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Kellton Tech Solutions Ltd. reported mixed re- Company Data
sults for Q2FY25, showcasing moderate reve- Market Cap (cr) Rs. 1,531.06
nue growth but operational headwinds. Sales Enterprise Value (cr) Rs. 1,077.45
grew by 3% QoQ to ?2.70'69 crore, drlyen by Outstanding Shares (cr) 9.75
steady demand for digital transformation ser- :
vices across key verticals. However, expenses 52 week high Rs. 184.00
increased by 3.6% QoQ to ¥238.22 crore, com- 52 week low Rs. 85.00
pressing operating profit margins slightly to 1m average volume (lacs) 14.23
12%. Face value Rs. 5.00
] Consolidated (cr) FY22 FY23 FY24
Net profit stoc?d. at %19.66 crore, down 1% QoQ, Sales 842 67 917.33 982.89
impacted by rising interest costs (+2.5%) and
flat other income. Despite a 75% surge in oper- Growth(%) 9% 9% 7%
ating profit in Q1FY25, subsequent quarters EBITDA 105.94 -88.37 106.27
have seen a tapering effect, reflecting challeng- EBITDA Margin(%) 12.6% -9.6% 10.8%
es in managing cost structures and scaling effi- PAT 70.45 126.81 64.01
ciently.
Growth(%) -1% -280% 150%
The company’s strategic focus on emerging EPS 73 -13.1 6.6
technologies, including Al and cloud solutions, P/E 11.5 3.4 14.8
offers long-term growth potential. However, P/B 1.7 11 2.1
maintaining profitability amidst rising expenses ~ EV/EBITDA 8.6 6.3 10.1
remains critical. ROE(%) 15% -34.0% 14%
ROCE(%) 16% -19.2% 15.1%
ROIC(%) 13% -21.3% 13.4%
D/E 0.26 0.43 0.35

Financial Performance: Kellton Tech Solutions reported Q2 FY25 revenue at 270-271 crores, a 12.4% YoY
growth, with an EBITDA margin of 12.1% and net profit of X19.6 crores (PAT margin: 7.2%). For H1 FY25,
revenue stood at X533 crores, reflecting an 8.7% YoY growth, and net profit was X39.6 crores, with EPS show-
ing significant improvement at ¥4.10.

Operational Highlights: The company secured five significant client wins in Q2, spanning gaming, contract
food services, SAP system enhancement, and manufacturing inventory management. These projects underline
Kellton Tech'’s core capabilities in enterprise cloud migration, SAP expertise, and operational system develop-
ment.

Strategic Outlook: Management remains optimistic about achieving its $200 million revenue target by 2027,
driven by enhanced client offerings and higher revenue per customer. While economic challenges in Europe
persist, improved client decision-making post-US elections and potential tax reforms are expected to drive
growth. The reduction in promoter stake was clarified as having no adverse implications.
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Key Highlights

e Comprehensive Service Portfolio: Kellton Tech Solutions specializes in digital transformation,
ERP solutions, and a wide range of IT services, catering to industries such as fintech, manufacturing,
government, retail, and e-commerce. The company’s core offerings include agile software develop-
ment, platform modernization, outsourced product development, and testing automation. It leverag-
es cutting-edge technologies like IoT, Blockchain, Al, and Generative Al to deliver innovative solu-
tions, ensuring alignment with the evolving digital landscape.

¢ Innovative Digital Platforms: Kellton Tech has developed proprietary platforms like Audit.io
for retail audit automation, KLGAME for loT-driven user experiences, and Optima, which integrates
Al and Blockchain for energy management. Additionally, Thrive facilitates human capital manage-
ment with automated tools, while Kellton4Commerce provides dynamic e-commerce solutions.
These platforms showcase the company’s focus on leveraging innovation to address niche business
challenges.

¢ Revenue and Segment Contributions: For 9M FY24, digital transformation contributed a sub-
stantial 82% of revenues, followed by enterprise solutions (14%) and consulting services (4%). This
heavy reliance on digital transformation highlights the company's role as a leader in modernizing
business processes and systems for its clients.

e Strong Geographical Presence: Kellton Tech operates across the USA, Europe, India, and the
Asia-Pacific region, with the USA accounting for 82% of its revenue. India and APAC contribute
12.7%, while Europe adds 5.3%, indicating a diversified yet US-centric business model. Its global
footprint, supported by ~1,800 skilled employees, positions the company to capitalize on opportuni-
ties across multiple markets.

¢ C(lient-Centric Focus: The company serves an extensive client base across various sectors, in-
cluding fintech, automotive, chemicals, logistics, and hospitality. In Q3 FY24, its top 10 clients con-
tributed ~27% of revenue, reflecting a well-diversified client portfolio. Kellton Tech’s focus on stra-
tegic partnerships enables deeper client engagement and recurring revenue streams.

e Strong Order Book and Future Prospects: With an order book of X800 crore as of Q3 FY24,
Kellton Tech has a solid pipeline for sustained revenue growth. Management aims to achieve $200
million in revenue by 2027 by expanding offerings, increasing revenue per client, and optimizing
operational efficiency. Integration of Generative Al into its core services is expected to enhance dif-
ferentiation and client value.

e Resilient Financial Performance: In Q2 FY25, the company reported revenues of X270-271
crore, up 12.4% YoY, with an EBITDA margin of 12.1%. The PAT stood at X19.6 crore, reflecting
steady profitability despite challenges like rising costs and economic uncertainty in Europe. Digital
transformation services remain a key growth driver, bolstered by strategic investments in innova-
tion and talent.
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Quarterly Financial Consolidated

Profit and loss account (Rs Cr)
Sep-23 Dec-23 Mar-24 Jun-24 Sep-24
Sales 240.58 245.44 247.84 261.93 270.69
Growth(%) -3% 2% 1% 6% 3%
Expenses 214.18 227.03 215.68 229.97 238.22
Operating Profit 26.40 18.41 32.16 31.96 32.47
Growth(%) -4% -30% 75% -1% 2%
Other Income 0.44 0.34 0.58 0.46 0.21
Depreciation 3.61 4.40 3.97 4.16 4.15
Interest 4.49 4.82 4.68 4.89 5.01
Profit before tax 18.74 9.53 24.09 23.37 23.52
Tax 2.21 1.40 0.15 3.43 3.86
Net profit 16.53 8.13 23.93 19.94 19.66
Growth(%) 7% -103% 66% -20% -1%

Financial Consolidated

Profit & Loss (Rs Cr)
Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
Sales 770.68 775.63 842.67 917.33 982.89
Growth(%) -5% 1% 9% 9% 7%
Expenses 658.30 667.83 737.94 823.85 878.46
Operating Profit 112.38 107.80 104.73 93.48 104.43
Growth(%) -5% -4% -3% -11% 12%
Other Income 3.94 4.70 1.21 -181.85 1.84
Depreciation 12.81 12.92 10.93 14.46 16.00
Interest 16.43 12.85 11.55 11.44 18.36
Profit before tax 87.08 86.73 83.46 -114.27 71.91
Tax 16.54 15.61 13.00 12.53 7.89
Net profit 70.53 71.12 70.45 -126.81 64.01
Growth(%) -8% 1% -1% -280% 150%
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Balance Sheet (Rs Cr)
Report Date Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
Equity Share Capital 48.19 48.19 48.25 48.27 48.70
Reserves 368.16 372.35 430.43 324.76 394.68
Borrowings 131.71 109.18 122.31 161.99 155.99
Other Liabilities 170.38 102.18 71.01 61.47 61.01
Total 718.44 631.90 672.00 596.49 660.38
Net Block 277.79 206.46 198.99 63.82 69.38
Capital Work in Progress - - - - 18.15
Investments - - - - -
Other Assets 440.65 425.44 473.01 532.67 572.85
Total 718.44 631.90 672.00 596.49 660.38
Cash Flow (Rs Cr)

Mar-20 Mar-21 Mar-22 Mar-23 Mar-24

Cash from Operating Activity 56.48 79.5 0.67 24.28 56.2
Cash from Investing Activity -39.07 31.54 -4.14 -72.13 -39.64
Cash from Financing Activity -13.32 -102.17 -10.53 52.86 -18.69
Net Cash Flow 4.1 8.87 -14 5.01 -2.13

Key Metrics: Quarterly
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Key Metrics: Yearly
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Disclaimer: ANALYST CERTIFICATION I, Mr. Anshul Jain B.com, Research Analyst, 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. We also certify tha 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. 'Subscriber' is the one who has subscribed to the Research Reports
in various forms including Research Recommendations, Research SMS Alerts/Calls, Fundamental and Technical Research calls, Investment Strategist Magazine,
Research/market news etc through Lakshmishree Investment & Securities Limited. Subscriber may or may not be client of Lakshmshree Investment & Securities
Ltd.

Terms & conditions and other disclosures:

Lakshmishree Investment & Securities Ltd. (hereinafter referred to as “LISL ”) is engaged in the business of Stock Broking, Depository Participant and distribution
for third party financial products. (LISL) will, at its discretion, provide its company research reports/news, results, and event updates/sector report/monthly com-
mentary/regular compendium, trading call, technical and derivatives reports (together “the reports”) as also market news to subscribers either in the form of a
written market commentary or research report sent in email, form, SMS or through postal or courier service. A brief extract of the reports may also be sent, on
enrolment, in SMS, e-mail form. This document has been prepared by the Research Division of LISL and is meant for use by the recipient only as information and is
not for circulation. This document is not to be reported or copied or made available to others without the prior permission o LISL. It should not be considered or
taken as an offer to sell or a solicitation to buy or sell any security. The information contained in this report has been obtained from sources that are considered to
be reliable. However, LISL has not independently verified the accuracy or completeness of the same. Neither LISL nor any of ts affiliates, its directors or its em-
ployees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made available orexpressed herein or for any omis-
sion therein. Recipients of this report should be aware that past performance is not necessarily a guide to future performane and value of investments can go
down as well. The suitability or otherwise of any investments will depend upon the recipient's particular circumstances and,in case of doubt, advice should be
sought from an independent expert/advisor. Either LISL or its affiliates or its directors or its employees or its representaties or its clients or their relatives may
have position(s), make market, act as principal or engage in transactions of securities of companies referred to in this repat and they may have used the research
material prior to publication. LISL is registered as Research Analyst under Securities and Exchange Board of India (ResearchAnalysts) Regulations, 2014 LISL sub-
mits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysisactivities. LISL or its research ana-
lysts or its associates or his relatives do not have any financial interest in the subject company. LISL or its research analysts or its associates or his relatives do not
have actual / beneficial ownership of one percent or more securities of the subject company at the end of the month immediatdy preceding the date of publica-
tion of the research report. LISL or its research analysts or its associates or his relatives do not have any material conflct of interest at the time of publication of
the research report. LISL or its associates might have received compensation from the subject company in the past twelve monts.LISL or its associates might have
managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any other as-
signment in the past twelve months. LISL or its associates might have received any compensation for investment banking or mecchant banking or brokerage ser-
vices from the subject company in the past twelve months. LISL or its associates might have received any compensation for praducts or services other than invest-
ment banking or merchant banking or brokerage services from the subject company in the past twelve months. LISL or its assocates might have received any
compensation or other benefits from the subject company or third party in connection with the research report. LISL encourages independence in research report
preparation and strives to minimize conflict in preparation of research report. LISL or its analysts did not receive any compensation or other benefits from the
subject Company or third party in connection with the preparation of the research report. LISL or its Research Analysts do na have any material conflict of interest
at the time of publication of this report. It is confirmed that Mr. Anshul Jain B.com, Research Analyst of this report has nd received any compensation from the
companies mentioned in the report in the preceding twelve months Compensation of our Research Analysts is not based on any specific merchant banking, invest-
ment banking or brokerage service transactions. The Research analysts for this report certifies that all of the views expres®d in this report accurately reflect his or
her personal views about the subject company or companies and its or their securities, and no part of his or her compensationwas, is or will be, directly or indi-
rectly related to specific recommendations or views expressed in this report. The research analysts for this report has not srved as an officer, director or employ-
ee of the subject company. LISL or its research analysts have not engaged in market making activity for the subject company Qur sales people, traders, and other
professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions
expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent wth the recommendations ex-
pressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may gve rise to real or potential conflicts
of interest. LISL and its associates, their directors and employees may (a) from time to time, have a long or short positionin, and buy or sell the securities of the
subject company or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensationor act as a market maker in the
financial instruments of the subject company or act as an advisor or lender/borrower to the subject company or may have any aher potential conflict of interests
with respect to any recommendation and other related information and opinions.
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