing in the research report 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 the research report, we did not take into
account the investment objectives, financial situation and particular needs of the reader.

IPO NOTE

The research report has been prepared for the general use of the clients of NBSPL 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 the research report in any way. Though disseminated to all the customers simultaneously, not all customers may receive the research
report at the same time. NBSPL will not treat recipients as customers by virtue of their receiving the research report. The research 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 NBSPL & 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. NBSPL 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 the research report. NBSPL 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 the research
report should rely on their own investigations.

This information is subject to change without any prior notice. NBSPL reserves its absolute discretion and right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, NBSPL 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 research report, 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 NBSPL accept any liability whatsoever for any direct,
indirect, consequential or other loss arising from any use of the research report and/or further communication in relation to the research
report. Here it may be noted that neither NBSPL, 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 the research report.
Copyright of this document vests exclusively with NBSPL.

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

Registration granted by SEBI and certification from NISM in no way guarantee performance of NBSPL or provide any assurance of returns to

investors.
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