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Market Data
CMP Rs. 365
Date 28-Dec-22
Target Price Rs. 430
° e Upside Potential 18.00%
. . 52 Week High/Low 618/305
o o Market Cap Small Cap
¢ NSE Code LATENTVIEW
©t Sector IT - Analytics
Rating Buy

Latent View Analytics Ltd (LVAL) is among the leading pure-play data
analytics services companies in India based on its expertise of the entire
value chain of data analytics from data and analytics consulting to business
analytics and insights, advanced predictive analytics, data engineering and
digital solutions. Across industries, data and analytics are being leveraged by
enterprises to guide business strategy and optimize spending decisions amid
growing financial uncertainties. It engages and provide services to blue chip
companies in Technology, BFSI, CPG & Retail, Industrials and other industries. It
has emerged as one of the most trusted partners to several Fortune 500
companies in recent years and has worked with over 30 Fortune 500
companies in the last three Fiscals. Some of the key clients that it works
\include Adobe, Uber Technology and 7-Eleven. J
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/Products & Services: Latent View provides services to blue-chip companies in\
Technology, BFSI, CPG & Retail, Industrials and others under 4 business
divisions namely Consulting services, Data Engineering, Business Analytics and
Digital Solutions.

Sep - 22 (%) Jun - 22 (%)
Promoters 67.21 67.21 0.00
FPI 1.01 0.93 0.08
DIl 1.83 1.90 -0.07
Public & Others 29.95 29.96 -0.01
Pledged 0.00 0.00 0.00

Subsidiaries: As on March 31, 2022, the company has four overseas
subsidiaries and one overseas step-down subsidiary.

Revenue Breakup - FY22
TotalRevenue (FY22)- Rs.408 crs

ETech flindustrial ' CPG& Retail BFSI

Margins - FY22

EBITDA 30%
EBIT 28%
PAT 32%
- /
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H Key Rationale %

¢ Scalable Business Model — LVAL's business model is supported by stable
and recurring revenues, significant operating leverage and low capital
requirements that contribute to a healthy free cash flow. Its high levels of
client retention and shift toward multi-year engagement contracts result in
a high degree of revenue visibility. It operates through different types of

client arrangements as follows: (i) long-term managed services

‘ agreements that typically have a term of over one year and under which it
supplement the client's existing capabilities in terms of workforce; (ii)
project based fixed fee contracts, typically short-term with project durations
of a few months; (iii) consulting engagements that are typically short-term
and under which clients seek a specific solution to a complex problem; and
(iv) solution based arrangements. Majority of the revenue is generated from
long-term agreements.

¢ Client Driven Innovation - In a world of increasing data availability, the
value proposition is shifting from the provision of core data to the
generation of analytical insights to inform decision making processes and
optimize workflows, across interrelated business activities. LVAL's end-to-
end solutions cover a comprehensive spectrum of use cases across the
value chain of its clients’ businesses. These use cases continue to evolve as
it finds additional ways to derive insights from data. Its customized solutions
are a key competitive advantage for it and allows to effectively compete
across the entire commercial data and analytics landscape. It uses a
consultative approach wherein developers, analysts, and nontechnical
users collaborate to make data-driven decisions. These data-driven
decisions are often written back into decision systems to be analysed and
modelled for improved future understanding and decisions, creating an
operational feedback loop.

® Q2FY23 - Revenue in Q3FY22 grew 40% YoY and 10% QoQ to Rs.132 crs and
EBITDA grew 42% YoY and 6% QoQ to Rs.37 crs with an EBITDA Margin of 28%.
PAT grew 68% YoY and 19% QoQ to Rs.37 crs for the same period. Sector wise,
technology contributes 69% of the revenue for Q3FY22 while CPG & Retail
and others contribute 11% and 20% of the mix, respectively. Top five clients
contributed 59% of revenue for Q3FY22 while Top 10 and Top 20 clients
contributed 72% and 87%. The company has 1057 employees as on Sep’2022.

e Financial Performance - The company generated a Revenue and PAT
CAGR of 12% and 25% between FY19 and FY22. The company maintained an
average EBITDA Margin of 29% for the last 4 years. The company’s balance
sheet is almost Debt free and has a cash & cash equivalents of Rs.886 crs.
Low Capital Requirement with capital expenditure equivalent to 2% of
revenue from operations in 2022.
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ROE
ROCE
Div. Yield
PE Ratio

Face Value

EPS
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13%

15%

0.00%

57.00

1.00

Rs. 6.46
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Industry Analysis

—

The global IT spend is expected to reach approximately $4 trillion by 2024.
Across industries, Data & Analytics (D&A) are being leveraged by enterprises
to guide business strategy and optimize spending decisions during growing
financial uncertainties. The market for Data & Analytics was approximately
$174 billion in 2020 and is expected to grow at a CAGR of 18% to
approximately $333 billion by 2024. The analytics services market is expected
to grow at a CAGR of 19% and poised to touch approximately US$68 billion in
2024. The services market is highly fragmented, with the top 5 players making
up 35% of the addressed market. India is the top outsourcing destination for
analytics, and Indian companies including Multi Service Providers and Pure
Play Analytics firms have a share of approximately 40% of the addressed
market. Western Europe and USA have a larger concentration of Pure Play
Analytics players, who create differentiation through their expertise in niche
solutions and products. USA delivery market is expected to grow at
\_approximately 24% CAGR (2020-2024). J

— —

Global D&A spending by CPG & Retail sector is estimated to grow from $53.6
billion in 2020 to reach $110.7 billion by 2024, at a CAGR of 20%. With e-
Commerce platforms and online marketplaces serving as major sales
channels, it is crucial for businesses to remain updated with actionable
insights.

Growth Drivers

Growing adoption of loT and smart devices, and increased activity in online
channels such as e-Commerce, telehealth, social mediqg, etc., have led to
high volumes of data being generated across industries

Increased regulatory constraints due to globalization of the enterprise and
surge in fraudulent cases across the globe have increased enterprise
spending in data governance and security solutions.
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/—C Peer Analysis %

Competitors: Persistent Systems Ltd, HCL Technologies, etc.

If you look at the competitors, Latent view has strong competition from all
the IT companies in India as every IT company is now focusing on this new-
age digital solution including data analytics. To be precise, there are other
pure-play analytics companies which are unlisted and based out of Indiqg,
as well as outside like MuSigma, Fractal analytics, Tiger Analytics,
Palantir technology, and so on. No listed company is a complete pure play
analytics company like Latent View.

3yr Avg. EBITDA | 3 yr Avg. PAT
Compan
e Margin Margin

Latent View 7418 30.00% 28.00%
Persistent Systems 3873 29602 16.00% 1.00% 43 90.34
HCL Tech 1028 279100 25.00% 156.00% 21 49.74

H Outlook %

Data Analytics is one of the fastest-growing fields in the IT sector and every
organization is implementing data analytics to generate insights for decision
making. Due to the explosion of data in the last few years, there is more and
more demand for data analytics to generate insights out of data and this trend
would continue in the future. The company has experienced leadership with an
excellent pedigree. Although there's very strong competition in the data
analytics division, Latent View is a fundamentally strong company. The
company propose to leverage the opportunities in finance and risk, customer,
supply chain, marketing and HR or workforce that together comprise almost
50% of the spend on analytics applications and continue to pursue strategic
expansion plans through inorganic opportunities. The Management is guided
on adding dozen plus accounts over the years with 15% of the revenue
generating from new accounts and 85% from the existing accounts. They try to
maintain the 85%:15% split on the revenue generation from the old and new
accounts. The company is exploring strategic acquisition opportunities that will
enable to gain access to new geographies, industries, and client base.
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/—C Valuation h

Across sectors, data has become a valuable source of competitive
differentiation among companies. Companies prioritize product development
and marketing decisions based on the real-time insights from consumer
buying behaviours, spending patterns, and social media interactions. Latent
View as a full-time analytics player can benefit more with the ongoing data
analysis demand. Hence, we recommend a BUY rating in the stock with the
target price (TP) of Rs.430, 45x FY24E EPS.

N J

H Risks H

eClient Concentration Risk - Historically, LVAL has entered into long-term
partnerships with a few of its key clients, which has resulted in a limited
number of clients accounting for a substantial portion of its revenue.
Revenue may impact if their long-term relationships with the largest clients
are impaired.

eForex Risk - Exchange rate fluctuations may adversely affect LVAL's results
of operations as some portion of its revenues and a significant portion of
expenditures are denominated in foreign currencies.

® Competitive Risk - The company face intense competition in markets, and
the company may lack sufficient financial or other resources to maintain or
improve competitive position.

\Source — Tickertape, Company’s Website, BSE Website. .

Thanks & Regards

Abeshek CV
Equity Research Analyst — Fundamental
Equity Research Desk

>>>>



v

EQUITY RESEARCH DESKAPLHA

Disclaimer: Wealth India Financial Services Pvt. Ltd is registered under the SEBI (Research Analyst) Regulations, 2014 (SEBI
Regulations) as a Research Analyst vide Registration No. INH200000394.

The analyst for this report certifies that all the views expressed in this report accurately reflect his [ her personal views
about the subject company or companies, and its / their securities. No part of his [ her compensation was /[ is [ will be,
directly /indirectly related to specific recommendations or views expressed in this report. This material is for the personal
information of the authorized recipient, and no action is solicited on the basis of this. It 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 ilegal.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable, though
its accuracy or completeness cannot be guaranteed. Neither Wealth India Financial Services Pvt. Ltd, nor any person
connected with it, accepts any liability arising from the use of this document. The recipients of this material should rely on
their own investigations and take their own professional advice. Price and value of the investments referred to in this
material may go up or down. Past performance is not a guide for future performance.

We and our offiliates, officers, directors, and employees worldwide:

Do not have any financial interest in the subject company / companies in this report;

Do not have any actual [ beneficial ownership of one per cent or more in the company [ companies mentioned in this
document, or in its securities at the end of the month immediately preceding the date of publication of the research report,
or the date of public appearance;

Do not have any other material conflict of interest at the time of publication of the research report, or at the time of public
appearance;

Have not received any compensation from the subject company / companies in the past 12 months;

Have not managed or co-managed the public offering of securities for the subject company [ companies in the past 12
months;

Have not received any compensation for investment banking, or merchant banking, or brokerage services from the
subject company / companies in the past 12 months;

Have not served as an officer, director, or employee of the subject company;

Have not been engaged in market making activity for the subject company;

This document is not for public distribution. It has been furnished to you solely for your information, and must not be
reproduced or redistributed to any other person.
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