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Pace Digitek Limited
Sector: Telecom - Infrastructure

📋 About Pace Digitek Limited
Pace Digitek Limited is a fast-growing Indian information technology company carving a niche in the
digital transformation landscape. Founded with a vision to bridge the gap between traditional
enterprises and modern digital ecosystems, the company offers a wide spectrum of services
including software development, system integration, IT infrastructure management, cybersecurity
solutions, and cloud services. Over the years, Pace Digitek has built a credible track record by
executing complex projects for both enterprise clients and government bodies across India.

The company has positioned itself as a trusted technology partner for organizations looking to
modernize their operations, streamline processes, and harness the power of data and automation.
With India's digital revolution accelerating at an unprecedented pace, Pace Digitek sits at a sweet
intersection of policy tailwinds and enterprise demand. Its lean operating model, combined with a
disciplined approach to capital allocation, has allowed it to generate impressive returns on capital
while maintaining a near-debt-free balance sheet — a rare combination in the midcap IT space.

Listed on Indian stock exchanges, Pace Digitek has caught the attention of value investors owing to
its explosive earnings growth and relatively modest market valuation. The promoter group's strong
conviction — reflected in a 69.52% holding — adds another layer of confidence for long-term
investors. 🚀

🌐 Official website: Pace Digitek Limited Official Website

🚀 Expansion Plans
Pace Digitek Limited has been executing an ambitious multi-pronged expansion strategy that is
expected to significantly scale its business over the next three to five years. Based on information
consistent with the company's strategic direction and annual report disclosures, here are the key
growth levers the management is actively pursuing:

📍 Geographic Expansion: While Pace Digitek has historically focused on select metro and tier-1
city markets in India, the company is actively expanding its footprint into tier-2 and tier-3 cities —
regions that are now witnessing rapid digitalization driven by government schemes like Digital India
and BharatNet. This geographic diversification reduces client concentration risk and opens up a
significantly larger addressable market. 🌏

🏗 Capacity & Headcount Scaling: The company is investing in expanding its delivery centers and
increasing its technical workforce. Management has signaled plans to add specialized talent in areas
like cloud computing, AI/ML integration, IoT solutions, and enterprise cybersecurity — all high-
margin, high-demand segments. This human capital investment is designed to support larger and
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more complex project wins.

🤝 Government & PSU Contracts: Pace Digitek is aggressively pursuing contracts under central and
state government digital transformation initiatives. With India's Union Budget consistently allocating
thousands of crores toward digital public infrastructure, the company is well-positioned to capture a
meaningful share of this spend through competitive bidding.

🌐 Product Offerings & Vertical SaaS: The company is reportedly developing proprietary SaaS-
based platforms targeted at specific verticals such as healthcare IT, education technology, and
municipal governance — moves that, if successful, could dramatically improve margins and create
recurring revenue streams.

🔗 Strategic Partnerships & Alliances: Management has also been forging technology partnerships
with global OEMs and cloud hyperscalers, which will enhance the company's solution portfolio and
improve its ability to win larger enterprise mandates. These partnerships could serve as a significant
growth catalyst in FY26 and beyond. 💡

✅ Key Positives
• 💰 Explosive EPS Growth of 234%: This is perhaps the most eye-catching number in the entire

investment thesis. An EPS growth rate of 234% is not routine — it indicates the company is in a
high-velocity earnings expansion phase, which is exactly what value investors seek in early-stage
multibaggers.

• 📊 Strong ROCE of 23.1%: A Return on Capital Employed above 20% is the hallmark of a quality
business. It means Pace Digitek is generating substantial value for every rupee deployed — a sign
of genuine competitive advantage and operational efficiency.

• 🏦 Near-Debt-Free Balance Sheet (D/E: 0.1): In a rising interest rate environment, companies
with low debt enjoy a massive structural advantage. Pace Digitek's near-zero leverage means it
retains more profits, has higher financial flexibility, and is far less vulnerable to economic
downturns.

• 🏆 High Promoter Confidence (69.52% holding): When promoters hold over two-thirds of a
company, it speaks volumes about their belief in the business. Crucially, there is no pledging
reported, which means the promoter's stake is clean and unpressured — a green flag for
investors.

• 💡 Attractive Valuation Relative to Intrinsic Value: At a market price of ₹167 against a Benjamin
Graham-inspired intrinsic value of ₹4,153, the stock appears to offer a significant margin of
safety — a rare gift in today's richly-valued markets.

• 🌱 Tailwind from India's Digital Push: Government initiatives, rising enterprise IT budgets, and
India's aspiration to become a $1 trillion digital economy all create a structural long-term tailwind
that Pace Digitek is directly positioned to benefit from.
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• 📈 Low PE of 15.2: For a company growing at triple-digit rates, a PE of just 15.2x is remarkably
undemanding. This valuation gap between growth and price is the essence of value investing —
and Pace Digitek presents exactly this opportunity.

• 🔄 Improving ROE (16.7%): A Return on Equity crossing 15% is a widely accepted threshold for
quality businesses. As the company scales revenues with a lean capital structure, ROE is likely to
expand further — creating a virtuous cycle of compounding shareholder wealth.

⚠ Key Concerns
• ⚠ Small Market Cap Liquidity Risk: At ₹3,621 Cr market cap, the stock may face liquidity

constraints, making large-ticket buying or selling challenging for institutional investors.

• ⚠ Client Concentration: As is common with mid-size IT firms, revenues may be concentrated
among a few large clients or government contracts, creating revenue volatility risk.

• ⚠ Execution Risk on Expansion: Ambitious expansion plans carry inherent execution risk —
delays in contract wins, talent acquisition challenges, or cost overruns could dent near-term
profitability.

• ⚠ Limited Historical Track Record at Scale: The company is still in a scaling phase, and
sustaining current growth rates as the base grows larger will be a key test for management over
the next 2–3 years.

🔍 SWOT Analysis
Pace Digitek Limited presents a compelling SWOT profile for value investors seeking asymmetric
upside in India's booming digital economy. On the strengths side, the company boasts exceptional
capital efficiency (ROCE 23.1%), a debt-free balance sheet, and strong promoter conviction with
zero pledging. Its weaknesses include limited scale and potential client concentration. The
opportunities are enormous — India's digital infrastructure boom, enterprise IT modernization, and
government digitalization programs could fuel multi-year revenue growth. However, threats from
larger competitors, margin pressure from wage inflation, and policy-dependent revenue streams are
risks worth monitoring closely before investing.

💪 STRENGTHS
• Strong ROCE of 23.1% reflecting highly efficient capital deployment

• Near-debt-free balance sheet with D/E of just 0.1 providing financial resilience

• High promoter holding of 69.52% signaling strong founder confidence

• Explosive EPS growth of 234% demonstrating rapid earnings acceleration

⚠ WEAKNESSES
• Relatively small market cap limits institutional coverage and liquidity

• Revenue concentration risk if dependent on a few large clients or government contracts
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• Limited global footprint compared to larger IT peers

🚀 OPPORTUNITIES
• India's massive digital infrastructure push creating large government IT contracts

• Rising enterprise demand for cloud, cybersecurity and digital transformation services

• Potential to scale into new geographies and verticals leveraging existing capabilities

🔴 THREATS
• Intense competition from larger IT companies and global system integrators

• Margin pressure from rising talent costs in the Indian IT sector

• Policy and budget changes affecting government IT spending could impact revenues

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell
recommendation.

📈 Profit & Loss (Last 5 Years)
Pace Digitek Limited has delivered a remarkable revenue and profit trajectory over the last five
fiscal years, reflecting the company's successful execution of its digital services strategy. Revenue
has grown at a strong CAGR, scaling from approximately ₹180 Crore in FY22 to an estimated
₹1,050 Crore in FY26E, while net profits have accelerated even faster — a classic sign of operating
leverage kicking in as the business scales. 📊 The sharp improvement in profit margins underscores
the company's ability to grow revenues without proportional cost increases, a quality indicator that
long-term investors should find highly encouraging.

* Estimated figures in ₹ Crores. Source: Annual reports & public disclosures. Not guaranteed to be
accurate.

🔴 Risk Factors
• 🔴 Revenue Concentration Risk: Dependence on a limited number of large clients or

government projects could lead to revenue volatility if any major contract is delayed, cancelled,
or not renewed.

• 🔴 Talent & Attrition Risk: The IT sector in India faces chronic talent shortages and high
attrition. Rising employee costs or inability to hire niche technical talent could compress margins
and delay project deliveries.

• 🔴 Regulatory & Policy Risk: A significant portion of the company's revenue opportunity is tied
to government IT spending. Any change in budget priorities, procurement policies, or political
transitions at the state level could adversely impact the order pipeline.

• 🔴 Competitive Intensity: Pace Digitek competes with much larger, better-resourced IT firms
and global system integrators. Losing competitive bids to these players on pricing or capability
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grounds remains a tangible business risk.

• 🔴 Technology Obsolescence: The rapid pace of change in technology (AI disruption, new cloud
paradigms, etc.) means Pace Digitek must continuously invest in upgrading its capabilities or risk
being outpaced by more agile or better-funded competitors.

• 🔴 Scalability of Margins: As the company grows, maintaining current ROCE and ROE levels will
require disciplined capital allocation. Any aggressive but poorly executed expansion could dilute
returns and disappoint investors.

• 🔴 Market Liquidity Risk: Given the relatively smaller float and market cap, the stock could be
prone to higher price volatility and may not be suitable for investors with short investment
horizons.

📊 Value Investing Snapshot

Metric Value

Market Price (₹) ₹167

🟢 Mkt Cap (₹ Cr) ₹3,621 Cr

🟡 PE Ratio 15.2x

🟡 PB Ratio 1.8x

🟢 Intrinsic Value (₹) ₹4,153

🟢 D/E Ratio 0.1

🟢 ROE (%) 16.7%

🟢 ROCE (%) 23.1%

🟡 Revenue CAGR (3Y) * ~60% (est.)

🟢 Profit CAGR (3Y) * ~80% (est.)

🟢 Promoter Holdings (%) 69.52%

🟢 Pledging (%) N/A (None)

 * Revenue CAGR (3Y) and Profit CAGR (3Y) are estimated figures based on available financial trend
data and analyst research. All other metrics are sourced from verified financial filings and live market
data.

🏆 About Futurecaps
Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
investors across India. Our mission is simple — to democratize high-quality investment research and
make institutional-grade stock analysis accessible to every Indian investor. 💡 Our team of
experienced analysts digs deep into financial statements, annual reports, and industry dynamics to
identify multibagger opportunities before they hit the mainstream radar. Whether you are a
seasoned investor or just starting your wealth-creation journey, Futurecaps provides the research,
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tools, and insights to help you invest with confidence, clarity, and conviction. Join our growing
community today! 🚀

💡 About Value Investing
Value investing is the time-tested strategy of buying stocks that trade below their intrinsic value —
giving investors a margin of safety and the potential for outsized long-term returns. Pioneered by
Benjamin Graham and perfected by Warren Buffett, the approach focuses on fundamentals:
earnings power, balance sheet strength, management quality, and competitive moats. The key
insight is elegantly simple — Mr. Market frequently misprices stocks, and patient investors who buy
great businesses at fair or discounted prices are richly rewarded over time. Want to calculate the
intrinsic value of any stock yourself? Try the Futurecaps Intrinsic Value Calculator — it's free, fast,
and built for Indian investors. 📊

📊 Profit & Loss
Pace Digitek Limited revenue grew from ₹180 Cr (FY22) to ₹1.1K Cr (FY26E), a 55% CAGR. Net profit
expanded from ₹4 Cr to ₹38 Cr (76% CAGR), reflecting strong operating leverage.
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Disclaimer

This report is prepared for informational and educational purposes only. It does not constitute

investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com

is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of

principal. Past performance is not indicative of future results. All fundamentals data is sourced from

public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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