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Investment Thesis Stock Data \
e Updater Services Limited (UDS) stands out as the second largest player in the Market Cap (Rs. Cr) 2,567

Integrated Facilities Management (IFM) sector in India, with a significant market

share and a diverse service portfolio. Market Cap ($ Cr) 30.57
® A key strength of UDS is its long-standing relationships with clients, boasting an Shares O/S (in Cr) 6.69

impressive 93% retention rate over five years. This high level of customer loyalty is

indicative of the company's commitment to service quality and client Avg. Volume (3 month) 14,85,516

satisfaction, which is critical in the highly competitive IFM market

. 52-Week Range (Rs.) 405/ 235

e The management plans for the BSS segment's revenue share to increase to 40%-

42% within the next 1-2 years through strategic acquisitions and cross-seling
opportunities between IFM and BSS segments. Currently, 75% of revenues are

generated from the top 50 customers, key clients are Microsoft, TCS, P&G, and Shareholding Pattern
Tata Communications.

e The infegration of artificial inteligence into its operatins processes is expected to L5 S
enhance operational efficiency and improve EBITDA margins. The management FlIls 3.54%
emphasizes that leveraging technology is essential for improving service delivery
and customer interactions, positioning UDS favorably for future growth. Institutions 15.26%

e The demand for integrated facilities management is increasing as businesses seek Others (incl. body corporate) 22.31%
to outsource operations to focus on core competencies. UDS is well-positioned to

capitalize on this trend, with projections indicating that the outsourced IFM
market will reach 80,000 crores by FY28, growing at a CAGR of approximately

17%. Key Ratios ‘
* The management anticipates that the BSS segment will contribute significantly to -
revenue growth, aiming for an increase in its share from 35% to 40%-42% over the Div Yield 0.00%
next couple of years through strategic acquisitions and cross-seling opportunities
. f 2 . . TTM PE 39.0x
and expresses confidence in achieving a growth rate of three fimes the nominal
GDP of India, supported by favorable government initiatives for employment ROE 22.6%
generation.
. . TTM EPS (Rs.) 9.9/-
Financials
e UDS'’s revenue has shown a consistent growth trajectory, increasing from Rs. 1,483
crore in FY22 to Rs. 2,444 crore in FY24 and further estimating it to grow to Rs. 3,972 Stock Performance
crore in FY26E. This growth can be attributed to several factors, including the
company's strategic focus on expanding its client base across diverse sectors and Performance (%) 1M 6M 1Yr
regions, which has helped mitigate risks associated with sectoral downturns. The
strong performance of its Business Support Services (BSS) segment, which grew by ABSOLUTE 1.4 19.5 30.5
32% in FY23, has also significantly contributed to overall revenue growth. NIFTY 500 e 5 S
‘ Consl. (Rs.Cr) FY22 FY23 FY24 FY25E FY26E 200
Revenue 1,483 2,099 2,444 3,055 3,972
150
EBITDA 90 110 231 300 420
EBITDA Margin (%)  6.1% 5.2% 9.5% 9.8% 10.6% 100
PAT 57 35 66 84 101 500-0------------
§88333IIIFIIIR
EPS (Rs.) 10.8 6.6 9.9 12.6 13.6 g é 5‘3 § E g 5} § § 3 § § g
P/E (x) 35.7 58.1 39.0 36.5 34.19 UDS NIFTY
RoE (%) 16.7% 9.2% 7.9% 8.8% 9.3%




® EBITDA has risen from Rs. 90 crore in FY22 to Rs. 231 crore in FY24, with

projections of reaching Rs. 420 crore by FY26E. This increase reflects UDS's
effective cost management strategies and a focus on higher-margin contracts,
particularly within its Integrated Facility Management (IFM) services.

® The EBITDA margin has improved from 6.1% in FY22 to an estimated 10.6% in

FY26E. This upward trend indicates UDS's commitment to operational efficiency
and margin enhancement strategies, such as optimizing service delivery and
reducing costs associated with low-margin contracts.

Profit After Tax (PAT) has fluctuated, showing a decrease from Rs. 57 crore in
FY22 to Rs. 35 crore in FY23, before rebounding to an estimated Rs. 101 crore by
FY26E. The initial dip in PAT was primarily due to increased operational costs
and investments in growth initiafives. However, as revenue scales up and
operational efficiencies improve, PAT is expected to stabilize and grow steadily
over the forecast period.

® The Price-to-Earnings (P/E) ratio has varied significantly, moving from 35x in FY22

to an estimated 34.19x by FY26E. This decline suggests that while UDS's earnings
have faced short-term pressures, the market is optimistic about future growth
potential as reflected in the lower P/E ratio over time, indicating a more
favorable valuation as earnings improve.

Key Business Highlights

e UDS holds a significant position in the highly fragmented Integrated Facility

Management (IFM) and Business Support Services (BSS) industry, serving
approximately 700 clients. This sfrong market presence is bolstered by its ability
to attract customers across various sectors and regions, reducing vulnerability
to sector-specific downturns.

The ability to pivot and adapt services to meet the evolving needs of different
industries positions UDS favorably against competitors that may be more niche-
focused.

By venturing into verification services and sales enablement, UDS is diversifying
itfs service portfolio, which can lead to new revenue streams and reduced
dependency on traditional IFM services.

UDS’s extensive fraining programs ensure that employees are well-equipped
with the necessary skills, leading to improved service delivery and operational
efficiency. The company’'s operational model is designed for scalability,
allowing it to efficiently manage increased workloads without compromising
service quality.

Valuation

While the stock is tfrading at TTM P/E of 39.0x with an EPS of Rs.9.9. Revenue is
expected to grow on back of developments in BSS segment through strategic
acquisitions and cross-selling opportunities between IFM and BSS segments.

We expect it o tfrade around 34.19xP/E with an FY26 EPS of Rs.13.6.

We are assinging a BUY rating for with a Target Price of Rs. 465, franslating into an
upside of 20%.

Risk & Concern

While UDS operates across 24 regions in India, approximately 57% of its
revenues are derived from South India. This moderate geographical
concentration poses some risk but is somewhat mitigated by high client
retention rates.

Over-reliance on specific suppliers or service providers may expose UDS to
supply chain disruptions. Any issues with key suppliers could affect service
delivery and operational efficiency.

Graphs & Charts
Figure 1: Net Sales Trend
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Figure 2: EBITDA & EBITDA Margin Trend
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Figure 3: PAT Trend
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Figure 4: SEGMENT WISE BREAKUP(Q1FY25)
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Disclosure: M/s. Bonanza Portfolio Ltd here by declares that views expressed in this report accurately reflect view point with subject to
companies/securities. M/s. Bonanza Portfolio Ltd has taken reasonable care to achieve and maintain independence and objectivity
in making any recommendations. The Analysts engaged in preparation of this Report or his/her relative: - (a) do not have any financial
interests in the subject company mentioned in this Report; (b) do not own 1% or more of the equity securities of the subject company
mentioned in the report as of the last day of the month preceding the publication of the research report; (c) do not have any material
conflict of inferest at the time of publication of the Report. The Analysts engaged in preparation of this Report:- (a) have not received
any compensation from the subject company in the past twelve months; (b) have not managed or co-managed public offering of
securifies for the subject company in the past twelve months; (c)have not received any compensation for investment banking or
merchant banking or brokerage services from the subject company in the past twelve months; (d) have not received any
compensation 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 Report; (f) has not served as an officer, director or employee of the subject company; (g) is not engaged in
market making activity for the subject company.

M/s. Bonanza Portfolio Ltd is a registered Research Analyst under the regulation of SEBI, the year 2014. The Regn No. INH100001666 and
research analyst engaged in preparing reports is qualified as per the regulation's provision.

Disclaimer: This research report has been published by M/s. Bonanza portfolio Ltd and is meant solely for use by the recipient and is not
for circulation. This document is for information purposes only and information / opinions / views are not meant to serve as a
professional investment guide for the readers. Reasonable care has been taken to ensure that information given at the time believed
to be fair and correct and opinions based thereupon are reasonable, due to the nature of research it cannot be warranted or
represented that it is accurate or complete and it should not be relied upon as such. If this report is inadvertently send or has reached
to any individual, same may be ignored and brought to the attention of the sender. Preparation of this research report does not
constifute a personal recommendation or take info account the particular investment objectives, financial situations, or needs of
individual clients. Past performance is not a guide for future performance. This Report has been prepared on the basis of publicly
available information, internally developed data and other sources believed by Bonanza portfolio Ltd fo be reliable. This report should
not be taken as the only base for any market transaction; however this data is representation of one of the support document among
other market risk criterion. The market participant can have an idea of risk involved o use this information as the only source for any
market related activity. The distribution of this report in definite jurisdictions may be restricted by law, and persons in whose custody this
report comes, should observe, any such restrictions. The revelation of interest statements integrated in this analysis are provided
exclusively to improve & enhance the transparency and should not be treated as endorsement of the views expressed in the analysis.
The price and value of the investments referred to in this report and the income from them may go down as well as up. Bonanza
portfolio Ltd or its directors, employees, affiliates 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, affiliates or representatives of M/s. Bonanza
portfolio Ltd shall be liable. Research report may differ between M/s. Bonanza portfolio Ltd RAs and other companies on account of
differences in, personal judgment and difference in time horizons for which recommendations are made. Research entity has not
been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or
employee of the subject company. Research analyst have not received any compensation/benefits from the Subject Company or
third party in connection with the research report.
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