\ Angel Broking

Nazara Technologies Ltd.

Nazara Technologies Ltd. is the leading India based diversified gaming and sports
media platform with presence in India and across emerging and developed global
markets such as Africa and North America, and offerings across the interactive
gaming, eSports and gamified early learning systems including World Cricket
Championship (WCC) and CarromClash in mobile games, Kiddopia in gamified
early learning, Nodwin and Sporiskeeda in eSports and eSports media, Halaplay
and Qunami in skill-based, fantasy and trivia games.

Positives: (a) Leadership position in a diversified and scalable business (b) Portfolio
of premium intellectual property and content across regions and businesses. (c)
Large and engaged community of users, with attractive monetization opportunities
(d) Successful inorganic growth through strategic acquisitions. (e) Profitable
platform model benefitting from India growth story with limited regulatory risk.

Investment concerns: (a) Company with global operations and subject to risks and
uncertainties of conducting business outside India. (b) Company success is tied to
the continued use of the internet and smartphones, and the reliability and
adequacy of online infrastructure in India and emerging markets and data pricing.
(c) Company may fail to compete effectively in the markets in which it operates (d)
Any inability to protect IP or any third-party claims in relation to infringement of
existing intellectual property rights or in the future could materially adversely affect
the business, reputation, financial condition, results of operations and cash flows..
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SUBSCRIBE

Issue Open: March 17, 2021
Issue Close: March 19, 2021

Face Value: Rs 4

Present Eq. Paid up Capital: Rs 12.2 cr

Offer for Sale: 0.53cr sh
Fresh issue: O cr sh
Post Eq. Paid up Capital: Rs 12.2cr

Issue size (amount): Rs 582-583cr

Price Band: Rs 1100-1101

Lot Size: 13 shares and in multiple thereafter

Post-issue mkt. cap: *Rs 3350 cr - **Rs 3353 cr

Promoters holding Pre-Issue: 23.0%

Promoters holding Post-Issue: 20.7%

*Calculated on lower price band

** Calculated on upper price band

Book Building

75% of issue
15% of issue

10% of issue

Outlook & Valuation: Nazara Technologies is present in the fast growing segment QIBs
of inferactive gaming, eSports and gamified early learning solutions. After posting Non-Institutional
a degrowth of 1.4% in FY2019 the company has posted strong revenue growth of Retail

45.9% in FY2020 to X247.5 cr. The company has already posted a revenue of

%200 cr. in H1FY2021. The company has been reporting losses as they have

Post Issue Shareholding Pattern

increased their spending significantly on advertising & promotion from FY2020 Por:::ers jZ;:Z
onwards which will help drive strong topline growth for the company. At current

levels the stock is trading at EV/Sales of 11.6xFY20 revenues and we recommend a

"SUBSCRIBE" rating to the IPO given strong growth potential for the company.

Key Financials

Y/E March % cr) FY2018 FY2019 FY2020

Net Sales 172.0 169.7 247.5

% chg - -1.4 45.9

Net Profit 2.6 18.0 -10.5 Jyoti Roy

% chg . 595.9 - +022 39357600, Exin: 6842
EBITDA (%) 28.3 9.6 -2.2 jyoti.roy@angelbroking.com
EPS (Rs) 0.4 2.4 9.5

P/E (x) 2,902.9 450.6 -115.8

P/BV (x) 7.7 6.9 5.2

ROE (%) 0.3 15 45

ROCE (%) 9.6 -0.7 -5.1

EV/EBITDA 59.8 176.8 -518.8

EV/Sales 16.9 17.0 11.6

Source: Company, Angel Research.
Note: Valuation ratios at upper price band.
Please refer to important disclosures at the end of this report 1
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Company background

Company was originally incorporated as  ‘Nazara.Com Private Limited’ on
December 8, 1999 at Mumbai, Maharashira, later on Company was changed to
Nazara Technologies Private Limited. Company provides interactive mobile
games, eSports content and gamified early learning apps which are enfertaining,
locally relevant and result in positive engagement and longer retention of users of
its platform. lis revenue model and profitability are on leveraging capabilities of in-
house content creation, game engine development, technology stack development,
its relationships with other participants in gaming ecosystems and skilled
leadership

Issue details

The issue comprises of offer for sale of upto 52,94,392 crore in the price band of
1100-1101.

Pre and post IPO shareholding pattern

No of shares (Pre-issue) % (Post-issue) %
Promoter 6,994,868 23.0% 6,302,968 20.7%
Public 23,457,968  77.0% 24,149,868  79.3%
Tofal 30,452,836 100.0% 30,452,836 100.0%

Source: Company, Angel Research & RHP.

Obijectives of the Offer

B To carry out the Offer for Sale of up to 4,965,476 Equity Shares by the
Selling Shareholders;

B achieve the benefits of listing the Equity Shares on the Stock Exchange

Key Management Personnel

Vikash Mittersain is the Chairman and Managing Director of the Company. He
has been associated as Director of the Company since its incorporation. He holds
a diploma in industrial electronics from Walchand College of Engineering, Sangli.
He has several years of experience in multiple business sectors. He is also the
founder and president of India Business Group (Chamber of Commerce).

Nitish Mittersain is the Joint Managing Director of the company. He holds a
bachelor of commerce degree from the University of Mumbai. He founded the
Company in 1999 and has been associated in the promotion of Company for the
last 20 years. He is also a trustee of the Dr. B. K. Goyal Heart Foundation and
India Business Group (Chamber of Commerce).

Nitish Mittersain is the Joint Managing Director of company. He holds a bachelor
of commerce degree from the University of Mumbai. He founded the Company in
1999 and has been associated in the promotion of the Company for the last 20
years. He is also a trustee of the Dr. B. K. Goyal Heart Foundation and India
Business Group (Chamber of Commerce).
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Exhibit 1: Consolidated Profit & Loss Statement
Y/E March R cr) FY18 FY19 FY20 6MFY21
Total operating income 172.0 169.7 247.5 200.5
% chg - -1.4 45.9 -
Total Expenditure 123.3 153.4 253.0 194.4
Content, event and web server 12.1 443 50.7 15.2
Advertising and promotion 42.8 27.2 132.9 119.6
Commission 3.2 3.1 7.1 22.3
Employee benefits 37.2 41.4 31.9 21.9
Others 28.0 37.3 30.5 154
EBITDA 48.7 16.3 -5.5 6.1
% chg - -66.4 - -
(% of Net Sales) 28.3 9.6 -2.2 3.0
Depreciation& Amortisation 8.2 19.5 26.9 18.7
EBIT 40.5 -3.2 -32.4 -12.6
% chg - - 913.3 -
(% of Net Sales) 23.5 -1.9 -13.1 -6.3
Finance costs 1.8 1.4 1.2 0.5
Other income 9.8 15.5 12.8 5.0
(% of Sales) 5.7 9.1 5.2 2.5
Recurring PBT 48.5 10.9 -20.8 -8.2
% chg - -77.6 - -
Exceptional item -35.7 - - -
Tax 11.8 4.2 5.8 1.9
PAT 1.0 6.7 -26.6 -10.1
% chg - 595.9 - -
(% of Net Sales) 0.6 4.0 -10.8 -5.0
Basic & Fully Diluted EPS (Rs) 0.4 2.4 -9.5 -3.5

Source: Company, Angel Research
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Consolidated Balance Sheet

Y/E March R cr) FY18 FY19 FY20 6MFY21
SOURCES OF FUNDS
Equity Share Capital 108 110 112 1.4
Other equity (Retained Earning) 341.0 396.1 4959 484.2
Non Controlling interest 35.3 32.3 83.0 75.7
Shareholders Funds 387.1 4394 590.1 571.3
Total Loans 0.0 - - -
Other liabilities 33.1 20.7 43.6 40.3
Total Liabilities 420.2 460.1 633.7 611.6
APPLICATION OF FUNDS
Property and equipment 1.6 1.5 2.3 2.0
Right-of-use assets 13.4 8.8 8.6 4.8
Goodwill 68.0 68.0 159.6 159.6
Other intangible assets 67.2 58.7 177.2 166.6
Intangible assets under development 0.6 0.7 6.3 2.4
Investments accounted for using the equity method 2.2 30.3 8.1 6.4
Current Assets 288.7 3144 379.7 427.1
Investments 86.8 84.0 36.7 24.3
Trade receivables 43.1 447 68.1 128.1
Cash and cash equivalents 88.6 53.3 72.1 81.1
Other bank balances 28.9 80.0 114.6 103.2
Loans 0.0 0.2 2.2 2.5
Other financial assets 34.1 42.7 63.6 54.8
Other current assets 7.2 9.6 22.5 33.2
Current Liability 50.5 54.5 143.2 187.1
Net Current Assets 238.2 2599 2365 240.1
Other Non Current Asset 29.0 32.1 35.0 29.8
Total Assets 420.2 460.1 633.7 611.6
Source: Company, Angel Research
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Exhibit 2: Consolidated Cash flows

Y/E March  cr) FY18 FY19 FY20 6MFY21
Operating profit before working capital changes 72.2 448 -3.3 12.5
Net changes in working capital -52.0 -10.9 8.2 -17.4
Cash generated from operations 20.2 33.9 4.9 -4.9
Direct taxes paid (net of refunds) -17.0 -14.7 -7 -1.7
Net cash flow (used in)/from operating activities (A) 32 192 -22 -6.6
Purchase of current investments -32.3 -254 -294 -2.0
Proceeds from redemption/maturity of cur investments 22.1 329 8246 15.3
Purchase of property, equipment and intangible assets -1.9 -5.9 -7.0 -1.0
Investment in bank deposits -55.8 -493 -27.3 -
Interest received on investments 4.0 3.5 3.8 1.7
Proceeds from sale of property and equipment 0.0 0.0 0.1 0.1
Others 457 -23.3 -13.9 4.9
Cash Flow from Investing (B) -18.3 -67.5 8.9 19.0
Repayment of lease liabilities 34 46 -56 -2.4
Interest on lease liabilities -1.2 -1.0 -0.8 -0.3
Proceed from issue of equity share capital 76.5 11.7 2.5 -
Repayment of short term loan availed -34.3 0.0 - -
Short term loan availed 30.0 - - -
Others -30.5  -0.1 7.2 0.5
Cash Flow from Financing 37.1 5.9 3.4 -2.2
Inc./(Dec.) in Cash 22.0 -42.3 10.1 10.2
Opening Cash balances 66.6 956 62.0 70.8
Closing Cash balances 88.6 533 72.1 81.1

Source: Company, Angel Research

March 16, 2021 5



\ Angel Broking

March 16, 2021

Nazara Technologies Ltd | IPO Note

Key Ratios

Y/E March FY18 FY19 FY20
Valuation Ratio (x)

P/E (on FDEPS) 2,902.9 450.6 (115.8)
P/CEPS 321.4 1152 11,5884
P/BV 7.7 6.9 5.2
EV/Sales 16.9 17.0 11.6
EV/EBITDA 59.8 176.8 (518.8)
Per Share Data (Rs)

EPS (Basic) 0.4 2.4 (9.5)
EPS (fully diluted) 0.4 2.4 (9.5)
Cash EPS 3.4 9.6 0.1
Book Value 143.5 159.9 210.8
Returns (%)

ROE 0.3 15 (4.5)
ROCE 9.6 (0.7) (5.1)
Turnover ratios (x)

Receivables (days) 91.4 96.2 100.4
Inventory (days) - - -
Payables (days) 107.2 117.3 211.1
Working capital cycle (days) (15.8) (21.7) (110.7)

Source: Company, Angel Research
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DISCLAIMER

Angel Broking Limited (hereinafter referred to as “Angel”) is a registered Member of National Stock Exchange of India Limited, Bombay
Stock Exchange Limited and Metropolitan Stock Exchange Limited. It is also registered as a Depository Participant with CDSL and
Portfolio Manager and investment advisor with SEBI. It also has registration with AMFI as a Mutual Fund Distributor. Angel Broking
Limited is a registered entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration
number INHO00000164. Angel or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for
accessing /dealing in securities Market. Angel or its associates/analyst has not received any compensation / managed or co-managed
public offering of securities of the company covered by Analyst during the past twelve months.

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should
make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the
companies referred fo in this document (including the merits and risks involved), and should consult their own advisors to determine
the merits and risks of such an investment.

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's
fundamentals. Investors are advised to refer the Fundamental and Technical Research Reports available on our website to evaluate the
contrary view, if any.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this
document is for general guidance only. Angel Broking Limited or any of its affiliates/ group companies shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report.
Angel Broking Limited has not independently verified all the information contained within this document. Accordingly, we cannot festify,
nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. While
Angel Broking Limited endeavors to update on a reasonable basis the information discussed in this material, there may be regulatory,
compliance, or other reasons that prevent us from doing so.

This document is being supplied to you solely for your information, and its confents, information or data may not be reproduced,
redistributed or passed on, directly or indirectly.

Neither Angel Broking Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from or in
connection with the use of this information.
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