Q3FY25 Result Update

Awfis Space Solutions

Scaling profitably with consistent execution

Awfis Space Solutions (AWFIS) reported revenue grew a strong 44% YoY to INR318cr led by a
52%/35% growth in the rental/design and build (D&B) segment. Growth in the rental segment
was driven by a 52% YoY growth in operational inventory and 73% occupancy. Average
monthly realisation per seat stood flat YoY. EBITDA (excluding Ind AS 116) grew 114% YoY to
INR45cr, with margin expanding by 402bp to 14.2% on strong occupancy, operating leverage
benefits, and greater revenue share from long tenure clients. Reported EBITDA grew 59% YoY
to INR107cr. RPAT (excluding exceptional items) scaled up to INR14cr as against a net loss of
INR6cr in Q3FY24. Sequentially, revenue grew 9% on a 10%/1% growth in seat inventory/
realisation while occupancy was flat.

With 38,933 seats under fitout and in the Lol stage, we expect it to comfortably reach 1.35lk
operational seats by FY25-end. Thereon, we see it adding 30,000-40,000 seats annually to
capture the growing demand and expand its market share. Over FY24-27, we see the rental
space clocking 37.8% revenue CAGR to INR1,619cr on sharp inventory additions, a 6% annual
price hike, and steady occupancy. Strong demand and a marginal increase in market share will
enable the D&B segment to clock 46% revenue CAGR over FY25-27 to INR692cr. We expect an
EBITDA/ PAT CAGR of 39%/103.5% over FY25-27. We value the rental segment using DCF and
D&B at 13x FY26E EV/EBITDA to arrive at our SoTP-based TP of INR1,004. Maintain ‘BUY’.

Robust growth with a strong rental and D&B performance

Revenue grew 44% YoY on a 52%/35% growth in the rental/D&B segment (INR243cr/INR73cr).
Growth in the rental segment was led by: i) a 52% YoY growth in operational inventory to 121,732
seats, and ii) 73% occupancy on rising demand. Competitive positioning and timely execution
drove growth in D&B. Higher occupancy and operating leverage benefits led to a 402bp YoY
expansion in EBITDA margin (excluding Ind AS 116) to 14.2%. RPAT, at INR15cr, included an
exceptional gain of INR1lcr. Excluding the one-off, APAT stood at INR14cr against a net loss of
INR6cr in Q3FY24. Sequentially, EBITDA grew 7% while margin fell by 47bp.

Accelerates asset-light expansion, enters Tier Il markets

With 20,965 seats under fitouts and 17,968 seats signed for, we see AWFIS closing FY25 with an
inventory of 1.35lk seats. It expanded into Lucknow, a Tier Il market, in Q3FY25. To capture the
strong demand, it will add 30,000—40,000 seats annually. This addition will be aided by healthy
cash flows (cumulative net OCF of “~INR950cr over FY25-27E), its asset-light expansion strategy,
and a robust Balance Sheet (net cash of INR175cr). By FY27-end, we expect inventory to cross
2lk seats. We see 65% of these additions occurring under the managed aggregation model where
the landlord shares 40—80% of capex with AWFIS for a profit share in the centre. Overall, we see
the company incurring INR130-150cr annually on capex to support this expansion.

Expect EBITDA/PAT CAGR of 39%/103.5% over FY25-27

Led by a robust inventory growth and 6% CAGR in the seat rate, we see the rental segment
clocking 37.8% revenue CAGR to INR1,619cr. Growth in seat rentals will be aided by the
introduction of super-premium brand Elite. The D&B space is set to deliver 50% revenue CAGR
over FY24-27 to INR692cr on a 1% rise in market share from 0.5% at present. We expect a
revenue/EBITDA/PAT CAGR (Ind AS 116) of 34.3%/39%/103.5% over FY25-27 to
INR2,336¢r/INR790cr/ INR295cr

Maintain ‘BUY’ with a SoTP-based TP of INR1,004

We are bullish on AWFIS’ long-term growth prospects given the: i) favourable demand-supply
gap, ii) strong inventory additions, iii) improving occupancy, iv) capital-light growth, and v)
robust Balance Sheet. We remain confident in the management’s ability to deliver profitable
growth. At the CMP, the stock trades at a FY27E P/E of 14.9x. Maintain ‘BUY’.

Key financials

Year to March FY23 FY24 FY25E FY26E FY27E
Revenue 545 849 1,296 1,788 2,336
EBITDA 156 245 409 584 790
PAT (47) (18) 71 150 295
ROACE (%) 1.1 6 11.7 16.2 19.3
ROAE (%) (35.3) (8.3) 12.6 26.2 37.1
Net debt-to-equity ratio 0 0.1 (0.1) (0.2) (0.4)
EV/EBITDA ratio (x) 292.1 64.2 29.9 17.9 11.1
P/E ratio (x) (78.9) (229.4) 41.1 23.8 14.9

~’ huvama

professional clients group

CMP: INR640

Rating: BUY

Target price: INR1,004
Upside: 57%

Date: February 17, 2025

Bloomberg: AWFIS.IN

52-week range (INR): 371/945
M-cap (INR cr): 4,533
Promoter holding (%) 20.4
250
200
T 150
)
2 100
50
0
< < < < < < < < n
T 5 3 ¥ § 8 3 3 &
s = - I o o = a -

— SENSEX Awfis

Amit Agarwal
agarwal.amit@nuvama.com

Akhil Lalchandani
akhil.lalchandani@nuvama.com

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.




Q3FY25 Result Update

. : A huvamada
AWflS Space SO|utI0nS professional clients group

Scaling Profitably with Consistent Execution

Quarterly Income Statement

Particulars Q3FY25 Q3FY24 YoY (%) Q2FY25 QoQ (%)
Income from operations 318 221 44 292

Subcontracting cost 60 45 34 56

Purchases 11 8 45 10 12
Changes in inventory - - - - -
Employee cost 28 37 (24) 39 (29)
Other expenses 111 64 75 87 28
Total operating expenses 210 153 37 192 9
EBITDA 107 67 59 100

Depreciation and amortisation 72 54 34 65 11
EBIT 35 14 157 35 0
Interest expenses 35 25 38 30 15
Other income 14 5 168 10 44
Profit before tax 14 (6) 327 15 (2)
Provision for tax - - - - -
Profit after tax 14 (6) 327 15 (2)
Exceptional item 1 - - 24 -
Reported profit after tax 15 (6) 988 38.6 (61)
Adjusted EPS 2.13 (0.96) 890 5.45 (61)
EBITDA margin (%) 33.8 30.6 34.2

PAT margin (%) 4.8 (2.9) 13.2

Segmental analysis

Year to March Q3FY25 Q3FY24 YoY (%) Q2FY25 QoQ (%) 9MFY25 9MFY24 YoY (%)

Revenue (INR cr)

- Rental services 243 160 52 218 11 647 451 43
As a percentage of total revenue 76 73 75 75 73

-D&B 73 54 35 68 7 208 147 41
As a percentage of total revenue 23 24 23 24 24

- Others 2 7 (74) 6 (73) 14 18 (21)
As a percentage of total revenue 1 3 2 2 3

EBIT (INR cr)

- Rental services 16.6 2.3 613 14.4 15 31.9 53 501
As a percentage of total EBIT 78 113 69 66 n.m.

-D&B 53 25 114 6.5 (19) 18.6 5 273
As a percentage of total EBIT 25 119 31 38 n.m.

- Others (0.6) (2.7) n.m. (0.1) n.m. (2.2) (10.4) n.m.
As a percentage of total EBIT 3) (132) (0) (5) n.m.

EBIT (%)

- Rental services 7 1 7 5 1

- D&B 7 5 10 9 3

- Others (36) (41) (2) (16) (60)

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Key takeaways from the management interaction

e The focus is on Tier Il cities like Indore, Jaipur, and Lucknow given the strong growth, innovation, and investment potential in
these regions. The management expects these centres to drive startup and business expansion in emerging markets.

o AWFIS has partnered with real estate developers to co-develop flexible office spaces in Grade A commercial buildings.

e The construction and fitout segment is expected to grow by ~30% YoY in Q4FY25, in line with the management’s guidance. In
Q3FY25, this segment contributed 23% to total revenue, while ~77% accrued from the rental business. A similar revenue split
is expected in Q4FY25, reinforcing the segment's stable growth trajectory.

e Employee expenses fell in Q3FY25 due to outsourcing of Awfis Care. As higher housekeeping and security costs offset the
reduction, the overall cost impact was neutral. Since this accounting shift will continue, its cost structure will be in line with
net revenue.

e AWFIS divested its facility management business, Awfis Care, for INR27.5cr via a slump sale to focus on its core operations. It
received ~INR25cr/INR1.5cr in Q2/Q3 (recognised as an exceptional item), with the final remaining amount is expected in
Q4FY25. The transaction is set to close in Q4FY25 on meeting pending business transfer agreement (BTA) milestones.

¢ India’s office leasing hit 77msf, with co-working at 20-25%. AWFIS leads with over 200 centres, an asset-light model (65%
profit-sharing), diverse offerings (Awfis/Gold and Elite: 85%/15%), strong enterprise focus (large clients account for 55%), and
high RoCE (~75%), while scaling managed aggregation (MA) and enhancing capital efficiency by divesting Awfis Care.

e The D&B segment is gaining traction as enterprises seek customised office solutions, strengthening AWFIS’ full-service
workspace positioning. With rising demand from mid-to-large enterprises, D&B enhances revenue, deepens client ties, and
complements its core flexible workspace offerings.

e New centres are expected to reach ~85% occupancy within 9-10 months.

e The management explained that rental rates depend on micro-market factors like city, location, and market trends, and there
is not much pricing difference between MA and straight lease (SL) models.

e |t expects healthy occupancy driven by balanced supply additions, demand velocity, and lower churn rates.

e Around 85%/10-15% of business accrues from Tier I/Il cities. The management said some Tier Il cities now have rental rates
comparable to Tier | cities. It expects overall seat realisation to stay stable despite expansion.

e Blended capex cost per seat stands ~INR54,000. The MA model requires a lower capex per seat whereas SL needs a relatively
higher capex. The portfolio mix stands ~60% MA and ~40% SL. RoCE of more than 70% is due to its asset-light MA model.

e SMEs and startups continue to fuel demand, with a ~25% growth in new clients.

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Key operational highlights

Year to March Q3FY25
Operational seats 1,21,732
Average monthly realisation (INR) 6,554
Occupancy (%) 73
Average seat rate (INR) 9,115
Financials excluding Ind AS 116

Revenue (INR cr) 866
EBITDA (INR cr) 45
EBITDA margin (%) 5
PAT (INR cr) 30
PAT margin (%) 3
Client mix (%)

Corporates 66
SMEs 20
Startups 13
Freelancers 1
Seat cohort mix (%)

Over 100 seats 58
51-100 seats 26
1-50 seats 16

Q3FY24 YoY (%) Q2FY25
79,946 52 1,10,178
6,671 0 6,595
NA 73

NA 9,035
613 292

21 114 42

3 14

9 233 27

1 9

n.a. 66
n.a. 20
n.a. 13
n.a. 1
n.a. 57
n.a. 26
n.a. 17
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Valuation

We value AWFIS using the sum of the parts (SoTP) valuation methodology. The rental segment is valued using DCF given the
visibility and predictability of cash flows. We value the D&B segment using relative valuation, assigning a target EV/EBITDA
multiple of 13x (the business is growing at 50% CAGR).

Particulars Value (INR cr) Per share (INR) EH
Commercial rental — MA model 2,222 314 DCF (FY26E)
Commercial rental — SL model 3,757 530 DCF (FY26E)
Gross asset value — rental division 5,979 844
Fitout 1,006 142 13x FY26E EBITDA
Implied GAV 6,985 986
Net debt (127) (18)
Fair value 7,111 1,004
Current market capitalisation 5,361 640
Upside (%) 57

Key assumptions

Particulars (%)
WACC 9.8

- Cost of debt 9.5

- Cost of equity 9
Terminal growth rate 4
Tax rate 0
Average ARR growth in rental services 6
Cost inflation 5
Other cost (marketing) 2

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Financials

Income Statement (INR cr)
Year to March FY24 FY25E FY26E FY27E
Income from operations 849 1,296 1,788 2,336
Cost of units sold 196 307 454 633
Employee cost 136 180 225 268
Other expenses 272 400 525 645
Total operating expenses 603 887 1,204 1,546
EBITDA 245 409 584 790
Depreciation and amortisation 196 262 314 364
EBIT 49 147 270 426
Interest expenses 93 125 145 157
Otherincome 26 26 26 26
Exceptionalitem - 24 - -
Profit before tax (18) 71 150 295
Provision for tax - - - -
Profit after tax (18) 71 150 295
Adjusted EPS (3) 10 21 42
Common size metrics as a percentage of net revenue

Year to March FY24 FY25E FY26E FY27E
Operating expense 71 68 67 66
Depreciation 23 20 18 16
Interest expenditure 11 10 8 7
EBITDA margin 29 32 33 34
Net profit margin (2) 4 8 13
Growth metrics (%)

Year to March FY24 FY25E FY26E FY27E
Revenue 56 53 38 31
EBITDA 58 67 43 35
PBT n.m. 369 217 97
Net profit n.m. 369 217 97
EPS n.m. 369 217 97

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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Balance Sheet (INR cr)
As of March 31 FY27E
Equity share capital 19 71 71 71
Reserves and surplus 232 428 579 874
Shareholders’ funds 251 499 649 944
Total debt 32 52 48 55
Other long-term liabilities 797 1,055 1,215 1,306
Sources of funds 1,081 1,606 1,912 2,305
Net block 336 569 646 693
Capital work in progress 9 9 9 9
Total fixed assets 345 577 655 701
Investments = = = =
Inventories 0 0 0 0
Sundry debtors 75 114 157 205
Cash and equivalents 5 81 175 442
Loans and advances 217 250 287 330
Total current assets 297 444 618 977
Sundry creditors and others 314 475 655 856
Provisions 3 3 3 3
Total current liabilities and provisions 317 478 658 859
Net current assets (20) (34) (40) 118
Other assets 756 1,062 1,297 1,485
Uses of funds 1,081 1,606 1,912 2,305
Ratios

Year to March FY24 FY25E FY26E FY27E
ROAE (%) (8.3) 12.6 26.2 37.1
RoOACE (%) 6 11.7 16.2 19.3
Receivable days 32 32 32 32
Inventory days 0 0 0 0
Payable days 56 55 55 55
Cash conversion cycle (days) (24) (23) (23) (23)
Debt/equity ratio 0.1 0.1 0.1 0.1
Debt/EBITDA ratio 0.5 0.3 0.2 0.1
Adjusted debt/equity ratio 0.1 (0.1) (0.2) (0.4)

Valuation parameters

Year to March FY24 FY25E FY26E FY27E
Diluted EPS (INR) (2.8) 10.07 21.22 41.7
Diluted P/E ratio (x) n.m. 41.1 23.8 14.9
Price/BV ratio (x) 18.0 9.1 7.0 4.8
EV/EBITDA ratio (x) 64.21 29.90 17.87 11.07

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group.
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above; and (v) the name and address of Nuvama Group’s agent for service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario
MS5J 2T3 Canada. The content of the website must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person. This communication
must not be acted on or relied on by persons who are not PERMITTED CLIENTS. Any investment or investment activity to which this communication relates is available only to relevant
persons and will be engaged in only with relevant persons. Any person who is not a PERMITTED CLIENTS should not act or rely on this communication or any of its contents.

Disclaimer for UAE Persons

The content of the website is INTENDED SOLELY TO PROVIDE INFORMATION TO THE INSTITUTIONAL QUALIFIED INVESTORS ONLY AND IS NOT MEANT FOR RETAIL INVESTORS. Further,
the information in this document does not constitute a public offer of securities in the United Arab Emirates and is not intended to be a public offer. The website has not been approved
by or filed with the Central Bank of the United Arab Emirates, the Securities and Commodities Authority of the United Arab Emirates or the Dubai Financial Services Authority. The
content of the website must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person. The website must not be acted on or relied
on by persons who are not INSTITUTIONAL QUALIFIED INVESTORS. Any investment or investment activity to which this communication relates is available only to relevant persons and
will be engaged in only with relevant persons. Any person who is not a INSTITUTIONAL QUALIFIED INVESTORS should not act or rely on this communication or any of its contents. The
content of the website must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other person. The website must not be acted on or relied
on by persons who are not relevant persons. Any investment or investment activity to which this communication relates is available only to relevant persons and will be engaged in
only with relevant persons. Any person who is not a relevant person should not act or rely on this communication or any of its contents.

Nuvama Group has two independent equity research groups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group. 10
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Disclaimer for Australia Persons

Any information set out on the website is only intended for persons who are “Professional Investors” as described in Section 761(G) of the Corporations Act 2001 (as amended). It is
not intended to for any other class of persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who would be classified as
Retail Clients. All information on the website is general information only and is not to be considered any form of advice (whether investment or otherwise) or a recommendation,
solicitation, or an offer to purchase or sell investments or related financial products or any financial services. The receiver of the website should make their own decisions based upon
their own financial objectives and financial resources and, if in any doubt, should seek advice from an appropriate independent advisor. Nuvama and its group companies does not hold
an Australian Financial Services License and is not licensed in Australia to provide financial product advice or services and is relying on “limited connection relief exemption” when
dealing with “Professional Investors” (Wholesale client category) in Australia.

Disclaimer for Singapore Persons

The content of the website IS INTENDED SOLELY TO PROVIDE INFORMATION ONLY TO THE INSTITUTIONAL OR ACCREDITED INVESTORS ONLY AND IS NOT MEANT FOR RETAIL INVESTORS
AS DEFINED UNDER THE SECURITIES AND FUTURES ACT “SFA”. If you are not the intended recipient you must not copy, distribute, or take any action or place reliance on it. If you have
received this communication by error, please notify the sender immediately. Any such information contained or discussed in the document is subject to change and Nuvama and its
group companies shall not have any responsibility to maintain the information made available or to supply any correction therewith. In no event will Nuvama and its group companies
be liable for any special direct or indirect or consequential damages which may be incurred from the use of the information made available, even if it has been advised of the possibility
of such damages. The company and its employees mentioned in these communications cannot be held liable for any error’s inaccuracies and/or omission howsoever caused. Any
opinion or advice if any herein is made on a general basis and is subject to change without notice. The information provided in this document may contain optimistic statements
regarding future events or future financial performance of countries, markets, or companies. You must make your own financial assessment of the relevance, accuracy and adequacy
of the information provided if any in this document. This document has not been reviewed by the Monetary Authority of Singapore “MAS”.

Additional Marketing Disclaimer for all other International Jurisdiction:

The content of this website is restricted in certain jurisdictions and does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase
or subscribe for, by anyone in any jurisdiction in which such an offer or solicitation is not authorised or may not lawfully be made (without compliance with any registration or other
legal requirements) or in which the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer in any jurisdiction. The
above information is for general guidance only, it is the responsibility of receivers to inform themselves as to any income or other tax consequences arising in the jurisdictions in which
they are resident or domiciled or have any other presence for tax purposes, as well as any foreign exchange or other fiscal, or legal or regulatory restrictions which are relevant to their
particular circumstances in connection with the acquisition, holding or disposal of any securities if any mentioned in this document. This document is strictly private and confidential
and may not be reproduced or use for any other purpose and not be provided to any person other than the recipient thereof. If you are not the intended recipient you must not copy,
distribute, or take any action or place reliance on it. If you have received this communication by error, please notify the sender immediately. Any such information contained or discussed
on the website is subject to change and Nuvama Group or any of its Directors, Employees, agents or representatives shall not have any responsibility to maintain the information made
available or to supply any correction therewith. In no event will Nuvama Group or any of its Directors, Employees, agents or representatives, be liable for any special direct or indirect
or consequential damages which may be incurred from the use of the information made available, even if it has been advised of the possibility of such damages. The company and its
employees mentioned in these communications cannot be held liable for any error’s inaccuracies and/or omission howsoever caused. Any opinion or advice herein is made on a general
basis and is subject to change without notice. The information provided in this website may contain optimistic statements regarding future events or future financial performance of
countries, markets, or companies. You must make your own financial assessment of the relevance, accuracy and adequacy of the information provided therein.

INVESTMENT IN SECURITIES MARKET ARE SUBJECT TO MARKET RISKS. READ ALL THE RELATED DOCUMENTS CAREFULLY BEFORE
INVESTING.

Nuvama Group has two independent equity resear oups: Institutional Equities and Professional Clients Group. This report has been prepared by the Professional Clients Group. 11




		2025-02-17T15:13:32+0530
	SANDEEP ASHOK RAINA




