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Stock Update
Outlook remains robust, but priced-in

(%) 1m 3m 6m 12m

Absolute 21.7 36.7 28.0 75.4

Relative to Sensex 19.1 25.0 12.8 44.4

Info Edge (India)

Reco: Hold  |  CMP: Rs1,659

Key points

 �  Recruitment: Witnesses improving traction: 
Post slower growth in the recruitment business 
in the past two years (lowered to 13%/12% y-o-y 
in FY2017/FY2018 from 20%/19% in FY2015/
FY2016), Info Edge (India) Limited (Info Edge) 
has reported 15.4% billing growth in Q1FY2019. 
Though billing growth of the recruitment 
business was driven by improving IT hiring 
during the quarter, management states it is 
early to conclude that the trend would continue 
in the coming quarters. The IT & ITeS segment 
currently contributes 40-42% to total revenue 
of the recruitment business, which is expected 
to bounce in FY2019/FY2020 on account of 
peak utilisation level (among IT companies), 
rupee tailwind and higher attrition. Traction for 
RMS/CMS (launched 2-3 years back) among 
customers (around 2,500 clients) would also 
support the company’s revenue growth in 
the recruitment segment in the coming years. 
Further, management believes its aggressive 
investments in machine learning and artificial 
intelligence technologies would help in 
reaping dividends by maintaining market share 
(dominant traffic share with above 70% in the 
past two years) in the coming years.

 �  99acres: Likely to maintain growth momentum: 
Since 2012, revenue of 99acres has witnessed 
a 25% CAGR despite lower new launches and 
slower demand owing to high inventory in the 
real estate space. Growth was primarily driven 
by higher online penetration of developers and 
brokers. However, revenue growth of 99acres 
has been shifted to higher level (40% CAGR 
for the past three quarters) led by revival of 
transactional volume, which was impacted by 
demonetisation, GST and regulatory changes 
due to RERA. With 51% of overall traffic share, 
continuation of increasing online penetration 
and superior services and technology amongst 
peers, 99acres (contributes 14% to total revenue) 
is well positioned to deliver strong revenue 
growth in the coming years.   

 �  Investment bets getting bigger and better: Info 
Edge’s early investments in portfolio companies 
such as Zomato (holds 30.9%) and reinvestment 
in PolicyBazaar (13.6% stake) have created 
value for the company with improvement in their 
respective valuations. Zomato is currently hiring 
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staff for its delivery business, which is expected 
to increase its cash burn rate, while its stellar 
success in subscription business would drive 
Zomato’s revenue growth and lower cash burns. 
Interestingly, the company has participated in 
the late round of investments of PolicyBazaar 
(raised $200 million), given the phenomenal 
growth prospects in its business model. Info 
Edge has recently increased its stake to 13.6% 
from 9.8% earlier, with investing $45 million in 
Etechaces (parent company of PolicyBazaar). 
Post conclusion of the recent round of ~$200 
million funding in PolicyBazaar, the valuation of 
Etechaces is estimated at $1 billion plus.  

 �  Improving traction, but priced-in: Improving 
traction for its core businesses along with 
increasing valuation in its portfolio companies 
(especially Zomato and PolicyBazaar) is 
expected to augur well for the company. We 
have revised upwards our earnings estimates 
for FY2019E/FY2020 on account of improving 
traction in its core businesses and have 
introduced FY2021 numbers in this note. Info 
Edge’s stock price has moved up by around 22% 
in the past one month and we think the recent 
run-up in the stock price limits any material 
upside in the near term. Hence, we maintain our 
Hold rating on the stock with a revised SOTP-
based price target (PT) of Rs.1,800.

Valuations (Standalone) Rs cr

Particulars FY18 FY19E FY20E FY21E

Total revenue 915.5 1,103.6 1,266.8 1,502.2

EBITDA margin (%)           32.5           32.3           33.5           34.5 

Adjusted net profit 273.7 330.3 394.2 468.5 

Adjusted EPS (Rs.) 22.5 27.1 32.3 38.4

P/E (x) 73.9 61.2 51.3 43.2

EV/EBITDA (x) 63.5 52.5 43.8 35.8

RoE (%)           13.0           13.8           14.4           14.9 

RoCE (%)           17.7           18.3           19.2           19.9 

SOTP valuation

Business segment Stake Valuation methodology/rational  Per share value (Rs)

Recruitment business 100% EV/EBITDA 1043

99acres 100% EV/Sales 197

Jeevansathi.com 100% EV/Sales 47

Standalone business (per share)   1,286

Zomato Media 31% Valued at $1.1 bn 191

PolicyBazaar (Etechaces Marketing) 14% Valued at $1 bn 76

Other investee company   50

Cash  Per share 196

Total per share   1,800
Source: Sharekhan research
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