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Stock Update
Bright outlook in core segments

(%) 1m 3m 6m 12m

Absolute 7.4 10.3 30.8 23.8

Relative to Sensex 6.3 5.6 30.9 17.3

Info Edge (India)

Reco: Buy  |  CMP: Rs1,674

Key points

 �  Recruitment: Expect growth momentum to 
continue: Revenue growth momentum of the 
recruitment business (Naukri) was tapered off 
to a 12% CAGR over FY2016-FY2018 compared 
to an 18% CAGR over FY2010-FY2016, owing to 
softness in IT and ITES sector hiring (contributes 
40-42% of overall Naukri revenue). However, 
revenue growth rate of the recruitment business 
has started showing improvement from 
FY2019, with improved growth rate of 15.7% 
y-o-y in Q2FY2019 (from 12.7%/15.2% y-o-y in 
4QFY2018/1QFY2019). Acceleration in growth 
momentum was driven by strong growth in unique 
customers and realisation aided by improvement 
in IT hiring. We believe the momentum in IT and 
ITES hiring would continue to accelerate in 
FY2020E on account of peak utilisation level, 
higher attrition, uptick in skill-based hiring and 
improving demand. Naukri (71% of total revenue) 
is well placed to leverage from the upswing in 
hiring activities, given its leadership position in 
the online recruitment space with a 74% traffic 
share. In addition, traction for its recruitment 
management system (RMS) among corporate 
customers (around 2,500 clients) would also 
drive the company’s revenue growth in the 
recruitment segment.    

 �  99acres to witness sustained growth: Revenue 
of 99acres has reported a CAGR of 16% in the 
past five years 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 and shifting of buyers to online reality 
portal. During the past four quarters, revenue 
of 99acres has bounced back with stronger 
growth rate of 30%+ y-o-y, supported by revival 
in transactional volume. Further, unlike other 
online reality players, the company is focused 
on improving product and data quality for 
enhanced customer satisfaction. With 50% of 
overall traffic share, 99acres is well positioned 
to capitalise the opportunities that would arise 
from increasing online penetration of buyers in 
the real estate space and shifting of ad spend 
from print to online. Further, management 
highlighted that it sees traction among builders 
to advertise a large number of properties for 
longer time periods.    

 �  With a smart investment strategy, bets 
progressing well: Info Edge has a clear policy of 
acquiring stakes in the early stage of companies/
start-ups, which are available at attractive 
valuations. Out of its investments in more than 
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Valuations (Standalone) Rs cr
Particulars FY17 FY18 FY19E FY20E FY21E
Total revenue 802.1 915.5 1,096.7 1,268.3 1,503.6
EBITDA margin (%)           28.4           32.5           32.0           33.5           34.5 
Adjusted net profit 208.4 273.7 321.6 394.5 468.9 
Adjusted EPS (Rs.) 17.3 22.5 26.4 32.4 38.5
P/E (x) 97.0 74.6 63.5 51.7 43.5
EV/EBITDA (x) 86.9 64.1 53.9 44.2 36.1
RoE (%)           10.5           13.0           13.5           14.5           15.0 
RoCE (%)           13.4           17.7           17.9           19.3           19.9 

SOTP Valuation
Business segment Stake Valuation methodology  Per share value (Rs.)

Recruitment business 100% EV/EBITDA 1043
99acres 100% EV/Sales 197
Jeevansathi.com 100% EV/Sales 46
Standalone business (per share)   1286
Zomato Media 28% Valued at $2 bn 327
PolicyBazaar (Etechaces Marketing) 14% Valued at $1 bn 76
Other investee company   26
Cash  Per share 185
Total per share   1,900
Source: Sharekhan research

15 start-ups, Zomato and PolicyBazaar have 
emerged as big bets and are contributing 
significantly to the sum-of-the-parts (SOTP) 
valuation of the company. Zomato has multi-
folded its delivery volume to 21 million by 
December 2018 from 3.5 million at the starting of 
2018. In addition, Zomato is entering into newer 
business avenues (restaurant supplies, food 
festival, corporate catering, delivery through 
drones and launch of digital wallets) within the 
Indian food delivery ecosystem. PolicyBazaar’s 
consistent dominance and inflow of new 
investments indicate its potential for huge value 
creation going forward.

 �  Expect strong revenue growth in Q3FY2019E: 
We expect Info Edge to report strong revenue 
growth of 18% y-o-y in Q3FY2019, led by 15% 
y-o-y growth in the recruitment business and 
27% y-o-y growth in 99acres. Growth in the 
recruitment business would be driven by strong 
billings growth momentum in the past couple of 
quarters. EBITDA margin is expected to contract 
by 500 BPS y-o-y, owing to increased employee 
expenses and higher advertisement spending in 
recruitment and 99acres business. Adjusted net 

profit (excluding one-time exceptional expenses 
of Rs.16.9 crore in Q3FY2018) during the quarter 
is expected to grow by 9.5% y-o-y to Rs.76.9 
crore. 

 �  Improving traction across segments: A 
leadership position in core businesses along 
with improving valuation in certain investee 
companies (Zomato and PolicyBazaar) is 
expected to bode well for the company. With 
improving demand environment, Naukri and 
99acres, which constitute around 85% of total 
revenue, are expected to deliver strong revenue 
growth in the coming years. With around 7x 
increase in delivery orders (3.5 million in 
January 2018 to 21 million in September 2018), 
Zomato continues to remain aggressive on 
its expansion plans, protection of its market 
share from close competitors and investment 
on innovative products within the Indian food 
delivery ecosystem. We believe PolicyBazaar, 
which is commanding over 50% share of total 
online insurance space, is set to begin its multi-
year growth journey. Therefore, we maintain our 
Buy rating on Info Edge with a revised SOTP-
based price target (PT) of Rs.1,900.

Q3FY2019E preview

Particulars Q3FY19E Q3FY18 YoY (%) Q2FY19 QoQ (%)

Net Sales (Rs cr) 268.0 227.2 18.0 265.0 1.1 • Revenue growth would be driven by 15% 
y-o-y growth in Naukri’s revenue and 27% 
y-o-y growth in 99acres revenue.

• EBITDA margin is expected to decline due 
to wage hike and higher advertisement 
expenses.

Operating Profit (Rs cr) 79.6 78.8 1.0 82.5 -3.5

Reported net profit (Rs cr) 76.9 53.3 44.2 78.1 -1.5

Adjusted net profit (Rs cr) 76.9 70.3 9.5 78.1 -1.5

EPS (Rs.) 6.3 5.8 9.5 6.4 -1.5

OPM (%) 29.7 34.7 (500) 31.1 (140)

NPM (%) 28.7 30.9 (220) 29.5 (80)

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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