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Recommendation Base Case Fair Value Bull Case Fair Value Time Horizon

Buy in Rs 303-310 band and add on dips to Rs 279.5 Rs 342.5 Rs 377 2-3 quarters

Commercial Services Rs 305.6
HDFC Scrip Code UDSLTDEQNR
BSE Code 543996
NSE Code uDS
Bloomberg UDS: IN
CMP Jun 06, 2025 305.6
Equity Capital (Rs Cr) 66.9
Face Value (Rs) 10
Equity Share O/S (Cr) 6.69
Market Cap (Rs Cr) 2044
Book Value (Rs) 143
Avg. 52 Wk Volumes 4,64,300
52 Week High 438
52 Week Low 256
Promoters
Institutions
Non Institutions
Total

* Refer at the end for explanation on Risk Ratings

Fundamental Research Analyst

Kushal Rughani
kushal.rughani@hdfcsec.com

Our Take:

Updater Services (UDS) is one of the leading business service providers in India, with a presence in the Integrated Facilities Management
(IFM) and Business Support Services (BSS) segments, including sales enablement, recruitment, and sales audits. We see the company
benefiting from the long-term trend of outsourcing non-core business operations for greater efficiency and service quality. IFM segment,
and an inorganic growth engine in the high-margin BSS vertical, to help deliver strong earnings growth.

UDS has developed a unique strategy for growth through both organic and inorganic routes. The company has expanded its services portfolio
over the years by venturing into higher-margin businesses through multiple acquisitions and integrating the companies seamlessly. UDS has
witnessed strong growth over the years. It is the second-largest player in the highly fragmented domestic Soft Services market with a share
of ~¥3%; whereas for Hard Services, UDS is the fourth-largest player with ~1% market share. UDS is well-positioned for sustained margin
improvements and enhanced pricing power as the BSS vertical continues to ramp up. The acquisitions are well integrated, which opens
opportunities for cross-sell. The share of profits from BSS has increased significantly over the last two years. Further improvement would
lift up both margin and earnings quality.

UDS has evolved from a leadership position in a single offering to being a leader across multiple verticals; with margin accretive acquisitions.
The company is well placed to benefit from industry tailwinds, as its improvement in efficiency further enhances cash generation. Its use of
technology and resultant quality service is visible in the > 90% retention ratio of clients over a period of five years. Operating margin is
expected to remain broadly stable, with 20-30bps YoY expansion from operating leverage.

IFM industry is expected to grow at ~11% CAGR to Rs 67,000 crore by 2029 and this would help large players like UDS. BSS growth is
underpinned by India’s economic momentum, GCC/PLI schemes, and employment generation incentives. The company is flexing multiple
levers for margin improvement, such as: 1) Subsidiaries (offering BSS), enhancing their technological capabilities; 2) strengthening the
business development initiatives across all businesses; and (3) undertaking cross-selling initiatives. Athena and Denave (part of BSS) are
expected to make a positive contribution to the overall business and are projected to surpass the margin expansion of the consolidated
business over FY25-27E.
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Valuation & Recommendation:

UDS has evolved from a leadership position in a single offering to being a leader across multiple verticals, with margin accretive acquisitions.
Company is well placed to benefit from industry tailwinds; its stellar record with multiple marquee clients already act as a network effect
for growth. Its use of technology and resultant quality service are visible in a retention ratio of over 90% of clients over a period of five
years. UDS has been growing strongly, led by both organic and Inorganic routes, with lucrative acquisitions in the BSS segment. We are
positive on the company given an asset-light business model with presence across various business segment where the opportunity size is
huge. It is a unique integrated business model with a strong long- term growth visibility.

We expect BSS business to register a revenue and EBITDA CAGR of 12% and 18%, respectively, over FY25-27E, aided by potential expansion
in distinct service lines and strategic investments aimed at driving incremental and profitable growth. UDS has healthy cash rich Balance
sheet with cash & equivalents of ~Rs 268 crore (13% of market cap). Considering the steady revenue and earnings growth potential, UDS’
valuation looks inexpensive at 13.5x FY27E earnings. We estimate a 11%/16%/13.3% CAGR in revenue, EBITDA, and PAT over FY25-27E.
Steady improvement in EBIDTA margin to drive healthy growth in net profit in the medium term. Management has maintained its thrust on
improving cash flows and strengthening the balance sheet. We feel investors can buy the stock in the band of Rs 303-310 and add more on
dips to Rs 279.5 (12.25x FY27E EPS) for base case fair value of Rs 342.5 (15x FY27E EPS) and bull case fair value of Rs 377 (16.5x FY27E EPS)
over the next 2-3 quarters.

Financial Summary:

Particulars (Rs cr) Q4FY25 Q4FY24 YoY (%) Q3FY25 QoQ (%) FY22 FY23 FY24 FY25P FY26E FY27E
Total Revenue 709 632 12.2 695 2.0 1,484 2,099 2,444 2,736 3,051 3,368
EBITDA 36 40 -11.5 46 -22.9 78 93 134 167 193 223
Depreciation 11 12 -8.1 12 -6.4 17 37 54 47 52 59
Other Income 17 6 197.7 6 192.4 14 13 24 36 31 35
Interest Cost 2 3 -35.5 2 0.0 5 15 19 10 9 8
Tax 6 -23.8 7 -28.1 14 20 18 26 31 39
PAT 34 26 33.2 31 11.3 57 36 68 119 132 153
EPS (Rs) 10.8 6.8 10.2 17.8 19.7 22.8
RoE (%) 18.3 9.9 11.1 13.2 12.9 13.3
P/E (x) 28.4 45.6 30.3 17.3 15.6 13.5
EV/EBITDA (x) 26.5 22.4 155 12.5 10.8 9.3
(Source: Company, HDFC sec)
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Q4FY25 result update
Revenue for the quarter grew 12.2% YoY at Rs 709cr. EBITDA margin slipped 140bps YoY at 5%. Net profit increased 33.2% YoY at Rs 34cr.
Other Income surged 198% YoY at Rs 16.6cr.

Integrated Facility Management (IFM) experienced acceleration in the quarter compared to 9MFY25, but fell short of management’s target
due to a focus on high-margin contracts. IFM margin (incl. other income) contracted 40bps YoY to 6.6%. The Business Support Services (BSS)
segment's revenue growth slowed to 17% in FY25, down from 33% in FY24, due to weakness in Sales Enablement.

Management expects near-term growth pressure in Denave and Athena due to Al disruption and loss of a large client.

For FY25, total revenue increased 11.9% YoY at Rs 2,736 crore. EBITDA margin improved 60bps YoY at 6.1%. Lower finance cost, higher other
income and strong operational performance led to 79.5% surge in profitability. Other Income was up 51% YoY at Rs 35.7cr.

IFM business reported 10% growth to Rs 1818cr while BSS revenue increased 17% YoY at Rs 954cr.

In FY25, the Impairment loss was Rs 13.15 crore, as compared to Rs 6.96 crore in FY24,

Other expenses as % of revenue stood at ~16% as compared to 13-14% in FY23.

In Q4FY25, other income included Rs 4.7 crore gain on convertible debenture getting converted into equity at higher valuations.

UDS has a 3% market share in Soft Services in India. Total Headcount stood at around 70,000 as of March-2025. Company added 112 new
logos during the year.

Conference call highlights

= UDS aspires to grow IFM at 3 times the GDP and BSS at 15% (organic) and margin by ~30 basis points per annum; the drivers would
be rapid growth in the IT/ITeS verticals, manufacturing, e-commerce logistics, and higher outsourcing.

= |t has exited most of the low-margin contracts and is focusing on higher-margin contracts

= Sales Enablement (Denave and Athena) saw weakness due to market disruption led by Al, loss of a large client and another client
scaling down operations in India

=  Matrix is focusing on complex inventory management for brands, Avon forayed into partial truck load service and GFHS started
offering training services.

= UDS is looking for margin-accretive and asset-light M&A in the BSS space.

= UDS also focuses on operational efficiency improvements. It has added Amazon as a client in its IFM business.

= BSS: Management sees 15% organic revenue growth in FY26 with improved margin. UDS expects 15% organic revenue growth in
FY26 for the BSS segment. Sales Enablement, EBGC, Audit & Assurance to be key growth drivers.

= Denave signed 63 new customers during FY25, out of which, 10-11 have the potential to be large accounts. There has been market
disruption due to Al. It has invested in a platform (called Intellibank) to mitigate the risk from Al. Denave is offering account-level
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intelligence to improve conversions and automating outreach.

= Athena saw a client moving operations in-house, two others merging and another client scaling down Indian operations. While this
impacted FY25 performance adversely, most of the impact is behind the company. There are green shoots of an improvement in
pipeline. Athena is collaborating with clients to embed Al into their processes.

= Matrix saw healthy growth for the audit and assurance business. It added Haldiram’s, Bajaj Auto, Glenmark Pharma etc.

= Employee Background Checking (EBGC) business has been impacted by weak IT hiring but the company has rolled out a platform
that will improve lead times and offer better data security. Q4 performance helped Avon to cross Rs 100 crore milestone. It has also
forayed into Partial Truck Load Service.

= Global Flight Handling Services (GFHS) achieved EBITDA break-even during FY25. The company is operating in 23 airports. It is also
working with Air India Express. UDS is also offering training services. ASTI (Airport Security Training Institute) was incorporated and
has started training operations in Chennai.

= Denave and Matrix on boarded Marquee Clients such as Bajaj Auto, Welspun, Schneider Electric, and many others.

= |[FM/BSS segments had 56k/14.5k employees as of end-FY25. The company is focusing on increasing cross-sales between the IFM
and BSS segments to enhance synergies.

= Revenue split stood at 66:34 between IFM and BSS.

= |nIFM, the company completed contract rationalization and is now focused on streamlining operations. The aspiration is to grow at
3x the GDP growth rate, supported by expansion of co-working spaces, and growth in automotive factories.

= The key strategic focus is on securing RoCE and margin-accretive contracts. The company added 77 logos during FY25.

= |n BSS, Technology investments impacted margins in FY25; the company is now targeting high-value contracts to offset the same.

= FY25 was a challenging year as global clients rationalized their spending.

= This segment is now operating under tighter and more focused leadership. Company added 35 new client logos in FY25.

= Denave: 85% of revenue comes from clients with 7+ years of relationship. Focus areas include: 1) Platform-based service —
Intellibank, aimed at improving client conversion 2) outreach programs to stimulate demand.

= Audit and Assurance services: This represents a huge opportunity as the segment remains largely unorganized.

= Employee Background Verification Services: It is likely to deliver better margin once hiring momentum returns. The company has
seen subdued hiring in IT and BFSI.

= Avon: Business performance improved due to a better contract mix, leading to higher margin. The vision is to become a leading and
cost-effective logistics partner.

= |FMindustry is expected to grow at 11% CAGR to Rs 67,000 crore by 2029. Key drivers would be IT/ITES expansion, co-working, GCCs,
Make in India, e-commerce, automation, and outsourcing trend.

= |nthe IFM segment, top-10 clients contribution stood at 35% of its sales while for top-50 at 67% for FY25.

= |n the BSS segment, top-10 clients contribution stood at 70% of its sales while for top-50 at ~90% for FY25.
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Strong Operating Performance and Key Highlights FY25 Financial & Other Highlights

Strategic merger of two companies with UDS approwvals received. Total Revenue 1 2?/,
A o

Q4 FY25 IFM Revenue grew by 14% and stood at < 4,896 Million

Q4 FY25 witnessed highest ever consolidated PAT Margin of 4.72% since listing EBITDA

0,
Achieved Consistent revenue growth QoQ since listing A 2 8 /6

Mew Marquee Client Amazon added during the guarter for IFM Services

PAT

Q4 performance helped Avon to cross Rs.100 cr milestone for the company . They have now entered Partial Truck Load A 8 0%
Service as well

15+ new logos added from diverse sectors such as BFSI, Technology, Hospitality, Ecommerce and Telecom during the

rt
quarter Head Count

Denave & Matrix Onboarded Marguee Clients such as Bajaj Auto, Welspun, Schnieder Electric, Dyson & Serwvices and many 9 0//
others A o

uUDs certified as Great Place to work for the 37 time and , Denave was certified as a Great Place to Work for 51 time in a
row and was recognized as the Bronze Winner at the CC- APAC Regional Awards 2024 held in Singapore for excellence in
project delivery

*New Logo Addition

Secured contracts in 6 Airports for Air India Express Charters and also in the final stages for receiving approval for ASTI
{(Awviation Security Training Institute) which is a new venture for Global

(Source: Company, HDFC sec)

Key Triggers

Diversified business verticals

UDS is a leading, focused, and integrated business services platform in India offering IFM services and BSS to its clients, with a nationwide
presence. UDS was incorporated in 1990 by its founder and current Chairman & MD, Mr. Raghunandana Tangirala, as a facility management
business in Chennai, Tamil Nadu. The company has grown over the years through both organic growth and acquisitions. It is now among
the largest players in IFM services segment in India and has the widest range of services in the industry, making it a unique and differentiated
player in the market. During FY22, FY23, FY24 and FY25, IFM segment accounted for 81%, 72%, 67% and 65% of the company’s consolidated
revenue, respectively, and 72%, 50%, and 44% of EBITDA. BSS, on the other hand, offers differentiated and vertical business services such
as sales enablement (Denave), BFSI BPO (Athena), audit & assurance, and employee background verification check services (Matrix). During
FY22, FY23, FY24 and FY25, the BSS segment accounted for 19%, 28%, 33% and 34.5% of its consolidated revenue from operations,
respectively. Further, the segment has contributed significantly to EBIT due to its higher profitability.
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UDS started as a facility management (IFM) company over three decades ago. Then gradually, the company expanded its service offerings;
before accelerating the pace in the business services segment (BSS). The latter was done via acquisitions, which are now well integrated.
Resilience in IFM business is proved via sustained profitability in a highly competitive industry. UDS commands leadership positions in
multiple offerings; and leveraging technology has been a key reason for this success. UDS has a 3% market share in Soft Services in India.
Total Headcount stood at around 70,000 as on March-2025. Company added 112 new logos during FY25.

Integrated Facility Management (IFM)

UDS service offerings can be broadly split into IFM and BSS. Within each, there are several verticals. The core IFM vertical is developed over
the last three decades, whereas certain small sections in the IFM piece and the entire BSS piece is acquired. IFM vertical includes multiple
services, out of which soft services remain the core offering. This market remains a very fragmented one; with the largest half a dozen
companies accounting for less than 20% of the market. Everything else shouldn’t be assumed as informal — rather it’s a mix of small, regional
formal players and a very long tail of informal operators. This is fast converging to formalised players gaining scale and overall exodus of
informal players. Additionally, the IFM market has also been moving fast towards outsourcing, and the trend is likely to continue.

The large categories of services provided by UDS in the IFM space can be categorised into IFM (Hard services + Soft services + PSS +
Engineering), warehouse management, catering and feminine hygiene care solutions. Of these, catering and washroom and feminine
hygiene solutions were acquired.

Soft Services: These include services such as housekeeping and cleaning services, disinfecting and sanitizing services, pest control,
horticulture, and facade cleaning.

Production Support Services: Production Support Services (PSS) are solutions offered to manufacturing facilities, encompassing material
handling, material movement, on-site warehouse management, stores and inventory management, production support activities, and
equipment maintenance.

Engineering Services: These mainly comprise services related to mechanical, electrical, and plumbing Washroom and Feminine Hygiene Care
Solutions: These include feminine hygiene care solutions and products & services such as air fresheners, sanitizers, and washroom solutions.

In the IFM segment, top-10 clients contribution stood at 35% of its sales while for top-50 at 67% for FY25. UDS has long standing relationships
with customers having a 90%+ retention over last 5-years.
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Integrated Facility Management (IFM) & Other Services

._\-

( Production Support Engineering Services | Institutional Catering "

Soft Services .
Services
. X Mechanical, electrical, and plumbing
Housekeeping and cleaning Material handling, material (MEP) services. Also referred to as Catering and food
55;?'_‘;?25_;1‘1'55'2“9_222& :;d movement, on-site warehouse hard services, include maintenance, services to corporates,
i III h.E : 'v'll . P .y rpanagement, stores and repair, overhaul and performance educational institutions,
conlr'o , dortlfu lL_JrE, an muen.tory managemn_en_t,_ management of heating, ventilation, and industrial facilities
dcade cleaming produclu_on suppnrt_actwltles, and air conditioning (HVAC)
b and equipment maintenance
. /
e T rd \
Washroom and Feminine | Warehouse Management f General Staffing | Others
Hygiene Care Solutions Manage customer warehouses and Services where field staff are provided
LV} W u .
= I B to customers for deployment in .

Feminine hygiene care operations within them, which could arious roles and who operate under Technology Services &
solutions and products and include material handling, stock t:ne cul;tnmer’s supert.risinrfn_ Integrated Procurement Services

services such as LFCB, SPVM, keeping, grading, and sorting, Technical Staffing and Solutions,

sanitizers and washroom breaking bulk, repacking, inward and enerally comprise recruitrnent'

solutions outward dispatches, return logistics & Y . .

payroll and human resource services

Integrated Facility Management (IFM) & Other Services — 66% of Revenues in FY25

(Source: Company, HDFC sec)

Business Support Services (BSS)

Sales Enablement Services: Focused on serving global customers across multiple industries, including information technology/information
technology-enabled services (IT/ITeS), telecom, and other industries. Services include demand generation, lead management, inside sales,
database management services, digital marketing, sales and retail analytics, customer outreach, field force management, field marketing
services, and outbound telesales.

Employee Background Verification Check Services: These services comprise address verification, identity verification, educational
qualifications verification, employment history verification, legal case history.

Audits and Assurance Services: It provides services such as supply chain audits, including warehouse depot audit, distributor audit, and retail
point audit, etc.

Airport Ground Handling Services: These services encompass baggage and cargo handling, passenger movement, aircraft turnaround, and
other related activities.
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Mailroom Management and Niche Logistics Solutions: These services are mainly provided through its subsidiary, Avon, which is a leading
service provider in India and a pioneer in the mailroom and asset movement business.

Business Support Services (BSS)

Sales Enablement Services { Audit & Assurances Employee Background
Serving global customers across multiple industries including Services such as supply chain audit including Verification Check Services

information technology / information technology enabled services,
telecom and other industries, through global delivery centres

located in India, Singapore, Malaysia, UK & South Korea and also

through partners in other parts of the world. BPO serwvice includes

in-bound and outbound telecalling focusing on Chatbots and
Virtual assistant support

warehouse depot audit, distributer audit,
and retail point audit, among others. Provide
back-office services related to marketing
programs and channel partner claim
processing to global customers

Services comprise address verification,
identity wverification, educational gualifications
verification, employment history verification,
legal case history, among others

| EY25 — 8% of Revenues FY25 — 6% of Revenues
FY25 — 71% of Revenues Ny g

-~ \
Mailroom Management and Niche ' Airport Ground Handling Services
Logistics and Transport Solutions o )

Services include baggage and cargo handling, passenger
mowvement, and aircraft turnaround, among others. We also
provide meet and greet services at various airports across the
country and are currently operational in 23 airports. In addition,
the company runs an advanced training centre in aviation skills
under the Global School of Aviation, helping build a skilled
workforce for the industry
FY25 — 5% of Revenues

Leading service provider in India and a pioneer in the
mailroom and asset movement business. Leverage this
presence to also offer services such as office supplies
management, courier and transport including handling
warehouse among others

FY25 — 11% of Revenues

Business Support Services (BSS) — 34% of Revenues in FY25

(Source: Company, HDFC sec)

Acquisitions led growth in BSS segment

Besides growing organically through IFM, UDS has undertaken multiple strategic investments over the years to acquire and integrate
businesses that complement its BSS portfolio, thereby enabling the creation of a larger business services platform. The fragmented market,
growing importance of compliance, and strong industry growth (~15% CAGR over FY24-27E) are providing a broad runway to drive profitable
and sustainable outcome for BSS. UDS is drawing more focus and attention in growing this high-margin business (BSS), while leveraging
subsidiaries that offer full-stack tech capabilities and have presence in multiple business lines. The company’s strategy has been to acquire
and integrate businesses that are complementary, thereby creating a bigger business services platform. In the BSS segment, top-10 clients
contribution stood at 70% of its sales while for top-50 at ~90% for FY25.

—,=RINVI=

RESEARCH

Empowering decisions



: g 1 HDFC  IE.
Updater Services Limited | fa] HDFC | 9k

Powering India’s Investments

Y .\»;:1:

Sales Enablement Services Segment Analysis

This segment is the largest segment within BSS, which contributed ~70% of BSS revenue in FY25. This is emerging as a critical service, as it
enables the sales team to go through an effective process to achieve better results. Another significant growth enabler is offshoring from
the USA, Europe, and other global countries. The relatively lower labour costs and ability to handle complex tasks, et, make India an
attractive destination for outsourcing these services.

These services are mainly provided through its subsidiaries, Denave and Athena. Denave is a sales enablement B2B company focused on
serving global customers across multiple industries (IT/ITeS, Telecom & others). Denave is the largest player in this segment, with a market
share of ~10% in India. Athena is a B2C outbound tele-sales BPO, focused on the BFSI segment in India. These acquisitions have been
undertaken to diversify and broaden its service mix, and also to deliver incremental profitable growth. Both Athena and Denave are
marginally accretive to the consolidated business and are expected to outpace it in the medium to long term.

Audit and Assurance Service

Matrix Business Services is a leading Audit and Assurance company for dealer and distributor audits as well as retail audits. Its strong branch
presence and field associate reach have driven the company to achieve the top spot in India. It provides services to the FMCG and consumer
durable companies to ensure the integrity and performance of their distribution, channel, and retail management operations. Additionally,
it caters to supply chain audits, including warehouse depot audit, distributer audit, and retail point audit, et al. with back-office services
related to marketing programs and channel partner claim processing for global customers. Employee background verification services
encompass address verification, identity verification, verification of educational qualifications, employment history verification, and legal
case history, among other services. These services are offered through its subsidiary, Matrix, which is the third largest company in India in
the segment with a share of ~6%. Its customers include TCS, Reckitt Benckiser, Kotak Bank, P&G etc.

Denave

On October 27, 2021, the Group acquired 52% equity ownership in Denave India Private Limited (Denave) for a consideration of Rs 63 crore.
Denave is primarily engaged in the business of providing sales enablement, support, and staffing services. The total value of purchase
consideration of Rs 141.2 crore, includes Rs 78.2 crore on account of obligation to purchase the remaining equity shares (48%) in the future,
pursuant to shareholder’s agreement between the Group and the promoters of Denave.

Athena

On December 23, 2022, the Group acquired 57% equity ownership in Athena for a consideration of Rs 82 crore. Athena is in the business of
providing business process outsourcing (BPO), which mainly offers services to Banks, NBFC, Insurance Companies, and Telecoms. This
acquisition enhances the group's competencies in the business service space, especially in the sales enablement services, and drives
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synergies between other portfolio companies of the group. The total value of purchase consideration of Rs 143.8 crore includes Rs 58.7
crore on account of obligation to purchase the remaining equity shares (43%) in the future, pursuant to Shareholder’s Agreement between
the Group and the promoters of Athena.

During Aug-2024, UDS announced that it has acquired 11.5% stake at Rs 16.34 crore and post-acquisition, Updater Services Limited would
hold 73.5% in Athena.

Athena BPO Private Limited is engaged in the business of providing services of inbound call centre services, back-office support services,
business process outsourcing and data processing services.

Athena BPO had registered revenue of Rs 147 crore and net profit of Rs 14.7 crore for FY24.

BSS service lines poised to deliver exponential growth

UDS is drawing more attention to growing its high-margin business (BSS), while leveraging subsidiaries that offer full-stack tech capabilities
and have a presence in multiple business lines. The acquisitions of Denave and Athena have been undertaken to not only diversify and
broaden its service mix but also to deliver incremental profitable growth. Both of these businesses are margin-accretive and are expected
to achieve a revenue CAGR of ~20% over FY25-27E, respectively. Additionally, the service line was further enhanced by the acquisition of
Matrix in 2020. This acquisition added Employee Background Verification and Audit & Assurance services to its portfolio, increasing its
horizontal mix and capturing a 5.7% market share. The fragmented market, growing importance of compliance, and strong industry growth
(15% CAGR over FY24-FY27E), are providing a broad runway to drive profitable and sustainable development for BSS. This is expected to
drive 12.5% revenue CAGR over FY25-27E.

UDS Strategy

Retain, strengthen and grow the customer base: The company emphasises deepening relationships with customers through long-term,
renewable contracts, creating a stable revenue model. A strong brand and high-quality service enable customer retention and cross-selling.
Grow market share in key segments: It aims to expand in key segments like commercial real estate and industrial facilities through customer-
focused mining and business development. Its 70-member sales and marketing team drives new customer acquisitions and strengthens
existing relationships.

Introduce new products and services: To expand its market share, the company will introduce new products and services targeting lucrative
segments, leveraging India's economic growth and initiatives such as Make in India. It plans to achieve this through organic development,
partnerships, acquisitions, and offerings in integrated facilities management and business support services, including BPO, infrastructure
solutions, and specialised staffing.

Increasing high margin business to aid margin expansion
The facility management vertical brings with itself a certain pressure on pricing. BSS aids margin expansion not only by the mix change, but
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also better pricing power. This pricing power sets the stage to benefit from operating leverage. The margin decline seen over the past two
years is on account of losses in the ground handling business, the slowdown in the employee verification business and investments.

UDS continued to invest and increase its shareholding in its investees. Additionally, the airport ground handling business needs a gestation
period. These aspects shall enable return ratios to improve substantially over the medium term. UDS delivered healthy return ratios earlier,
and now the business mix is even better.

IFM Industry Outlook

The IFM services have experienced significant growth, driven by increasing awareness, the expansion of outsourcing non-core business
activities, and strong demand in the real estate sector. The commercial offices segment would remain a key contributor to market growth,
experiencing higher demand from the IT/ITeS and BFSI segments.

The global facilities management (FM) market is undergoing a significant transformation driven by technological innovation, new business
models, emerging value propositions, competitive disruption, and innovative service offerings.

Asia is the largest FM market and is highly diverse. While Australia, the most developed market in the region for both FM and IFM, has
reached a certain degree of maturity, other markets such as China and India, are still in their infancy stages. These markets are expected to
grow steadily and become more competitive over time. The low penetration of FM services markets in many of Asia’s fast-growing
economies indicates that immense potential exists for market participants to grow and develop as outsourcing becomes more commonplace
in the next 10 years.

Given the current expansion and increased investments in the IT and BFSI segments, the demand for professional IFM services is on the rise.
The IT sector is transitioning towards more personalised and customised services, utilising both hard and soft FM services. This shift is
expected to increase consumption propensity and create opportunities for outsourcing.

BSS Services

The BSS is a set of ancillary services that facilitate companies streamline and enhance non-core business operations smoothly and
effectively. These services include end-to-end supply chain audits, such as warehouse depot audits, distributor audits, retail point audits,
market hygiene audits, and channel/trade claims processing, as well as schemes administration and trade programs. Business support
services, when conducted internally, can be expensive and time-consuming if not handled efficiently. Organisations may lack the expertise
and resources to effectively manage these services.

Sales Enablement Services was the largest segment within BSS as of FY25. Improvisation of internal business processes and the need for
technology adoption are the major drivers of the Sales Enablement Services market in India. One of the customers’ needs is to enhance the
targeting and efficiency of their business development teams by providing them with qualified leads. Another major growth enabler is the
offshoring of work from the US, Europe, and other countries worldwide.
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EARS

Key Risks
Customers are highly price sensitive, and this has resulted in an increasing preference for FM companies, which are non-compliant with

regulations related to the Provident Fund (PF), Employees' State Insurance Scheme (ESIC), etc.

It faces significant employee-related regulatory risks, and any significant disputes with its employees and/or concerned regulators may
adversely affect its business prospects, results of operations, and financial condition.

If UDS faces an increase in employee costs that it is unable to pass on to its customers, the company may not maintain its competitive
advantage and its profitability could be impacted.

The market is highly competitive, with a large number of domestic and a few international companies. It is also noted that some big domestic
companies with principal businesses in real estate are entering this market by forming subsidiaries, thereby intensifying competition.

If the company loses its key customer from its business segments, that may lead to lower revenue and profitability as well.

Company Background

Updater Group of Companies was set up in Chennai in 1985 by Mr. Raghunandana Tangirala. The flagship company of the Group, Updater
Services Limited (UDS), is one of India’s leading integrated facility management services providers and staffing solutions companies. Updater
Services (UDS) is one of the leading business service providers in India, with a presence in Integrated Facilities Management (IFM) and other
Business Support Services (BSS) segments, including sales enablement, Business Process Services (BPS), recruitment, and sales audits.

It is headquartered in Chennai and close to ~70,000 employees across 4,000+ locations, providing services. UDS offers a comprehensive
range of services, including soft facility management (housekeeping, gardening) and hard facility management (electrical and mechanical
maintenance, server management), to a diverse set of customers across various industries nationwide. Some of its subsidiaries offer
solutions in the space of audit and assurances, mail room management, catering services, employee background verification services, sales
enablement services, and ground handling services at airports.

The company had come out with an IPO in September 2023. It had offered shares at Rs 300 per share and raised Rs 640 crore through the
same. It consisted of fresh issuance worth Rs 400 crore and Offer for sale (OFS) of Rs 240 crore. Post IPO, promoter holding fell from 80.6%
to 58.47%. The promoter and group hold a 58.88% stake as of March 2025.
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Financials (Consolidated)

Income Statement Balance Sheet
(Rs Cr) . FY23  FY24  FY25P  FY26E FY27E As at March FY23 FY24 FY25P FY26E FY27E
Net Revenue 2099 2444 2736 3051 3368 SOURCE OF FUNDS
Growth (%) 41.5 16.5 11.9 11.5 10.4 Share Capital 53.0 66.9 66.9 66.9 66.9
Operating Expenses 2006 2310 2569 2858 3145 Reserves 328 773 891 1013 1151
EBITDA 93 134 167 193 223 Shareholders' Funds 381 840 958 1080 1218
Growth (%) 18.6 44.6 24.3 15.6 16.0 Net Deferred Taxes -88 -113 -135 -135 -135
EBITDA Margin (%) 4.4 5.5 6.1 6.3 6.6 Long Term Provisions & Others 196 114 122 130 144
Depreciation 37 54 47 52 59 Minority Interest 7 6 6 6 6
EBIT 56 80 119 140 164 Total Source of Funds 514 847 952 1081 1233
Other Income 13 24 36 31 35 APPLICATION OF FUNDS
Interest expenses 15 19 10 9 8 Net Block 101 117 115 110 119
PBT 54 84 145 162 191 Intangible Assets 258 250 244 244 244
Tax 20 18 26 31 39 Non Current Investments 28 28 33 38 45
RPAT 36 68 119 132 153 Long Term Loans & Advances 25 29 36 40 46
Growth (%) -37.5 89.9 74.9 10.9 15.8 Total Non Current Assets 411 424 427 431 453
EPS 6.8 10.2 17.8 19.7 22.8 Current Investments 4 2 35 49 78
Inventories 7 7 8 14 18
Trade Receivables 428 504 608 685 758
Short term Loans & Advances 67 49 45 51 58
Cash & Equivalents 165 151 233 301 366
Other Current Assets 31 274 87 96 113
Total Current Assets 703 986 1016 1197 1392
Short-Term Borrowings 159 53 48 55 66
Trade Payables 79 79 89 103 111
Other Current Liab & Provisions 328 391 321 350 388
Short-Term Provisions 33 40 33 39 47
Total Current Liabilities 599 563 491 548 612
Net Current Assets 103 423 524 649 780
Total Application of Funds 514 847 952 1081 1233

(Source: Company, HDFC sec)

—,=RINVI=

RESEARCH

Empowering decisior



Updater Services Limited

a1 HDFC | 9K,
b securities | 0¥
Powering India’s Investments

Cash Flow Statement

Key Ratios

(Rs Cr) FY23 FY24 FY25P FY26E FY27E
Reported PBT 54 84 145 162 191 Profitability (%)
| Non-operating & EO items -13 -24 -36 -31 -35 EBITDA Margin 4.4 5.5 6.1 6.3 6.6
| Interest Expenses 15 19 10 9 8 EBIT Margin 2.7 3.3 4.4 4.6 4.9
Depreciation 37 54 47 52 59 PAT Margin 1.7 2.7 4.4 4.3 4.5
Working Capital Change 42 10 -69 -57 -66 RoE 9.9 11.1 13.2 12.9 13.3
Tax Paid -20 -42 -47 -31 -39 RoCE 9.0 8.2 10.9 11.4 11.9
OPERATING CASH FLOW (a) 115 103 51 104 119 Solvency Ratio (x)
Capex -52 -39 -14 -48 -68 Net Debt/EBITDA 0.1 -0.7 -1.3 -1.5 -1.7
Free Cash Flow 63 64 37 56 51 D/E 0.46 0.1 0.1 0.1 0.1
Investments -115 -342 -4 -9 -13 Net D/E 0.0 -0.1 -0.2 -0.3 -0.3
Non-operating income 13 24 36 31 35 PER SHARE DATA (Rs)
INVESTING CASH FLOW (b)) -153 -356 19 -26 -46 EPS 6.8 10.2 17.8 19.7 22.8
Debt Issuance / (Repaid) 110 -170 -25 8 14 CEPS 13.7 18.2 24.8 27.5 31.6
Interest Expenses -15 -19 -10 -9 -8 BV 72 125 143 161 182
FCFE 158 -125 2 55 57 Dividend 0.0 0.0 0.0 1.3 2.0
Share Capital/IPO 2 413 0 0 0 Turnover Ratios (days)
Dividend 0 0 0 -9 -14 Debtor days 74 75 81 82 82
FINANCING CASH FLOW (c) 96 223 -35 -10 -8 Inventory days 1 1 1 2 2
NET CASH FLOW (a+b+c) 57 -31 35 68 65 Creditors days 47 58 62 64 63
VALUATION (x)
Price chart P/E 45.6 30.3 17.3 15.6 13.5
500 P/BV 4.3 2.5 2.2 1.9 1.7
EV/EBITDA 22.4 15.5 12.5 10.8 9.3
400 M EV / Revenue 1.0 0.8 0.8 0.7 0.6
300 Dividend Payout (%) 0.0 0.0 0.0 6.3 8.8
200
100
\}«Wb‘ \"\n?‘ O&u QQ'»“O&“ S ® &\'o“'(:e'?:f, '5‘:‘(? Q‘ﬁ? 'zﬁﬁﬁo o“nf, Digitally signed by Kushal
L A I Kushal Mahendra wahendra Rughani
. : Date: 2025.06.09 08:07:21
(Source: Company, HDFC sec) Rughar" £05'30"
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HDFC sec Prime Research rating description

Green Rating stocks

This rating is given to stocks that represent large and established business having track record of decades and good reputation in the industry. They are industry leaders or have significant market share. They have
multiple streams of cash flows and/or strong balance sheet to withstand downturn in economic cycle. These stocks offer moderate returns and at the same time are unlikely to suffer severe drawdown in their stock
prices. These stocks can be kept as a part of long term portfolio holding, if so desired. This stocks offer low risk and lower reward and are suitable for beginners. They offer stability to the portfolio.

Yellow Rating stocks

This rating is given to stocks that have strong balance sheet and are from relatively stable industries which are likely to remain relevant for long time and unlikely to be affected much by economic or technological
disruptions. These stocks have emerged stronger over time but are yet to reach the level of green rating stocks. They offer medium risk, medium return opportunities. Some of these have the potential to attain green
rating over time.

Red Rating stocks

This rating is given to emerging companies which are riskier than their established peers. Their share price tends to be volatile though they offer high growth potential. They are susceptible to severe downturn in their
industry or in overall economy. Management of these companies need to prove their mettle in handling cyclicality of their business. If they are successful in navigating challenges, the market rewards their shareholders
with handsome gains; otherwise their stock prices can take a severe beating. Overall these stocks offer high risk high return opportunities.

Disclosure:

I, Kushal Rughani, MBA, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. SEBI
conducted the inspection and based on their observations have issued advise/warning. The said observations have been complied with. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his relative or HDFC securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its
associate does not have any material conflict of interest.

Any holding in stock — No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must not be used as a singular basis of any investment decision. The views herein are of a general
nature and do not consider the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice before investing. This report may have been refined using Al tools
to enhance clarity and readability.

Nothing in this document should be construed as investment advice. Each recipient of this document should make such investigations as they deem necessary to arrive at an independent evaluation of an investment
in securities of the companies referred to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The information and opinions contained
herein have been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any company or companies or their
securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other
jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such
jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention of the sender. This document may not be
reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.
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Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or the income derived from them. In addition,
investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be taken as an offer to

sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments. This report should not be construed as an invitation or solicitation to
do business with HSL. HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in
any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower
to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including
but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals
in these securities from time to time or may deal in other securities of the companies / organizations described in this report. As regards the associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.
Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the Research team and all its activities are segregated from Research activities. The proprietary
desk operates independently, potentially leading to investment decisions that may deviate from research views.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither HSL nor
Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage
service transactions. HSL may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

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. We have not received any
compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496
5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst
Reg. No.: INHO00002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of 1As) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
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