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EI HDFC securities BLS International Services Ltd.

Industry Recommendation Add on dips to Time Horizon
IT Processing Buy at CMP ( Upto 200 ) and add on Dips Rs. 170 4 Quarters

BLS International Services Ltd. (BLS) is a specialist provider for outsourcing visa, passport and attestation services
to governments across the world. It is globally the second largest visa processing player (after VFS Global). The

HDFC Scrip Code BLSINT company manages all administrative and on-judgmental tasks related to the entire life cycle of a visa application

BSE Code 540073 process. The company has operations in 51 countries, and processes visas for countries like Spain, UAE, Russia

NSE Code BLS and China. It has processed ~18mn applications over the last 12 years and currently processes around 3 million
application annually.

Bloomberg BLSIN

CMP as on 28 Jul'l7 195 We recommend BLS International BUY at CMP of Rs. 195 and add on dip of Rs. 170 for the Target of Rs. 239.

Equity Capital (Rs mn) 102.5

Face Value (Rs) 1.00 Investment Rationale:

Equity O/S (mn) 102.5 i i i

Market Cap (Rs mn) 19998 Niche services provider

Book Value (Rs) 16 The visa application outsourcing market is a niche and young, with few specialised players. In very short run it has

Avg. 52 Week Vol 74151 witnessed significant change. Visa applications are largely processed in-house, with only 30% being outsourced.

52 Week High 221.5 The rise in global travel outsourcing is going to continue, and will provide huge opportunities for companies like

B2 Week Low 88.2 BLS. The main competitors of BLS (second largest) is VFS Global (leading with ~50%+ market share). Other

players are TLS Contact and Cox & Kings Global Services. These players are largely focussed on the domestic
market, and have not aggressively bid for global tenders.

Shareholding Pattern (%)
Promoters 74.24
Institutions 0.01 Punjab e-Governance project: Gathering steam
Non Institutions 25.75
In Mar-16, BLS won a five-year e-Governance project in Punjab for providing 223 citizen services through 2,147
: centres or ‘Seva Kendras’ along with manpower and IT infrastructure. BLS aims to earn ~Rs 85 each from ~29mn
M applications, at an est. EBITDA margin of 27% in FY18E. Total revenue scope is Rs 14.9bn over five-years.
* Refer Rating explanation The Punjab e-governance win is a step towards harnessing the tremendous opportunity offered by the Digital India

campaign. This is a first-of-its-kind project in India, and several other states such as Haryana, Delhi and Orissa

B Sieitele are looking to replicate this model.

nishaben.shankhala@hdfcsec.com
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EI HDFC securities BLS International Services Ltd.

Spanish visa processing contract: Huge opportunity
Spain is the 3rd most travelled country globally by number of arrivals in 2015.

In Dec-16, BLS won a €175mn (~Rs 13bn) Spanish visa processing contract, spread over five years. It is the first Indian company to bag a
Schengen visa contract. BLS expects to process ~2mn Spanish visas annually, at ~€18.5 per visa (~Rs 1,330) for travellers from 48 countries.
Five major foreign mission tenders for ~8.6mn visas p.a. are likely to be bided in FY18-19.

Spain is an important travel destination, and success of the Spanish contract will help the company to win other upcoming European contracts.

Win from Afghanistan Embassy to support growth

> Recently in June-17, BLS won a contract from the Embassy of Afghanistan in U.A.E. This contract is related to digitisation of existing
passports of Afghanistan citizens in five gulf countries, i.e. UAE, Kuwait, Oman, Bahrain and Qatar.

> BLS will open eight visa application centres to support the Embassy of Afghanistan in the passport upgradation process.

» The company expects ~200,000 to 300,000 applications, and will charge a facilitation fee of ~Rs 800-900/passport.

Asset-light Business model

BLS reported healthy revenue growth of 25.7% (Rs 6.35bn) with EBITDA margin expansion of 570bps (13.0%) making excellent PAT growth of
62% in FY17.

BLS’ revenue/EBITDA grew at a healthy CAGR of 40/52% over FY14-17. Niche focus, strong execution and an asset-light model resulted in a
healthy RoE of 35% in FY17. We expect revenue/PAT to grow at a CAGR of 36/45% over FY17-19E, led by the Spanish visa contract and Punjab
e-governance project. Fresh contract wins in both segments of the business are likely to act as triggers for the stock.
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Risk & Concerns:

» Major economic slowdown leading to reduction in global travel.
» Increased adoption of e-visas globally.

» Execution risk for Punjab e-governance project.

View & Valuation:

Five major foreign mission tenders for ~8.6mn visas per annum are likely to be up for bidding in FY18-19. After the successful win for Spanish
Visa processing contract, we believe company is well poised to participate and win such large contracts. The company has won lucrative e-
Governance five-year contract in the Indian state of Punjab. Many more states are looking to implement such e-governance projects. We expect
revenue/PAT to grow at a CAGR of 36/45% over FY17-19E, led by the Spanish visa contract and Punjab e-governance project. Fresh contract
wins in both segments of the business are likely to act as triggers for the stock.

Niche focus, strong order execution, asset-light business model and sustainable growth puts Company in to strong BUY. We recommend BLS
International BUY at CMP of Rs. 195 and add on dip of Rs. 170 for the Target of Rs. 239.
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Trend Of Total No Of Applications Processed
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and Punjab E-Governance Contract Wins Wins
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PAT And PAT Growth Asset-light model resulted in a healthy return
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Key Assumptions & Summary

BLS International Services Ltd.

FY15 FY16 FY17E FY18E FY19E
Visa Processing (ex- Spain)
No of Visa applications (mn) 1.61 1.52 1.57 1.64 1.73
Growth YoY% -21.1% -5.4% 2.8% 5.0% 5.0%
Realisation/Application (Rs) 2,793 3,313 3,370 3,471 3,575
Growth YoY% 47.8% 18.6% 1.7% 3.0% 3.0%
Revenue (Rs mn) 4,500 5,050 5,279 5,709 6,174
Growth YoY% 16.7% 12.2% 4.5% 8.1% 8.2%
Spain Visa Processing
No of Visa applications (mn) 1.90 2.00
Growth YoY% 5.0%
Realisation/Application (Rs) 1,332 1,399
Growth YoY% 5.0%
Revenue (Rs mn) 2,531 2,790
Growth YoY% 10.3%
EBITDA 506 583
EBITDA Margin % 20.0% 20.9%
Total Visa Processing Business (Old + Spain)
No of Visa applications (mn) 1.61 1.52 1.57 3.54 3.72
Growth YoY% -21.1% -5.4% 2.8% 126.3% 5.0%
Realisation/Application (Rs) 2,793 3,313 3,370 2,325 2,409
Growth YoY% 47.8% 18.6% 1.7% -31.0% 3.6%
Revenue (Rs mn) 4,500 5,050 5,279 8,240 8,965
Growth YoY% 16.7% 12.2% 4.5% 56.1% 8.8%
EBITDA 287 367 529 849 954
EBITDA Margin % 6.4% 7.3% 10.0% 10.3% 10.6%
Punjab e-Governance Project
No of Applications (mn) 12.3 29.1 30.6
Growth YoY% 136.1% 5.0%
Realisation/Application (Rs) 87 85 91
Growth YoY% -1.8% 7.0%
Revenue (Rs mn) 1,071 2,483 2,791
Growth YoY% 131.9% 12.4%
EBITDA 295 670 779
EBITDA Margin % 27.6% 27.0% 27.9%
Total Revenue 4,500 5,050 6,350 10,723 11,755
Growth YoY% 16.7% 12.2% 25.7% 68.9% 9.6%
Total EBITDA 287 367 824 1,519 1,733
EBITDA Margin % 6.4% 7.3% 13.0% 14.2% 14.7%
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Income Statement (Consolidated)

BLS International Services Ltd.

Balance Sheet (Consolidated)

YE March (Rs mn) FY15 FY16\ FY17  FY18E FY19E\ YE March (Rs mn) FY15 FY16  FY17 FY18E FY19E
Net Revenues 4,500/ 5,050/ 6,350 10,723| 11,755/ |SOURCES OF FUNDS
Growth (%) 16.7 12.2 25.7 68.9 9.6 Share Capital - Equity 102 102 102 102 102
Cost of services 3,676| 4,132| 4,303| 4,994| 5,405 |Reserves 733| 1,085 1,543| 2,445| 3,461
Employee Benefit 351 329 417| 2,188| 2,391 Total Shareholders’ Funds 835| 1,187 1,645| 2,548, 3,563
Other Expenses 185 221 805 2,022| 2,227| [Minority Interest 1 1 1 1 1
EBITDA 287 367 824| 1519 1,733| |TotalDebt 56 41 838| 1,050/ 1,050
EBITDA Margin (%) 6.4 73| 130 142 147 |NetDeferred Taxes 0 -4 0 0 0
EBITDA Growth (%) 169 27.8| 1243 844 14.1| |-ongTerm Provisions& Others 19 Al 25| INNZC) NNZ0
Depreciation o1 o 60 208 365| | TOTAL SOURCES OF FUNDS 902| 1,237| 2,511 3,626 4,641
EBIT 236 312 56a| 1211 1368 |APPLICATION OF FUNDS
! ’ Net Block 242 242 784 963| 1,041
Other Income (Including EO Items) 4 5 23 27 31 CWIP 0 0 0 0 0
IETEET! 1 . 2 £ 81| [lnvestments 17 17| 305| 305| 305
PBT 239 314 532 1,157 1,318 LT Loans & Advances 141 175 6 11 12
Tax (Incl Deferred) 3 5 32 168 206|  |Total Non-current Assets 401| 434| 1,005 1,279] 1,358
Minority Interest (0) 0 0 0 0 Inventories 0 0 0 0 0
RPAT 236 309 500 989| 1,112| |pebtors 59 22 597| 1,028| 1,288
EO (Loss) / Profit (Net Of Tax) 0 0 0 0 0 Other Current Assets 416 486 611 925| 1,035
APAT 236 309 499 989| 1,112| |Cash & Equivalents 159 426 665 1,179 1,820
APAT Growth (%) 15.3 30.8 61.7 98.1 12.5| |Total Current Assets 633 934| 1,873| 3,133 4,143
Adjusted EPS (Rs) 2.3 3.0 4.9 9.7 10.9| |Creditors 74 68 130 228 248
EPS Growth (%) 15.3 31.0 61.7 98.0 12.5 Other Current Liabilities & Provns 58 63 326 558 611
Total Current Liabilities 132 131 457 786 860
Source: Company, HDFC sec Research Net Current Assets 501 803| 1,416\ 2,347| 3,284
TOTAL APPLICATION OF FUNDS 902| 1,237 2,511| 3,626 4,641

Source: Company, HDFC sec Research
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Cash Flow Statement (Consolidated)

YE March (Rs mn)

FY15

FY16‘

BLS International Services Ltd.

FY17

FY18E

FY19E‘

Key Ratios

FY15

FY16

FY17

FY18E

FY19E

Reported PBT 239 314 532| 1,157| 1,318| |PROFITABILITY (%)
Non-operating & EO items (4) (5) (23) (27) (31)| |[GPM 18.3 18.2 32.2 53.4 54.0
Interest expenses 1 3 55 81 81 EBITDA Margin 6.4 7.3 13.0 14.2 14.7
Depreciation 51 55|  260]  308] 365 |APAT Margin >-2 6.1 7.9 9:2 9.5
Working Capital Change (167) @) 277 (#22)] (297 |ReE 334/ 305] 352] 472 364
E— ©) @) 32 (168)] (206) RolC (or Core RoCE) 37.3 39.6 39.9 48.2 43.8
OPERATING CASH FLOW (a) 114 317 515 930 1,230 RoCE 31.8 292 294 34.5 28.6
EFFICIENCY
Capex (72) (55) (802) (486) (442)
Tax Rate (%) 1.4 1.5 6.0 14.5 15.6
Free cash flow (FCF) 42 262 (287) 443 788 | | R 124] 121 5.2 6.3 55
Investments (46) (25) (201) 0 0 inventory (days) 0 0 0 0 0
Non-operating Income 4 5 23 27 31 Debtors (days) 5 2 34 35 40
INVESTING CASH FLOW (b ) (114) (75)|  (980)|  (460)|  (412)| [Other Current Assets (days) 34 35 35 32 32
Debt Issuance/(Repaid) 56 (15) 797 212 0| |Payables (days) 6 5 9 9 9
Interest Expenses (1) (3) (55) (81) (81)| |other Current Liab & Provns (days) 5 5 19 19 19
FCFE 98 244 455 574 707| |Cash Conversion Cycle (days) 27 27 42 38 44
Share Capital Issuance 0 0 0 0 0| |Debt/EBITDA (x) 0.2 0.1 1.0 0.7 0.6
Dividend 0 0 (42) (86) (97)| |Net D/E (x) (0.1) (0.3) 0.1 (0.1) (0.2)
FINANCING CASH FLOW (c) 55 (18) 700 45| (178)| |Interest Coverage (x) 269 91 10 15 17
NET CASH FLOW (a+b+c) 55 224 235 514 641| |PER SHARE DATA (Rs)
EO Items, Others 24 44 (4) 0 o| [EPS 23 3.0 4.9 9.7 10.9
Closing Cash & Equivalents 159|  426| 665 1,179] 1,820| |CEPS G S0 2 T
Dividend 0 0 0 1 1
Source: Company, HDFC sec Research Book Value 8 12 16 25 35
VALUATION
P/E () 82.6 63.3 38.8 19.6 17.4
P/BV (x) 23.8 15.8 11.9 7.6 5.4
EV/EBITDA (x) 64.2 49.5 22.7 12.1 10.3
EV/Revenues (x) 41 3.6 3.0 1.7 1.5
OCF/EV (%) 0.6 1.7 2.7 5.0 6.9
FCF/EV (%) 0.2 1.4 -1.5 2.4 4.4
FCFE/Mkt Cap (%) 0.5 1.3 2.5 3.1 3.8
Dividend Yield (%) 0.0 0.0 0.2 0.4 0.4

Source: Company, HDFC sec Research
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BLS International Services Ltd.

Rating Chart

E

T

U MEDIUM
R

N LOW

LOW MEDIUM HIGH
RISK
Ratings Explanation:
RATING Risk - Return BEAR CASE BASE CASE BULL CASE

LOW RISK - LOW
RETURN STOCKS

IF RISKS MANIFEST
PRICE CAN FALL
20% OR MORE

IF RISKS MANIFEST
PRICE CAN FALL 15%
& IF INVESTMENT
RATIONALE
FRUCTFIES PRICE
CAN RISE BY 15%

IF INVESTMENT
RATIONALE
FRUCTFIES PRICE
CAN RISE BY 20% OR
MORE

YELLOW

MEDIUM RISK -
HIGH RETURN
STOCKS

IF RISKS MANIFEST
PRICE CAN FALL
35% OR MORE

IF RISKS MANIFEST
PRICE CAN FALL 20%
& IF INVESTMENT
RATIONALE
FRUCTFIES PRICE
CAN RISE BY 30%

IF INVESTMENT
RATIONALE
FRUCTFIES PRICE
CAN RISE BY 35% OR
MORE

HIGH RISK - HIGH
RETURN STOCKS

IF RISKS MANIFEST
PRICE CAN FALL
50% OR MORE

IF RISKS MANIFEST
PRICE CAN FALL 30%
& IF INVESTMENT
RATIONALE
FRUCTFIES PRICE
CAN RISE BY 30%

IF INVESTMENT
RATIONALE
FRUCTFIES PRICE
CAN RISE BY 50%
OR MORE
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Rating Definition:

Buy: Stock is expected to gain by 10% or more in the next 1 Year.

Sell: Stock is expected to decline by 10% or more in the next 1 Year.
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Disclosure:

I, Nisha Sankhala, MBA, authors and the names 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. HSL has
no material adverse disciplinary history as on the date of publication of this report. 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 her relative or HDFC Securities Ltd. does not have any financial interest in the subject company. Also Research Analyst or her 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 meant for sole use by the recipient and not for circulation. 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. This document is for information purposes only. Descriptions of any company or companies or their securities
mentioned herein are not intended to be complete and 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 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 send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not be reproduced, distributed
or published for any purposes without prior written approval of HSL.

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. 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.

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.
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: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE-INB/F/E 231109431, BSE-INB/F 011109437, AMFI Reg. No. ARN: 13549, PFRDA Reg. No. POP: 04102015, IRDA Corporate Agent License No.: HDF 2806925/HDF C000222657,
SEBI Research Analyst Reg. No.: INH000002475, CIN - U67120MH2000PLC152193
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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