Netweb Technologies - BUY

04 November 2025

Netweb reported moderate revenue/PAT growth of 21%/22%
YoY, a QoQ flattish performance (a 22/18% miss to IIFLe).
While large strategic order wins under India AI Mission (IAIM),
worth ~Rs22bn have significantly enhanced growth visibility in
the near term, mgmt. guides only 1/3" of these projects to be
billed in FY26, much softer than initial expectations; but expects
1HFY26 growth of 50%+ in the base business to sustain. We
keep our forecasts unchanged for now. Mgmt expects significant
traction in its base business (60% conversion of Rs42bn bid
pipeline) apart from continued order wins under IAIM.
Valuations at 52x FY27Zii EPS are now rich and discount the step
jump of 65% EPS Cagr in FY25-28ii. Maintain BUY.

Record order wins drive strong visibility: OB + L1 expanded 331%
YoY to Rs30.3bn (2.2x TTM sales), led by two large India Al Mission
orders worth Rs21.8bn, with execution spread over FY26-1HFY27.
Excluding these strategic wins, the organic (base business) OB + L1 was
Rs8.4bn, +20% YoY/21% QoQ. IAIM projects are backed by advances
& LCs, and do not require additional capex. Mgmt guides for 150-
200bps lower than the avg. PBT margins here. Order pipeline is 14%
higher YoY, at Rs42bn, with ~60% conversion expected by FY27.

Broad-based growth across key verticals: 2QFY26 revenue grew
21% YoY to Rs3bn, led by 78% YoY in AI & EW while HPC grew 25%
YoY and HCI was flat; all three contributed > 85% of revenues. Netweb
holds 30-35% market share in the HPC market (TAM: ~Rs10bn), with
43% revenues from government and 57% from private sector.

Guides conservatively for FY26: Management maintained its organic
revenue growth guidance of 35-40% with OPM/PAT margins at 13-
14%/10.5%; conservatively guides a third of the strategic order book
execution by 4QFY26 (IIFLe: 50%). Cash conversion cycle is 120 days
for 1HFY26, while net cash is at Rs2.4bn (net D/E: -0.41x). ROE/ROCE
are at 22.4%/30.2%, underscoring efficient execution.
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Performance highlights

Sales: Rs3,037mn, up 21% YoY/1% QoQ (22% below with IIFLe)
EBITDA: Rs455mn, up 27% YoY/1% QoQ (16% below with IIFLe)
EBITDA Margins: 15%, +74bps YoY/ +9bps QoQ (IIFLe: 14%)
PAT: Rs314mn, up 22% YoY/3% QoQ (18% below with IIFLe)
Order Inflows: Rs27.5bn, up 1269% YoY/ 1236% QoQ
Order Book + L1: Rs30.3bn (2.2x TTM Sales), up 331% YoY/ 336% QoQ

Figure 1: Financial highlights

Rs mn 2QFY25 1QFY26 2QFY26 YoY QoQ| 1HFY25 1HFY26 YoY

Revenues 2,511 3,012 3,037 21% 1%| 4,004 6,049 51%
Raw Materials 1,891 2,240 2,203 17% -2%| 2,985 4,444 49%
Employee expenses 159 161 192 21% 20% 278 353 27%
Other expenses 104 163 187 80% 15% 186 350 88%
EBITDA 357 448 455 27% 1% 554 903 63%
EBITDA margin 14.2% 14.9% 15.0% 74bps 9bps| 13.8% 14.9% 108 bps
Depreciation 26 33 34 30% 3% 51 68 33%
Finance costs 7 10 9 42% -5% 14 19 33%
Other income 20 11 9 -55% -16% 59 20 -66%
PBT 345 416 420 22% 1% 549 836 52%
Tax 87 111 106 21% -5% 139 217 56%
Tax rate 25.4% 26.7% 25.2% -17 bps -154 bps 25%  26% 61 bps
Adjusted PAT 257 305 314 22% 3% 410 619 51%
Net margin 10.2% 10.1% 10.3% 11bps 23bps| 10.2% 10.2% 1 bps
Adj EPS (Rs) 4.6 5.4 5.5 22% 3% 7.3 10.9 50%
As a % of sales

Gross margin 24.7% 25.6% 27.5% 277 bps 184 bps| 25.4% 26.5% 110 bps
Employee expenses  6.3% 53% 6.3% -1bps 99 bps 7.0% 5.8% -112 bps
Other expenses 4.1% 54% 6.2% 203 bps 75 bps 4.6% 5.8% 114 bps
Order Pipeline 37,038 41,421 42,043 14% 2%| 37,038 42,043 14%
Order Inflows 2,011 2,059 27,517 1269% 1236%| 3,589 29,576 724%
Order Book + L1 7,013 6,939 30,259 331% 336%| 7,013 30,259 331%
OB+L1/TTM Sales 0.8 0.5 2.2

Source: Company, IIFL Research
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Order book and pipeline

Order book expanded 624% YoY to Rs26.8bn leading to implied order
inflows (+1269% YoY to Rs27.5bn). Cumulative OB+L1 position stood
at Rs30.3bn (+331% YoY, 2.2x TTM sales).

The above order book includes two strategic, large-value orders of
Rs21.8bn under the India Al Mission, received in Sept 2025. ~ 1/3™
of these will be executed in FY26 with the remainder in FY27.
Excluding these, organic order book (incl. L1) stands at Rs8.4bn (0.6x
TTM Sales), up 20% YoY/21% QoQ.

Management highlighted that these orders will not require any
significant capex, and short-term working capital needs are being met
through customer advances and LC-backed funding. Margins on these
projects are expected to be 150-200 bps lower than the company’s
average PBT margins.

Management indicated that they do not expect any sourcing
challenges from NVIDIA, as Netweb’s exclusive OEM partnership
ensures priority access to new chipsets and steady supply allocations,
supporting uninterrupted GPU availability for its strategic orders.

Figure 2: Big-ticket Al orders drive OB+L1 position
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Beyond the existing orders, mgmt. expects additional opportunities
under the IndiaAl Mission, from the govt.’s allocation of Rs100bn
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mainly focusing on the two pillars of enhancing Al infrastructure and
compute services.

Order pipeline improved by 14% YoY/2% QoQ to Rs42bn, with an
estimated conversion ratio of 60% within 6-18 months.

Key Financial Highlights

Expansion in GMs by 277bps YoY to 27.5% partially offset by an
increase in other expenses by 203bps YoY led to an expansion in OPMs
by 74bps YoY to 15%, driven by healthy demand and execution
capabilities.

Moderate increase in OPMs was offset by lower other income (-55%
YoY) and higher D&A (+30% YoY) leading to flattish net margins at
10.3% (vs 10.2% in 2QFY25). R&D expenses remained at ~ 3% of
revenue, with the entire amount expensed in the P&L.

Mgmt. maintains the organic revenue growth guidance of 35-40% and
expects OPMs/PAT margin ~13-14%/10.5%. Beyond FY26, mgmt. is
targeting organic revenue growth of 30-35% annually for the next 2-
3 years.

Cash conversion cycle stood at 120 days, while the net cash on its
books stood at Rs2.4bn as on Sept 2025. Net debt/equity stood at
(0.41).

ROE and ROCE for H1FY26 were 22.4% and 30.2% respectively.

Segmental Highlights

Revenue growth was led by jump in AI&EW (+78% YoY) and HPC
(+25% YoY) while HCI remained flattish (-1% YoY).

Management continues to focus on HPC, HCI and AI&W which
contributed 33%/33%/21% respectively to sales, accounting for
majority of the revenue mix. Growth was also seen in HCS & Software
(+121% YoY) and HPS & Storage (+81% YaoY), forming ~6% of the
revenue mix.

The company holds a 30-35% market share in the HPC segment,
where the TAM is estimated at ~ Rs 10bn.

Government clients contributed 43% of total revenue, with the rest
from private enterprises. Management expects broad mix of 50:50.
Customer concentration with Top 10 clients and Top 5 clients
constituted 71%/56% of sales in H1FY26 vs 66%/51% in FY25.

Netweb Technologies — BUY

Additionally, 74.7% of the revenue was derived from repeat

customers in H1FY26.
e Export contribution is expected in the range of 5-6%.
Figure 3: Segmental highlights
Rs mn 2(215FY 1QFY26 2QFY26 YoY QoQ 1HFY25 1HFY26 YoY
Revenue by Vertical
HPC 818 774 1,021 25% 32%| 1,394 1,795 29%
HCI 1,029 1,024 1,019 -1% 0%| 1,484 2,043 38%
AI&KEW 371 874 662 78% -24% 589 1,536 161%
HPS & Storage 36 61 65 81% 7% 73 126 73%
Data Centre 78 81 51 -35% -37% 128 132 3%
HCS & Software 53 107 117 121% 9% 93 224 141%
Spares & Others 126 60 121 -3% 101% 215 181 -16%
Network Switches 23 30 30 34% 1% 52 60 15%
% share
HPC 32% 26% 33% 35% 29%
HCI 41% 34% 33% 37%  34%
AIREW 15% 29% 21% 15%  25%
HPS & Storage 1% 2% 2% 2% 2%
Data Centre 3% 3% 2% 3% 2%
HCS & Software 2% 1% 4% 2% 4%
Spares & Others 5% 2% 1% 5% 3%
Network Switches 1% 1% 1% 1% 1%
Revenue by Customer Type
Government 941 1,792 1,291 37% -28%| 1,825 3,083 69%
Private 1,569 1,220 1,746 11% 43%| 2,178 2,966 36%
% share
Government 38% 60% 43% 46% 51%
Private 63% 41% 58% 54%  49%
Source: Company, IIFL Research

3

renu.baid@iiflcap.com



Company SnapShOt Netweb Technologies — BUY

Background: Netweb Technologies is one of India’s leading high-end computing solutions (HCS) provider, with fully integrated design and manufacturing
capabilities. Established as a sole proprietorship in 1999 (incorporated as a company in 2016), over the last two decades Netweb has installed over 300
supercomputing systems, over 50 private cloud & HCI installations and 4,000+ AI systems and enterprise workstations.
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Income statement summary (Rs m)

Balance sheet summary (Rs m)

Netweb Technologies — BUY

Revenues 7241 11.490 28223 45610 51483 Cash & cash equivalents 2,216 1,795 1,715 2,428 5,134
Depreciation and amortisation (63)  (113)  (154)  (187)  (225)  Receivables 1,838 3615 13,099 12,446 12,645
Ebit 963 1.487 3.503 5805 6.829 Other current assets 399 615 1,241 2,005 2,263
Non-operating income 119 94 85 76 114  Creditors 1,266 2979 5394 8090 9,133
Financial expense (62) (41) (248) (326) (149) Other current liabilities 520 555 1,549 2,502 2,824
PBT 1.020 1,540 3339 5556 6.795 Net current assets 3,814 4,720 14,506 13,133 15,111
Exceptionals 0 0 0 0 0 Fixed assets 429 531 510 523 497
Reported PBT 1,020 1,540 3,339 5556 6795 Intansibles 18 30 30 30 30
Tax expense (261)  (395)  (852) (1,417) (1,733)  Investments 0 0 0 0 0
PAT 759 1.145 2488 4139 5062 Other long-term assets 77 119 139 164 193
Minorities. Associates etc. 0 0 0 0 o  Total net assets 4339 5400 15185 13,850 15,832
Attributable PAT 759 1,45 2,488 4,139 5062  borrowings 16 137,520 2,520 20
Other long-term liabilities 95 84 123 145 172

Ratio analysis Shareholders equity 4,228 5,303 7,543 11,185 15,639
Y/e 31 Mar, Parent FY24A FY25A FY26ii FY27ii FY28ii Total liabilities 4,339 5,400 15,185 13,850 15,832
Per share data (Rs)
Pre-exceptional EPS 13.5 20.2 43.9 73.1 g9.4  Cashflow summary (Rs m)
DPS 2.0 25 5.3 8.8 10.7 Y/e 31 Mar, Parent FY24A FY25A FY26ii FY27ii FY28ii
BVPS 75.0 936 1331 1974 2760  Ebit %3 1487 3,503 5805 6,829
Growth ratios (%) Tax paid (261) (395) (852) (1,417) (1,733)
I —— 62.7 58.7 145.6 61.6 12.9 Depreciation and amortization 63 113 154 187 225
Ebitda 46.4 56.1 128.6 63.9 17.7 Net working capital change (683) (1,397) (9,866) 2,086 728
EPS 46.1 50.0 117.3 66.4 22.3 Other operating items 102 60 50 0 0
Profitability ratios (%) Operating cash flow before interest 184 (132) (7,011) 6,662 6,050
Ebitda margin 142 13.9 13.0 13.1 137  Financial expense (62) (41)  (248)  (326)  (149)
Ebit margin 133 12.9 12.4 12.7 13.3 Non-operating income 119 94 85 76 114
— 256 25.7 255 255 255 Operating cash flow after interest 240 (79) (7,175) 6,412 6,016
Net profit margin 105 10.0 8.8 9.1 9.8 Capital expenditure (186) (229) (150) (200) (200)
Return ratios (%) Long-term investments (1,406) 1,126 (64) (51) (85)
ROE 29.4 24.0 38.7 44.2 37.7 Others 1,177 (2,215) (199) (447) (525)
ROIC ex goodwill 45.8 39.8 30.9 35.1 467  Freecashflow (175)  (397) (7,588) 5713 5,206
ROIC 45.8 39.8 30.9 35.1 467  Equityraising 2,571 1 0 0 0
Solvency ratios (x) Borrowings (316) (24) 7,507  (5,000) (2,500)
Net debt to Ebitda (2.1) (1.1) 16 0.0 (0.7)  Dividend 0 0 0 0 0
Interest coverage 15.5 363 14.1 17.8 46.0 Net chg in cash and equivalents 2,080 (421) (80) 713 2,706
Source: Company data, IIFL Research Source: Company data, IIFL Research
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on it. If you have received this communication by error, please notify the sender immediately. This communication is intended solely for the person to whom it is addressed and may contain confidential or privileged
information.

Additional Disclaimer for U.S.: This report was prepared, approved, published and distributed by IIFLCAP, a company located outside of the United States (a “non-US Company”). This report is distributed in the U.S.
by IIFL Capital INC. - 1120 Avenue of the Americas, 4th Floor, New York, NY 10036.Tel: 212 221 6800, a U.S. registered broker-dealer, which assumes responsibility for this research report and its dissemination in the
United States. This report is meant only for U.S. institutional investors (as defined in Rule 15a-6 under the U.S. Securities Exchange Act of 1934 (the “Exchange Act”)) pursuant to the exemption in Rule 15a-6 and any
transaction effected by a U.S. customer in the securities described in this report must be effected through IIFL Capital INC. rather than with or through the non-US Company.

Neither the report nor any analyst who prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory Authority, Inc. ("FINRA") or other regulatory requirements pertaining to
research reports or research analysts. The non-US Company is not registered as a broker-dealer under the Exchange Act or is a member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-
regulatory organization. The non-US Company is the employer of the research analyst(s) responsible for this research report. The research analysts preparing this report are resident outside the United States and are
not associated persons of any US regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a US broker-dealer, and are not required to satisfy the regulatory licensing requirements of
FINRA or required to otherwise comply with US rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.
The non-US Company will refrain from initiating follow-up contacts with any recipient of this research report that does not qualify as a Institutional Investor, or seek to otherwise induce or attempt to induce the purchase
or sale of any security addressed in this research report by such recipient.

A graph of daily closing prices of securities is available at http://www.nseindia.com, www.bseindia.com (Choose a company from the list on the browser and select the “three years” period in the price chart).

Name, Qualification and Certification of Research Analyst: Renu Baid Pugalia(MMS), Himanshi Narang(Chartered Accountant), Akshit Gangwal(Chartered Accountant)

Renu Baid

Ronn Pad Pgﬁ,ma
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IIFL Capital Services Limited (Formerly known as IIFL Securities Limited), CIN No.: L99999MH1996PLC132983, Corporate Office — IIFL Securities Ltd. 24th Floor, One Lodha Place, Senapati Bapat Marg, Lower Parel,
Mumbai - 400013 Tel: (91-22) 4249 9000 Fax: (91-22) 4060 9049, Regd. Office — IIFL House, Sun Infotech Park, Road No. 16V, Plot No. B-23, MIDC, Thane Industrial Area, Wagle Estate, Thane - 400604 Tel: (91-22)
39294000. Fax: (91-22) 25806654 Website: https://www.iiflcapital.com/,please click here to know about IIFLCAP’s organisational structure and its associates Details of pending Enquiry Proceedings of IIFL Capital
Services Limited (Formerly known as IIFL Securities Limited)and Investor Charter are available on the website at https://ttweb.indiainfoline.com/trade/frmInformation2customer.aspx

Compliance Officer: Ms. Chaitali Shah, email id - chaitali.shah@iiflcap.com; contact no. +91-22-46464658
Grievance Redressal Cell: email id - cs@iiflcapital.com; contact no. +91-22-40071000. Click here for Escalation Matrix

If not satisfied with the response of the research analyst, you can lodge your grievances with SEBI at https://scores.sebi.gov.in or you may also write to any of the offices of SEBI. (In absence of response/complaint not
addressed to your satisfaction, you may lodge a complaint with SEBI at SEBI, NSE, BSE, Investor Service Center | NCDEX, MCX. Please quote your Service Ticket/Complaint Ref No. while raising your complaint at SEBI
SCORES/Exchange portal at https://scores.sebi.gov.in and for online dispute Resolution platform - Smart ODR- https://smartodr.in/login )

For any queries, feedback or assistance, please contact SEBI Office on Toll Free Helpline at 1800 22 7575 / 1800 266 7575.

Registration Details: Stock Broker SEBI Regn: INZ000164132(BSE/NSE/MCX/NCDEX), CDSL & NSDL SEBI Regn.: IN-DP-185-2016, PMS SEBI Regn. No. INP000002213, IA SEBI Regn. No.
INA000000623, RA SEBI Regn. No. INH000000248, Merchant Banking SEBI Regn. No. INM000010940, AMFI Regn. No. ARN - 47791

Key to our recommendation structure

BUY - Stock expected to give a return 10%+ more than average return on a debt instrument over a 1-year horizon.
SELL - Stock expected to give a return 10%+ below the average return on a debt instrument over a 1-year horizon.
Add - Stock expected to give a return 0-10% over the average return on a debt instrument over a 1-year horizon.
Reduce - Stock expected to give a return 0-10% below the average return on a debt instrument over a 1-year horizon.

Distribution of Ratings: Out of 307 stocks rated in the IIFL coverage universe, 162 have BUY ratings, 6 have SELL ratings, 101 have ADD ratings, 0 have NR ratings and 37 have REDUCE ratings

Price Target: Unless otherwise stated in the text of this report, target prices in this report are based on either a discounted cash flow valuation or comparison of valuation ratios with companies seen by the analyst as
comparable or a combination of the two methods. The result of this fundamental valuation is adjusted to reflect the analyst’s views on the likely course of investor sentiment. Whichever valuation method is used there
is a significant risk that the target price will not be achieved within the expected timeframe. Risk factors include unforeseen changes in competitive pressures or in the level of demand for the company’s products. Such
demand variations may result from changes in technology, in the overall level of economic activity or, in some cases, in fashion. Valuations may also be affected by changes in taxation, in exchange rates and, in certain
industries, in regulations. Investment in overseas markets and instruments such as ADRs can result in increased risk from factors such as exchange rates, exchange controls, taxation, and political and social conditions.
This discussion of valuation methods and risk factors is not comprehensive - further information is available upon request.

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

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

iii. Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary
or provide any assurance of returns to investors
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Netweb Tech: 3 year price and rating history
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