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About the Company

Netweb Technologies is a High-End Computing Solutions (HCS) provider, incorporated in 1999.
The company designs, manufactures and deploys HCS comprising proprietary middleware
solutions, end-user utilities, and precompiled application stack. As of Feb'23, the company
has undertaken installations of 300+ supercomputing systems, 50+ private cloud and HCI
installations and 4,000+ accelerator or GPU-based Al systems and enterprise workstations, and
HPS solutions with throughput storage of up to 450 GB/Sec. Two of the company’s supercomputers
have been listed 10 times as the world’s top 500 supercomputers. The company also caters to
an Indian government space research organization and an R&D organization of the Ministry of
Electronics and Information Technology, Government of India which is involved in carrying out
R&D in information technology and electronics and associated areas including supercomputing.
The company is coming out with an IPO comprising of Fresh Issue of ~4.1mn shares and an OFS
of ~8.5mn shares, aggregating to ~Rs6,310mn.

Strong In-House Capabilities

The company develops in-house compute and storage technologies. Leveraging India’s
National Supercomputing Mission, it deploys supercomputing infrastructure to meet the rising
computational demands of businesses, academia, and research organizations. Netweb
Technologies’ HCS offerings comprise of i) High-performance computing (supercomputing / HPC)
systems, ii) Private cloud and hyper-converged infrastructure (HCI), iii) Al systems and enterprise
workstations, iv) High-performance storage (HPS / enterprise storage system) solutions, v) Data
centre servers, and vi) Software and services for HCS offerings.

Catering to Multiple End-User Industries & Customers

Netweb Technologies caters to several marquee customers across various end-user industries
such as information technology, information technology-enabled services, entertainment and
media, banking, financial services and insurance (BFSI), national data centres and government
entities including in the defence sector. Additionally, the company also provides its solutions
to education and research development institutions such as IIT Jammu, IIT Kanpur, NMDC
Data Centre, Airamatrix and Jawaharlal Nehru University among several others. Moreover, the
company has forayed into developing new product lines, namely, Network Switches and 5G
ORAN Appliances, in FY23. These are critical to the data centre industry for enterprise IT, and the
telecommunication industry for enabling 5G services.

Financials in Brief

On the financial front, the company has reported a net revenue of Rs1.4bn, Rs2.5bn and Rs4.5bn
for FY21, FY22 and FY23 respectively. EBITDA for FY21, FY22 and FY23 were Rs144mn, Rs346mn
and Rs700mn respectively, while net profit stood at Rs82mn, Rs225mn and Rs469mn for the
aforementioned period. The company registered Revenue/EBITDA/PAT CAGR of 77%/121%/139%
over FY21-23. PAT margin has steadily increased from 5.8% in FY21 to 10.5% in FY23. Netweb
Technologies has maintained a healthy average RoE of ~46% over FY21-23.

Our View

On FY23 financials, the IPO is valued at 59.7x P/E, 40.3x EV/EBITDA and 6.3x EV/Sales. The
over IT market in India is forecasted to be $225bn in FY23 and is expected to reach $372.7bn
by FY29 with a CAGR of 8.8%. The PLI scheme and ‘China Plus One’ strategy will further
boost the IT sector which will provide growth opportunities to the company. Moreover, high-
end computing solutions, such as HPC, HCI, AI&EW, data centre servers etc., are expected to
witness growth leading to increased adoption of technology in various end-use industries in
addition to increased investment by public and private players in these solutions. In view of
strong in-house capabilities, healthy financials, foray into new product-lines, multiple end-
user industries and marquee customers and strong growth prospects, we recommend a
‘SUBSCRIBE’ to the issue.

IPO Details

Price Band (Rs) 475-500
Face Value (Rs) 2
Issue Open/Closing Date 17-Jul-23/19-Jul-23
Fresh Issues (mn) 41
OFS (mn) 8.5
Total Issue (mn) 12.6
Minimum Bid Qty. (Nos) 30
Issue Size (Rs bn)* 6.31
QIB / HNI / Retail 50%/15%/35%
Implied Market Cap (Rs bn)* 28.0
*At higher band

Obiject of the Issue

» Fuding capex and working capital requirements.
> Repayment of borrowings.
> General corporate purposes.

Strengths

» India’s leading Indian origin owned and controlled
OEM for HCS.

Marquee and diversified customer base.

Focus on R&D and strong in-house capabilities.

Healthy financial performance.

viv v vy

Focus on expanding the product portfolio.

Key Risk

> Heavily reliant on top 10 customers.

> Maijority portion of revenues are from operations
from selected HCS offerings.

» Depend on few application Industries for majority of
revenue from operations.

Shareholding (%) Pre-Issue Post-Issue
Promoters 97.8 75.5
Others 2.2 24.6
Key Financials

(Rs mn) FY21 FY22 FY23
Revenue 1,428 2,470 4,450
EBITDA 144 346 700
EBITDA Margin (%) 10.1 14.0 15.7
PAT 82 225 469
PAT Margin (%) 58 9.1 10.5
EPS (Rs) 1.5 4.0 8.4
P/E (x) 340.6 124.8 59.7
EV/EBITDA (x) 196.4 81.8 40.3
EV/Sales (x) 19.8 1.5 6.3
Net Worth 218 444 937
ROE (%) 37.7 50.6 50.1
Gross Debt 291 336 304
Net Block 66 104 234
Net Asset Turnover (x) 21.7 23.8 19.0

Source: RHP
Senior Research Analyst:
Vikas Jain
Contact : (022) 41681371
Email : vikas.i.jain@relianceada.com
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Industry Data
Exhibit 1: Indian IT Market by Segment Exhibit 2: India IT Industry Market by Application
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Exhibit 3: Global HPC Market Exhibit 4: Indian HPC Market
70 1000
900
60 558 58.2
53.4 800
50 700
€ 40 = 600
2 £
@ % @ 500
400
20 300
200
10
100
0 0
FY19 FY20 FY21 FY22E FY23F FY24F FY25F FY26F FY27F FY28F FY29F FY19 FY20 FY21 FY22E FY23F FY24F FY25F FY26F FY27F FY28F FY29F
Source: RHF, Frost & Sullivan Analysis Source: RHP, Frost & Sullivan Analysis
Exhibit 5: India HPC Market by Computation Type Exhibit 6: India HPC Market by Application ($mn)
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Exhibit 7: India Private Cloud & Hyperconverged Infrastructure Exhibit 8: India Al Systems & Enterprise Workstations (Al & EW)
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Exhibit 9: India Data Centre Server Market Exhibit 10: India Enterprise Storage Systems market ($mn)
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Exhibit 11: Revenue Breakup (Application Industries) - FY23

Exhibit 12: Revenue Breakup (Business Vertical) - FY23
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Exhibit 13: Margins (%) Exhibit 14: RoE & RoCE (%)
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Disclaimer:

Reliance Securities Limited (RSL), the broking arm of Reliance Capital is one of the India’s leading retail broking houses. Reliance Capital is amongst India’s leading and most valuable
financial services companies in the private sector. Reliance Capital has interests in asset management and mutual funds, life and general insurance, commercial finance, equities and
commodities broking, wealth management services, distribution of financial products, private equity, asset reconstruction, proprietary investments and other activities in financial services.
The list of associates of RSL is available on the website www.reliancecapital.co.in. RSL is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014

General Disclaimers: This Research Report (hereinafter called ‘Report) is prepared and distributed by RSL for information purposes only. The recommendations, if any, made herein are
expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security
through RSL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective securitylies) referred to herein. These information / opinions /
views are not meant fo serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely
on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before
executing any frades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by
RSL to be reliable. RSL or its directors, employees, dffiliates 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, dffiliates or
representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the
information / opinions / views contained in this Report.

Risks: Trading and investment in securities are subject to market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved.
The trades/ investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects
or returns. The value of securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions,
micro and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk. Derivative products may also be affected by various risks
including but not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect
the pricing of derivatives.

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action
has been or will be taken by RSL in any jurisdiction (other than India), where any action for such purposels) is required. Accordingly, this Report shall not be possessed, circulated and/
or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to
inform himself about and to observe any restrictions at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the
Courts in India.

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions
in respect of the securities and their respective issuers. None of RSL, research analysts, or their relatives had any known direct /indirect material conflict of interest including any long/short
position(s) in any specific security on which views/opinions have been made in this Report, during its preparation. RSL's Associates may have other potential/material conflict of interest
with respect to any recommendation and related information and opinions at the time of publication of research report. RSL, its Associates, the research analysts, or their relatives might
have financial interest in the issuer company(ies) of the said securities. RSL or its Associates may have received a compensation from the said issuer companylies) in last 12 months for the
brokerage or non brokerage services.RSL, its Associates, the research analysts or their relatives have not received any compensation or other benefits directly or indirectly from the said
issuer company(ies) or any third party in last 12 months in any respect whatsoever for preparation of this report.

The research analysts has served as an officer, director or employee of the said issuer company(ies)?: No

RSL, its Associates, the research analysts or their relatives holds ownership of 1% or more, in respect of the said issuer company(ies).?: No

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying,
distribution of this Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL.

RSL's activities were neither suspended nor have defaulted with any stock exchange with whom RSL is registered. Further, there does not exist any material adverse order/judgments/
strictures assessed by any regulatory, government or public authority or agency or any law enforcing agency in last three years. Further, there does not exist any material enquiry of
whatsoever nature instituted or pending against RSL as on the date of this Report.

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views of which they form part of.

RSL CIN: U65990MH2005PLC154052. SEBI registration no. (Stock Broker: INZ000172433, Depository Participants: CDSL IN-DP-257-2016 IN-DP-NSDL-363-2013, Research Analyst:
INHO00002384); AMFI ARN No.29889.
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