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CMP: Rs2,002 | TP: Rs2,130 | Market cap (US$m): 1,396 | Bloomberg: NETWEB IN  

 

Growth moderates off a high base 
 

3QFY25 Update 

 

Sales: Rs3,340mn, up 32% YoY/ up 33% QoQ (in-line with IIFLe) 

EBITDA: Rs439mn, up 28% YoY/ up 23% QoQ (10% below IIFLe) 

EBITDA Margins: 13.2%, down 36bps YoY/ down 107bps QoQ (IIFLe: 14.7%) 

PAT: Rs303mn, up 17% YoY/ up 18% QoQ (14% below IIFLe) 

Order Inflows: Rs3,246mn, down 13% YoY/ up 61% QoQ 

Order Book (incl. L1): Rs7,084mn (0.8x TTM Sales), up 10% YoY/ flat QoQ 

 

Netweb Technologies reported an in-line growth in 3Q revenue driven by AI&EW (+92% 

YoY) while pace of growth moderated for HPC & HCI segments (+27%/12% YoY) off a high 

base. While Order inflows declined YoY, same should scale up on the back of a strong order 

pipeline (ex-India AI mission) of Rs38bn (+18% YoY). Execution of a large order for VSSC 

impacted GMs (down 35bps YoY), which coupled with recognition of PLI pushing out to 4Q 

led to a 150bps miss on IIFLe OPMs. Management reiterated guidance of 30-35% sales Cagr 

over the medium term but moderated margin improvement expectations as the company 

continues the growth trajectory. We tone down our revenue and margins expectations, 

driving 11/10/8% cut to FY25/26/27ii EPS. Even as Netweb remains a quality play on the 

fast-growing HPC market in India, expensive valuations leave little room for upside. 

Maintain ADD with a revised TP of Rs2,130 (50x FY27ii).  
 

Performance highlights 
 

Financial highlights 

 

• Implied order inflows declined by 13% YoY to ~Rs3.2bn while the L1 position stood at ~Rs3.5bn. 

Cumulative order book (existing OB + L1) is Rs7.1bn, 0.8x TTM sales. OB contains export orders 

from ME & Europe. Order pipeline improved by 18% YoY to ~Rs38bn (+3% sequentially). 

• For end-customer segments, sales growth was led by Space & Defence (up 34x YoY to Rs1,134mn) 

on the back of execution of the supercomputer order from VSSC. Other Enterprises and Higher 

Education & Research Institutions witnessed 26/21% YoY decline. Mix of Government & Private 

enterprises stood at 60:40. 

• During the quarter the company forayed into international markets (Europe & Middle East) with 

exports making up 9% of sales. Margins for the exports business were in-line with the domestic 

business. 

• Netweb on boarded 33 new clients in 3QFY25, cumulatively added 103 new customers in 9MFY25. 

Customer concentration increased during the period with Top 10 clients constituting 72% of sales in 

9MFY25 vs 65% in FY24. 

• Execution of a large order during the quarter impacted gross margins (-35bps YoY to 21.4%), 

leading to Ebitda margins declining to 13.2%. Current order book has no large chunky orders and 

hence margins should improve in the coming quarters. 

• Decline in other income (-65% YoY) and increase in D&A (+72% YoY) owing to operationalisation of 

the new SMT facility led PAT margins to contract by 119bps YoY to 9.1%. PAT grew by 17% YoY to 

Rs303mn. 

• Mgmt. reiterated guidance for 30-35% sales Cagr over the medium term. OPMs set to sustain at 

14% for FY25 and mgmt. guides for marginal expansion over the next two years. 
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Other highlights 

 

• Product Development – The company is developing AI GPU systems based on the NVIDIA 

Blackwell GB200 platforms. It is expected to launch in the next four months, in-line with NVIDIA’s 

worldwide launch. 

• The company is still working on 5G ORAN and the R&D team is making the product ready, but it will 

take at least one or two quarters to have a commercial product ready. 

• GPU embargos – Mgmt. doesn’t expect possible GPU export restrictions by USA to impact 

Netweb’s operations esp. for projects involving government or large enterprises. 
 
Figure 1: Financial summary (Rs mn) 

Y/e 31 Mar, Consolidated FY23A FY24A FY25ii FY26ii FY27ii 

Revenues (Rs m) 4,450 7,241 10,982 15,461 21,489 

Ebitda margins (%) 15.7 14.2 14.5 15.2 15.6 

Pre-exceptional PAT (Rs m) 469 759 1,166 1,663 2,401 

Reported PAT (Rs m) 469 759 1,166 1,663 2,401 

Pre-exceptional EPS (Rs) 9.2 13.5 20.7 29.5 42.6 

Growth (%) 16.1 46.1 53.6 42.6 44.4 

IIFL vs consensus (%)     (3.3) (4.9) (4.2) 

PER (x) NM 159.3 103.7 72.7 50.4 

ROE (%) 68.0 29.4 24.7 28.3 32.4 

Net debt/equity (x) 0.2 (0.5) (0.4) (0.4) (0.3) 

EV/Ebitda (x) 156.3 115.8 74.5 50.5 35.2 

Price/book (x) 116.6 28.6 23.2 18.6 14.5 

OCF/Ebitda (x) 0.4 0.2 0.2 0.3 0.3 

Source: Company, IIFL Research 

 
Figure 2: Summary of change in estimates 

Rs bn 
New Old Change 

FY25ii FY26ii FY27ii FY25ii FY26ii FY27ii FY25ii FY26ii FY27ii 

Revenue           11.0            15.5            21.5            11.7            16.5            23.0  -6% -6% -6% 

OPMs 14.5% 15.2% 15.6% 15.3% 15.7% 15.9% -80 bps -51 bps -25 bps 

PAT              1.2               1.7               2.4               1.3               1.8               2.6  -11% -10% -8% 

EPS (Rs)           20.7            29.5            42.6            23.4            32.7            46.4  -11% -10% -8% 

Source: Company, IIFL Research 
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IIFL Securities Limited is registered with the Securities & Exchange Board of India (SEBI) as “Research Analyst” with SEBI-

registration number INH000000248 

 

Disclosure / Disclaimer: 

 

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

Regulations) 

  

IIFL Securities Limited (IIFLSEC) is engaged in diversified financial services business including equity, currency & commodity broking, DP services, 

merchant banking, portfolio management services, distribution of Mutual Fund and other investment products. IIFL Securities Limited is a listed 

public company. We submit that no material disciplinary action has been taken on IIFLSEC by any regulatory authority impacting Equity Research 

Analysis. IIFL Securities Limited is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading member of the 

National Stock Exchange of India Limited (“NSE”), the BSE Limited (“BSE”), Multi Commodity Exchange of India Limited (MCX) and National 

Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities and is Depository Participant registered with National Securities 

Depository Limited (NSDL) & Central Depository Services Limited (CDSL), a SEBI registered Merchant Banker, a SEBI registered Portfolio Manager 

and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products. IIFL Securities Limited is a large broking house 

catering to retail, HNI, institutional clients, trust, foreign portfolio investors, mutual funds, insurance companies and alternative investment funds. 
It operates through its branches and authorised persons spread across the country and the clients are provided online trading through internet and 

offline trading through AP’s, branches and Customer Care. 

a) This research report (“Report”) is prepared for the personal information of the authorized recipient(s) and is not for public distribution and 

should not be reproduced, redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for 

any purpose and the same shall be void where prohibited. The information provided in the Report is from publicly available data, which we 

believe, are reliable. While reasonable endeavors have been made to present reliable data in the Report so far as it relates to current and 

historical information, but IIFLSEC does not guarantee the accuracy or completeness of the data in the Report. 

b) Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or 

implied, is made regarding future performance. Information, opinions and estimates contained in this report reflect a judgment of its original 

date of publication by IIFLSEC and are subject to change without notice. The price, value of and income from any of the securities or financial 
instruments mentioned in this report can fall as well as rise. The value of securities and financial instruments is subject to exchange rate 

fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. 

c) The Report also includes analysis and personal views of our research team. The Report is purely for information purposes and does not 

construe to be investment recommendation/advice or an offer or solicitation of an offer to buy/sell any securities. The opinions expressed in 

the Report are our current opinions as of the date of the Report and may be subject to change from time to time without notice. 

d) Investors should not solely rely on the information contained in this Report and must make investment decisions based on their own 

investment objectives, judgment, risk profile and financial position. The recipients of this Report may take professional advice before acting on 

this information. 

e) IIFLSEC has other business segments / divisions with independent research teams separated by 'Chinese walls' catering to different sets of 
customers having varying objectives, risk profiles, investment horizon, etc and therefore, may at times have, different and contrary views on 

stocks, sectors and markets. 

f) 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 local law, regulation 

or which would subject IIFLSEC and its affiliates 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. This report is not to be construed as an offer 

to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. Persons in whose 

possession this Report may come are required to inform themselves of and to observe such restrictions. 

g) As IIFLSEC along with its associates, are engaged in various financial services business and so might have financial, business or other 

interests in other entities including the subject company (ies) mentioned in this Report. However, IIFLSEC encourages independence in 
preparation of research report and strives to minimize the conflict in preparation of research report.  IIFLSEC and its associates did not receive 

any compensation or other benefits from the subject company (ies) mentioned in the Report or from a third party in connection with 

preparation of the report, accordingly IIFLSEC and its associates do not have any material conflict of interest at the time of publication of this 

Report. 

h) In the last 12 month period ending on the last day of the month immediately preceding the date of publication of this research report IIFLSEC 

or any of its associates may have: - 

(a) received any compensation (except in connection with the preparation of this Report) from the subject company; (b) managed or co-

managed public offering of securities for the subject company; (c) received any compensation for investment banking or merchant banking or 

brokerage services from the subject company; (d) received any compensation for products or services other than investment banking or 
merchant banking or brokerage services from the subject company; (e) engaged in market making activity for the subject company. 

i) IIFLSEC and its associates collectively may own (in their proprietary position) 1% or more of the equity securities of the subject company 

mentioned in the report as of the last day of the month immediately preceding the date of publication of the research report 

j) The Research Analyst engaged in preparation of this Report or his/her relatives: - 

(a) does not have any financial interests in the subject company (ies) mentioned in this report; (b) does not collectively own 1% or more of 

the equity securities of the subject company mentioned in the report as of the last day of the month immediately preceding the date of 

publication of the research report; (c) does not have any other material conflict of interest at the time of publication of the research report. 

k) The Research Analyst engaged in preparation of this Report: - 

(a) has not received any compensation from the subject company in the past twelve months; (b) has not managed or co-managed public 

offering of securities for the subject company in the past twelve months; (c) has not received any compensation for investment banking or 
merchant banking or brokerage services from the subject company in the past twelve months; (d) has not received any compensat ion 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 research 

report; (f) has not served as an officer, director or employee of the subject company in the past twelve months; (g) is not engaged in market 

making activity for the subject company. 
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This report is for the personal information of the authorized recipient and is not for public distribution. This should not be reproduced or 

redistributed to any other person or in any form. This report is for the general information of the investors, and should not be construed as an offer 

or solicitation of an offer to buy/sell any securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities 

discussed and opinions expressed 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. No representation or warranty, express or implied, is made as 

to the accuracy, completeness or fairness of the information and opinions contained in the document. The opinions expressed in the report are our 

current opinions as of the date appearing in the material and may be subject to change from time to time without notice. The Company reserves 

the right to make modifications and alternations to this statement as may be required from time to time without any prior approval. 

IIFLSEC or any persons connected with it do not accept any liability arising from the use of this document. Neither IIFLSEC, not its directors, 
employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including but 

not limited to loss of capital, revenue or profits that may arise from any inadvertent error in the information contained, views and opinions 

expressed in this publication. 

IIFLSEC and/or its affiliate companies may deal in the securities mentioned herein as a broker or for any transaction as a Maker, Investment 

Advisor, to issuer persons. Each of these entities functions as a separate, distinct and independent of each other. The recipient should take this 

into account before interpreting the document. Our salespeople, traders, and other professionals may provide oral or written market commentary 

or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and 

investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. 

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are 
registered in last five years. However SEBI, Exchanges, Clearing Corporations and Depositories etc have conducted the routine inspection and 

based on their observations may have issued advise/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for 

certain deviations observed in inspections or in normal course of business, as a Stock Broker / Depository Participant/ Merchant banking. We have 

not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been 

cancelled by SEBI at any point of time. There has been no adverse material findings towards our research activities 

Our research should not be considered as an advertisement or advice, professional or otherwise. The investor is requested to take into 

consideration all the risk factors including their financial condition, suitability to risk return profile and the like and take professional advice before 

investing. Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually 

trading in derivative contracts. 

Additional Disclaimer for U.K.: This report is prepared by IIFL Securities Ltd. of Mumbai, India which is regulated by the Securities and 
Exchange Board of India and is registered as a Research Entity under the SEBI (Research Analysts) Regulations, 2014. IIFL Securities is an 

appointed representative of Connexion Capital which is authorized and regulated by the Financial Conduct Authority. In the UK, this report is 

directed at and is for distribution only to persons who fall within Article 19(5) (persons who have professional experience in matters relating to 

investments) or Article 49(2)(a) to (d) (high net worth companies, unincorporated associations etc.) of the Financial Services and Markets Act 

2000 (Financial Promotions) Order 2005 (as amended). THIS DOCUMENT IS INTENDED SOLELY TO PROVIDE INFORMATION TO THE QUALIFIED 

INSTITUTIONAL INVESTORS ONLY AND IS NOT MEANT FOR RETAIL INVESTORS. If you are not the intended recipient you must not copy, 

distribute, or take any action or place reliance on it. If you have received this communication by error, please notify the sender immediately. This 

communication is intended solely for the person to whom it is addressed and may contain confidential or privileged information. 

Additional Disclaimer for U.S.: This report was prepared, approved, published and distributed by IIFLSEC, a company located outside of the 
United States (a “non-US Company”). This report is distributed in the U.S. by IIFL Capital INC. - 1120 Avenue of the Americas, 4th Floor, New 

York, NY 10036.Tel: 212 221 6800, a U.S. registered broker-dealer, which assumes responsibility for this research report and its dissemination in 

the United States. This report is meant only for U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 

1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any transaction effected by a U.S. customer in the securities described in 

this report must be effected through IIFL Capital INC. rather than with or through the non-US Company. 

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory 

Authority, Inc. (“FINRA”) or other regulatory requirements pertaining to research reports or research analysts. The non-US Company is not 

registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-

regulatory organization. The non-US Company is the employer of the research analyst(s) responsible for this research report. The research 

analysts preparing this report are resident outside the United States and are not associated persons of any US regulated broker-dealer and 
therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing 

requirements of FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications with a subject 

company, public appearances and trading securities held by a research analyst account. The non-US Company will refrain from initiating follow-up 

contacts with any recipient of this research report that does not qualify as a Institutional Investor, or seek to otherwise induce or attempt to induce 

the purchase or sale of any security addressed in this research report by such recipient. 

 

A graph of daily closing prices of securities is available at http://www.nseindia.com,  www.bseindia.com (Choose a company from the list on the 

browser and select the “three years” period in the price chart). 

 

Name, Qualification and Certification of Research Analyst: Hardik Rawat(Chartered Accountant), Renu Baid Pugalia(MMS), Akshit 

Gangwal(Chartered Accountant) 
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(91-22) 25806654 Website: www.indiainfoline.com, Details of associate entities of IIFL Securities Limited are available on the website at 

https://www.iifl.com/finance/about-us/corporate-structure. (Indiainfoline Securities) Details of pending Enquiry Proceedings of IIFL Securities 

Limited and Investor Charter are available on the website at https://ttweb.indiainfoline.com/trade/frmInformation2customer.aspx  

Compliance Officer: Mr. Prasad Umarale, email id - complianceofficer@iifl.com, contact no. +91-22-61502040 

Grievance Redressal Cell: email id - cs@iifl.com, contact no. +91-22-40071000 

If not satisfied with the response of the research analyst, you can lodge your grievances with SEBI at http://scores.gov.in or you may also write to 

any of the offices of SEBI. (In absence of response/complaint not addressed to your satisfaction, you may lodge a complaint with SEBI at SEBI, 

NSE, BSE, Investor Service Center | NCDEX, MCX. Please quote your Service Ticket/Complaint Ref No. while raising your complaint at SEBI 

SCORES/Exchange portal at https://scores.sebi.gov.in and for online dispute Resolution platform please visit - Smart ODR- 

https://smartodr.in/login  For more information related to investments in the securities market, please visit the SEBI Investor Website 
https://investor.sebi.gov.in/ and the SEBI Saa₹thi Mobile App 

For any queries, feedback or assistance, please contact SEBI Office on Toll Free Helpline at 1800 22 7575 / 1800 266 7575. 

Registration Details: Stock Broker SEBI Regn: INZ000164132(BSE/NSE/MCX/NCDEX), CDSL & NSDL SEBI Regn.: IN-DP-185-2016, 

PMS SEBI Regn. No. INP000002213, IA SEBI Regn. No. INA000000623, RA SEBI Regn. No. INH000000248, Merchant Banking SEBI 

Regn. No. INM000010940, AMFI Regn. No. ARN - 47791 

 

 

Key to our recommendation structure 

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon. 

SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon. 

Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.   

Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.    

Distribution of Ratings: Out of 288 stocks rated in the IIFL coverage universe, 136 have BUY ratings, 5 have SELL ratings, 102 have ADD 

ratings, 3 have NR ratings and 41 have REDUCE ratings 

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or 

comparison of valuation ratios with companies seen by the analyst as comparable or a combination of the two methods. The result of this 

fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuat ion method is used 

there is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in 

competitive pressures or in the level of demand for the company’s products. Such demand variations may result from changes in  technology, in 

the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, 
in certain industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such 

as exchange rates, exchange controls, taxation, and political and social conditions. This discussion of valuation methods and risk factors is not 

comprehensive – further information is available upon request. 

 

i. Investments in securities market are subject to market risks. Read all the related documents 

carefully before investing.  

ii. Mutual Funds Investments are subject to market risk. Please read the offer and scheme related 

documents carefully before investing. 

iii. Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in 

no way guarantee performance of the intermediary or provide any assurance of returns to investors 
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