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Maintains robust operating performance

Our view and valuation

Overall, the performance was robust across operating parameters. While revenue came
inline, EBIT margin was above estimates. Demand environment continues to remain
robust for the company; though few clients have become cautious about evolving
macroeconomic situation. Offshore and onsite employee attrition has started to
moderate and that should ease pressure on margin. We expect it to be among the
growth leaders in the Tier 2 IT companies led by its capabilities across verticals and
service lines and should be able to maintain net margin of 14-15% for FY23. Its hiring
target for FY23 remains well on track and that offers strong revenue growth visibility.
It continues to remain one of our top picks in Tier-2 IT space, well positioned to
capitalize on robust demand environment. We expect revenue CAGR of 18.8% over
FY22-FY24E, with average EBIT margin of 17.0%.

We maintain BUY on the stock with revised target price of Rs 4,960/share at revised
multiple of 27x on FY24E EPS. We have cut down target multiple from 34x to 27x to
account for higher cost of capital(WACC) in this environment of high macroeconomic
Uncertainty. The stock trades at PER of 21.1x on FY24E EPS.

Result Highlights

= Reported revenue of Rs 45.2bn(up 5.1% QoQ in INR terms, up 1.7% QoQ in USD
terms). The cc growth was 2.9% QoQ. The growth was led by BFS( up 6.3% QoQ
in USD terms; while Manufacturing( down 12.6% QoQ) had soft quarter. In terms
of service offerings, Analytics, Al and Cognitive( up 8.5% QoQ): Enterprise
Integration( up 8.8% QoQ) were growth drivers. North America( up 5.5% QoQ in
USD terms) led the growth in terms of geographic breakup.

= EBIT margin was down 129 bps QoQ to 17%, on account of wage hike in the
quarter and other supply side constraints.

= Deal booking remained strong as it booked 4 large deal wins with net new TCV of
$79mn.

= Offshore revenue mix grew by 110 bps QoQ to 61.3%

=  Added 2,118 employees in the quarter to end the quarter 48,766 employees.
Employee utilization increased by 20 bps QoQ to 81.3%. LTM attrition was down
20 bps QoQ to 23.8%

= Added 29 new clients during the quarter compared to addition of 25 in Q4FY22.
= Billed DSO decreased by 4 days QoQ to 61 days

Rs mn Actual

YES Sec Consensus YES Sec ‘ Consensus
Sales 45,228 45,339 44,840 -0.2% 0.9%
EBITDA 8,308 8,252 7,866 0.7% 5.6%
EBITDA ) . .
Margin (%) 18.37% 18.20% 17.54% 12 bps 83 bps
ﬁi‘T“Sted 6,344 6,165 5756 2.9% 10.2%
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Nifty 15,939
52 Week h/I (Rs) 7589 /3733
Market cap (Rs/USD mn) 679124 / 8502
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Div yield (%): 1.2
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Absolute return -6.9% -35.4% -7.0%
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Others 8.4%
Ain stance
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Rating BUY BUY
Target Price 4,960 6,451
A in earnings estimates
FY22 FY23E FY24E
EPS (New) 130.9 155.4 183.7
EPS (Old) 130.9 159.0 189.7
% change NA -2.3% -3.2%
Financial Summary
(Rs mn) FY22 FY23E FY24E
Net Revenue 156,687 187,510 220,977
YoY Growth 26.7% 19.7% 17.8%
EBIDTA 30,585 36,053 43,311
YoY Growth 12.2% 17.9% 20.1%
PAT 22,986 27,295 32,270
YoY Growth 18.6% 18.7% 18.2%
ROE 28.5% 27.9% 27.1%
EPS 131 155 184
P/E 29.6 24.9 211
BV 502 612 746
P/BV 7.7 6.3 52
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Exhibit 1: Quarterly snapshot
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Sales ($ mn)
Sales

EBITDA
EBITDA %

Depreciation
EBIT

EBIT Margin %
PBT

Tax
PAT

NPM (%)

Q4FY21
447.4
32,694
7,155

21.9

826
6,329

19.4

7,168
1,711
5,457

16.7

Q1FY22
470.2
34,625
6,478
18.7
795
5,683
16.4
6,722
1,753
4,969
14.4

Q2FY22 Q3FY22 Q4FY22 | Q1FY23 |
5090 5530 5704 | 5802 | 234 17 2103 1,670 25.9
37670 41376 43016 | 45228 | 306 51 156,687 123,698 267
7,332 8,311 8464 | 8308 | 282 (1.8) 30585 27,251 12.2
195 20.1 19.7 18.4 -34 bps ﬁi 19.5 220 ﬁ;
850 885 1019 | 1065 340 45 3549 3325 67
6482 7426 7445 7243% 275 (27) 27036 23926 130
17.2 17.9 17.3 16.0 -40 bps '1b2p9s 17.3 19.3 'i?)z_
7420 8237 8596 8510 266 (1.0) 30975 25881 19.7
1903 2112 2221} 2166 | 236 (25 7989 6500 229
5517 6125 6375 6,344 277 (05) 22986 19,381 18.6
14.6 14.8 148 . 140 . -32bps 79 bps 14.7 15.7 '1;;2

KEY CON-CALL HIGHLIGHTS

Deal pipeline remains healthy and it is confident of maintaining growth momentum. It is in
the final stages of signing few more large deals

Not seeing any cancellation or deferment of deals as of now. But, there is slight level of
caution among clients and that is leading to short term acceleration in deal pipeline

Sequential decline in revenue of manufacturing vertical was seasonal in nature
Recruitment plans are on track as it aims to hire 6500 freshers for FY23
Onsite attrition has started to cool off, thus supporting margin

Has reached out to all stakeholders regarding Mindtree merger announcement and has
received positive feedback. A steering committee has been set up, which has been meeting
regularly to oversee merger process. Between the two companies, there are some 700 clients
with very little overlap.

There has been no increase in attrition at senior level after the announcement of merger.

Almost all impact of wage hike is there in Q1 and wage hike for select senior people will be
done in Q2

Guided for net margin of 14-15% for FY23.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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Exhibit 2: Growth was broadbased across BFS Exhibit 3: Sequential revenue growth was impacted due
to cross currency headwinds
Revenue breakup by segments USD Revenue QoQ growth
mBFS| m Energy and Utilities 10.0%
m CPG, Retail and Pharma ® Hi-Tech, Media & Entertainment 9.0% 8.3% 8.6%
Manufacturing Others 8.0%
100% 6.4% 6.3% 7.2% 7:0%
O,
80% 17.0% 16.8% 14.4% 6.0% 5.1%
118% 1% 11.6% 5.0%
60% o .
8.8% 8.8% 4.0% 3.1%
40% 3.0%
1.7%
20% 46.1% b 47.9% 2.0%
1.0% l
0% 0.0%
Q3FY22 Q4FY22 Q1FY23 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23
Source: Company, YES Sec Source: Company, YES Sec

e —
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FINANCIALS

Exhibit 4: Balance Sheet

Y/e March 31 (Rs mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Share capital 172 174 174 175 175 175 175
Reserves & surplus 38,426 48,764 53,866 72,859 87,971 107,342 130,809
Shareholders' funds 38,598 48,938 54,040 73,034 88,146 107,517 130,984
Minority Intersts and others 13 8 11 37 57 57 57
Non-current liablities 1,453 1,283 10,886 7,697 7,307 7,924 7,947
Other non-current liabilities 1,453 1,283 10,886 7,697 7,307 7,924 7,947
Current liabilities 13,434 16,463 23,312 26,323 29,183 34,967 38,587
ST borrowings, Curr maturity 0 0 320 414 519 519 519
Other current liabilities 13,434 16,463 22,992 25,909 28,664 34,448 38,068
Total (Equity and Liabilities) 53,498 66,692 88,249 107,091 124,693 150,465 177,576
Non-current assets 11,853 14,991 24,959 25,778 36,037 36,725 37,459
Fixed assets (Net block) 4,111 4,467 13,421 13,148 18,890 19,274 19,678
Non-current Investments 1 1 2 1,013 3,454 3,454 3,454
Long-term loans and advances 387 473 560 457 0 0 0
Other non-current assets 7,354 10,050 10,976 11,160 13,693 13,997 14,328
Current assets 41,645 51,701 63,290 81,313 88,656 113,739 140,117
Cash & current investment 16,276 21,552 27,438 43,876 39,139 48,719 64,562
Other current assets 25,369 30,149 35,852 37,437 49,517 65,020 75,554
Total (Assets) 53,498 66,692 88,249 107,091 124,693 150,465 177,576
Total debt 0 0 320 414 519 519 519
Capital employed 40,064 50,229 65,257 81,182 96,029 116,017 139,508
Exhibit 5: Income Statement
Y/e March 31 (Rs mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Net sales 73,065 94,458 108,786 123,698 156,687 187,510 220,977
Operating expenses (61,189) (75,623) (88,494) (96,447) (126,102) (151,457) (177,665)
EBITDA 11,876 18,835 20,292 27,251 30,585 36,053 43,311
Depreciation (1,563) (1,471) (2,731) (3,325) (3,549) (4,622) (5,524)
EBIT 10,313 17,364 17,561 23,926 27,036 31,431 37,787
Other income 4,102 2,917 2,466 1,955 3,939 5,183 5,501
Profit before tax 14,415 20,281 20,027 25,881 30,975 36,614 43,288
Tax (current + deferred) (3,290) (5,123) (4,825) (6,500) (7,989) (9,319) (11,018)
Reported Profit / (Loss) 11,125 15,158 15,202 19,381 22,986 27,295 32,270
Adjusted net profit 11,125 15,158 15,202 19,381 22,986 27,295 32,270

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 6: Cash Flow Statement

Y/e March 31 (Rs mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Profit before tax 14,415 20,281 20,027 25,881 30,975 36,614 43,288
Depreciation 1,563 1,471 2,731 3,325 3,549 4,622 5,524
Change in working capital (4,295) (1,809) 1,158 1,302 (9,580) (9,700) (6,893)
Total tax paid (3,813) (4,753) (5,750) (4,827) (7,637) (9,350) (11,051)
Others (4,102) (2,917) (2,466) (1,955) (3,939) (5,183) (5,501)
Cash flow from oper. (a) 3,768 12,273 15,700 23,726 13,368 17,003 25,367
Capital expenditure (1,622) (1,913) (11,772) (2,949) (8,834) (5,006) (5,928)
Change in investments (3,238) (4,759) (4,785) (15,107) 2,475 (3,137) (3,450)
Others 5,623 2,029 3,638 301 1,735 4,918 5212
Cash flow from inv. (b) 763 (4,643) (12,919) (17,755) (4,624) (3,225) (4,166)
Free cash flow (a+b) 4,531 7,630 2,781 5,971 8,744 13,778 21,201
Equity raised/(repaid) 1 2 0 1 0 0 0
Debt raised/(repaid) 0 0 320 94 105 0 0
Dividend (incl. tax) (3,534) (5,341) (5,679) (5,319) (7,026) (7,904) (8,783)
Others (1,160) (1,774) 3,680 1,595 (1,644) 570 (25)
Cash flow from fin. (c) (4,693) (7,113) (1,679) (3,629) (8,565) (7,334) (8,808)
Net chg in cash (a+b+c) (162) 517 1,102 2,342 179 6,444 12,393

Exhibit 7: Ratio Analysis

Y/e March 31 FY18 FY19 FY20 FY21 FY22 FY23E
Growth (%)

Revenue Growth 12.4 293 15.2 13.7 26.7 19.7 17.8
EBITDA Growth (3.5) 58.6 7.7 34.3 12.2 17.9 201
EBIT Growth (2.0 68.4 11 36.2 13.0 16.3 20.2
Net Profit Growth 145 36.3 0.3 27.5 18.6 18.7 18.2

Profitability Ratios (%)

EBITDA Margin 16.3 19.9 18.7 22.0 19.5 19.2 19.6
EBIT margin 14.1 18.4 16.1 19.3 17.3 16.8 171
Net Profit margin 15.2 16.0 14.0 15.7 14.7 14.6 14.6
RoA 211 28.9 22.7 24.5 23.3 22.8 23.0
RoE 31.8 34.6 29.5 30.5 28.5 27.9 271
RoCE 28.7 38.5 30.4 32.7 30.5 29.6 29.6

Liquidity Ratios

Net debt/Equity (x) (0.4) (0.4) (0.5) (0.6) (0.4) (0.4) (0.5)
Current ratio (x) 3.1 3.1 2.7 3.1 3.0 3.3 3.6
Quick ratio (x) 3.1 3.1 2.7 3.1 3.0 3.3 3.6

Valuation Ratios

PER(x) NA NA NA NA 29.6 24.9 211
PCE(x) NA NA NA NA 25.6 213 18.0
Price/Book(x) NA NA NA NA 7.7 6.3 52
EV/EBITDA(x) NA NA NA NA 21.0 17.5 14.2

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 5
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Dupont Analysis FY18 FY19 FY20 FY21 FY22 FY23E
Net margin (%) 15.2 16.0 14.0 15.7 14.7 14.6 14.6
Asset turnover (x) 1.5 1.6 14 1.3 1.4 1.4 1.3
Leverage factor (x) 1.4 14 1.5 1.5 1.4 1.4 1.4
Return on Equity (%) 31.8 34.6 29.5 30.5 28.5 27.9 27.1
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | >4 research@ysil.in
Website: www.yesinvest.in
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Piyush Pandey

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Sr.

No. Yes/No

Particulars

Research Analyst or his/her relative’s or YSL's financial
interest in the subject company(ies)

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or

employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months

YSL has received any compensation for investment
() banking or merchant banking or brokerage services from No

the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company in
the past twelve months
YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report
YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months
Research Analyst or YSL has been engaged in market
making activity for the subject company(ies)

No

~

No

10 No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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Date: 2022.07.14
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Upside greater than 20% over 12 months

ADD: Upside between 10% to 20% over 12 months
NEUTRAL: Upside between 0% to 10% over 12 months
REDUCE: Downside between 0% to -10% over 12 months
SELL: Downside greater than -10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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