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Weaker than expected margin and TCV/ACV

= PSYS has rarely cited macro as the reason for a weakish TCV/ACV. It
did post 2Q as decisions apparently got delayed

= The ISV large deal reminds us of past CE/CLM and ‘accelerite’
business. Margin hit from it puts FY27 16-17% EBIT aspiration at risk
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Growth, margin and TCV/ACV disappoint: With our estimate of ISV large deal to
contribute 5.5% of the 10% QoQ growth we were tad disappointed by 7.8% growth.
EBIT margin at 15% was lower than estimate as the size of amortization cost from
the large ISV deal came as a -ve surprise. The new TCV/ACV was flat YoY and that
was due to a few deals slipping in the last few weeks of the 2Q into 3Q. Normally
PSYS projects itself to be immune to macro issues.

ISV large deal seems a bit like CE/CLM deal with IBM 10 yeas back: PSYS in
2016 had a deal with IBM on its CE/CLM (continuous engineering/continuous life
cycle management) product where product engineering was with PSYS but sales
was handled by IBM and there was revenue share. Besides this it also ran an IP
based ‘accelerite’ business where it would buy end-of-life products, refurbish them
and sell them. Both were unsuccessful and had to be shut down/defocused. The
latter by Sandeep Kalra — current CEO. The US$650mn (6.5 years) deal with a
Software player (seems like IBM again) is somewhat akin to the CE/CLM deal with
downside protection.

Execution risk increases as business scales on M&A: We believe that unlike the
tuck-in acquisitions PSYS has successfully handled in the past, Nagarro is much
larger (~23x Data Glove, which we believe was the largest acquisition by revenue
thus far) and harder to execute especially as it pertains to Europe where laws are
not as business friendly as in the US. We also see big revenue deflation risk due to
Nagarro’s T&M heavy revenue (68%). We also think that cross sell may not be as
effective as it may seem on paper as we believe most of Nagarro’s horizontal skills
are ‘retro’. PSYS’s Al platform skill (SASVA) is the only big differentiator. Our
concerns are captured in our post transaction note (Big Deal, Bigger Risks). Also
this results in significant return dilution with post tax ROIC slated to fall to
~16% in FY28 compared to ~40% in FY26.

Valuation: Raised EPS estimates for FY28-FY29 due to lower tax rate. Maintain
Target PE at 16.9x (20% premium to benchmark) and rating continues to be SELL.
At 35x PE, the street is being over optimistic about earnings prospects long term.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report.

Key changes

Target Rating
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Ticker/Price PSYS IN/Rs 5,840
Market cap US$ 9.6bn
Free float 69%
3M ADV US$ 30.9mn
52wk high/low Rs 6,599/Rs 4,245
Promoter/FPI/DII 30%/21%/32%

Source: NSE | Price as of 15 Oct 2026

Key financials

YIE 31 Mar FY26A FY27E FY28E
Total revenue (Rsmn) 147,485 211,022 324,008
EBITDA (Rs mn) 27,955 39,907 58,829
Adj. net profit (Rs mn) 19,542 24671 31,501
Adj. EPS (Rs) 1189 1442 1991
Consensus EPS (Rs) 1189 1445 1779
Adj. ROAE (%) 27.6 29.3 319
Adj. P/E (x) 491 405 29.3
EV/EBITDA (x) 332 213 132
Adj. EPS growth (%) 31.8 213 38.1

Source: Company, Bloomberg, BOBCAPS Research
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Key Points from the quarter and the earnings call

Revenue stood at US$487.6mn, growing 7.8% QoQ (below our estimate of 10.0%)
and 20.8% YoY in CC terms

Geographical Growth (YoY in USD terms)

o  North America revenue grew 22.5%; Europe revenue declined 8.5%, largely

because of two client specific events, the ramp down of a program with a key
client acquired by a larger strategic payer last year and the planned ramp down
of a fixed price engagement; India revenue grew 19.4% and RoW grew 67%
on a smaller base

o Both Europe events are one off and client specific, and not a sign of broader

geographic demand trends

Segment Growth (YoY in USD terms):

o Growth was led by Software, Hi-Tech and Emerging Industries at 28.5% YoY,

followed by BFSI at 16.2% and Healthcare and Life Sciences at 12%

o  Growth in Software, Hi-Tech and Emerging Industries was driven by the new

software reinvention offering launched during the quarter, underpinned by the
theme of the large deal announced last quarter

EBIT margin stood at 15.0% (below our estimate of 15.8%), declining ~100 bps
QoQ and ~130 bps YoY

o Headwinds: Annual wage hike impact of 180 bps, with lower ESOP cost

absorbing part of this, leaving a net impact of 140 bps; Lower utilization had a
20-bps impact; Investment in third party tools and licenses raised quarterly
amortization by ~US$4 mn, with a 90-bps impact

o Tailwinds: Lower SG&A expenses and favorable currency movements together

provided a 150bps margin benefit

The large deal announced in the previous quarter includes end-to-end takeover of
the engineering roadmap of a portfolio of 20 products across development,
sustenance engineering and customer support, along with associated third-party
licenses and cloud spend. FinOps and an Al led engineering roadmap are planned
to optimize spend across people, tools and cloud infrastructure in this large deal,
and the margin impact will gradually reduce as spend is optimized and revenue
scales

Aspiration is to be in the 16% to 17% EBIT margin range for the company in FY27

Reported PAT was Rs 3,515.1 mn, down 25.4% YoY and 27.2% QoQ. Margin
stood at 7.5%, down 563 bps YoY and 369 bps QoQ

o Transaction costs of Rs 1,853.4 mn were incurred towards the Nagarro
acquisition, covering the transaction and advisory cost.

o Anincremental US$25-30mn is expected to be incurred towards the Nagarro
transaction over the next two quarters
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Total headcount stood at 29,598, net addition of 958 people QoQ

o Utilization (including trainees) stood at 85.8%, down 70 bps QoQ, primarily
reflecting proactive hiring to support the ramp-up of large deals

o LTM attrition stood at 11.9% against 12.3% in the previous quarter
TCV stood at US$633.5mn, declining ~45% QoQ and growing ~4% YoY

o TTMTCV stood at US$3,055.1mn, growing 36% YoY; New TCV stood at
US$367.1mn, declining ~61% QoQ and growing ~5% YoY

ACYV stood at US$481.0mn, declining ~10% QoQ and growing ~7% YoY

o TTMACYV stood at US$1,964.8mn, growing ~2% QoQ and ~22% YoY; New
ACYV stood at US$262.3mn, declining ~32% QoQ and growing ~3% YoY

Record collections were achieved during the quarter, improving the cash position
despite payment of the final dividend and exceptional expenses related to the
Nagarro transaction. Higher collections reduced billed DSO and lifted OCF to PAT

o Billed DSO decreased to 50 days against 61 days in the previous quarter,
while unbilled DSO was 24 days against 25 days in 1Q FY27

o LTM OCF to PAT improved to 96.6% in 2Q FY27 from 76.2% in the previous
quarter

Business combination agreement with Nagarro: ~94.04% of Nagarro share capital,
excluding treasury shares, was secured, against the minimum acceptance
threshold of 50% plus one share. A squeeze out of remaining minority shareholders
is intended upon closing, as more than 90% of share capital and voting rights has
been secured

o EUR 1.4 bn 18-month bridge loan is intended to be replaced with longer tenure
capital on favorable terms

o US$1.25 bn is to be raised through debt and equity, of which US$450mn will
be equity through a QIP, equity-linked instruments such as FCCB, or a
combination

o One-time expenses related to the transaction are expected at ~US$50 mn.
This one time cost comprises investment banking fees, bridge loan
commitment costs, legal costs, regulatory filings, travel and some funding
costs. ~US$ 19 mn-US$ 20 mn was incurred in 2Q, with US$ 25 mn-US$ 30
mn expected over the next three to four months

o Cost of debt for the Nagarro acquisition is expected at 5% to 6% on a net
basis, depending on the date of the transaction, as the debt is yet to be raised

o Nagarro has more than 200 customers in the US$ 1 mn plus category, with an
overlap of only 10 with Persistent's customers, giving significant room for
cross-sales, along with good capabilities in SAP and Al consulting
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Nagarro acquisition processes are going on at the expected pace, with deal closure
expected by 4QCY26 or 1QCY27

Pipeline is healthy and management is relatively confident that all segments will
grow very well

Growth in the quarter was underpinned by two large events, the large deal with one
of the largest tech customers and a vendor consolidation exercise at one of the
largest financial services customers

Vendor consolidation in pockets remains a big theme in financial services. Data
modernization to get financial services institutions ready for Al is another big theme

Hi-Tech is the most disruptive vertical in the mix, with about 20% of ISVs, mainly
mid-market ISVs, on the bleeding edge, where maximum adoption and maximum
productivity demands are seen

Al strategy continues to rest on three pillars, engineering hyper productivity,
business hyper productivity, and enterprise data readiness with responsible Al

Next phase of enterprise Al is expected to be defined not by better models alone,
but by how well enterprises combine them with their own knowledge, data,
processes, people and governance

Software companies face challenges on growth (as Al native companies and model
providers compete for their customers) and on cost (as established products must
generate the margin to fund Al investment while Al consumption adds a new and
fast rising cost). On growth, clients are being helped to build new products and take
them to market faster, with Al-led development acceleration delivered through the
SASVA platform. SASVA runs on custom-tuned models and also works with
models from Anthropic, OpenAl and leading open-source providers, giving clients
flexibility in model choice. On cost, the focus is on improving the economics of
established client products, as their margin funds forward looking Al growth, with Al
applied across the full cost of ownership in three areas

o First, mature products are run through Al led sustenance and clients are
helped to carve out products outside their core; Second, clients are helped to
bring cloud and Al consumption under control through cloud optimization
combined with Al led engineering and FinOps; Third, both labor and non-labor
spend across SG&A are being reduced

o Clients are reinvesting these savings into new products and go to market, so
cost efficiency becomes fuel for growth

As models commoditize, enterprise software differentiation is shifting to the context
around them and to the economics of products clients already run

Software Reinvention Services differs from the earlier effort on both the technology
side and the commercial side. On technology, Al allows a mid to late-stage product
to be mapped clearly from its first release to now, covering features delivered, effort
spent and current hotspots in the product. Commercials are structured as an

outcome-based deal, with an assured cost saving for the customer. Revenue share
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construct is in place where Persistent gets a certain percentage of revenue as the
customer sells the product more, with a certain backstop

Software licence cost increase is a combination of the large deal (which includes
licences embedded in the products) and investment in tools being built. Some are
even based on third party tools or software

o Software licence cost is expected to stay broadly steady at current levels, and
could go higher if more software reinvention deals are won as the practice
grows

Slowdown in decision making over the last few weeks was apparent, with macro
having an impact, and it was not related to productivity benefits but to the nature of
deals, some of which are affected when Middle East dynamics go up or down

Intangibles increase reflects the large deal, where ownership of end to end
profitability of a portfolio of 20 products is taken, including responsibility for third
party licenses and cloud spend that are to be reduced over time. Re-architecting
products to reduce cloud spend over the years is a big margin lever for this set of
products

Hi-Tech margin movement is partly due to the large deal and partly due to
productivity gains passed on to customers

The announced deal value of US$ 650 mn has no contingency of falling lower and
is at the lower end of the range, with potential upsides

Healthcare is expected to start seeing growth, supported by a good pipeline

Increase in intangible assets under development: QoQ increase was related to
internal Al and IP tools, including SASVA, AURA, and GenAl initiatives. The
expenditure comprises of people costs but also comprises of tools and other
expenses required for development and service delivery. It was indicated that these
costs could fluctuate in upcoming quarters, depending on the development of new
features. The increase in the reported quarter was also attributed partly to annual
wage increments
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We have an Underweight stance on Indian IT
Services

We reinitiated coverage on the Indian IT Services with an Underweight stance through a
report on 1 January 2025 (Slow is the (new/old) normal) and reiterated our view with
updates on 12t March 2025 (FY26 unlikely to be better than FY25), 10" July 2025
(Uncertainty stays and ‘eating the tariff’ may impact even FY27) and 12 January
2026 (A fourth slow year?).

While both earnings and PE multiples have corrected since 1 Jan 2025, the industry’s
structural organic revenue growth from here on will be much lower vs ~7% CAGR seen
during FY15-FY20; possibly ~2-3% CAGR over FY25-FY30 in constant currency (CC)
terms.

We believe the release of advanced Al models will cause significant disruption to the
industry rendering the sector to be a ‘value trap’. We wrote about this in our 17
February 2026 report (Existential threat, value trap or Temporary blip) and through
our 6 April 2026 report (Narrative of FY27 being modestly better, set for its first
test).and the 9 July 2026 one (‘Show me the growth’ phase will keep valuations
compressed)

Lately we have been worried about global macro which we believe will impact growth. See
our 16 September 2026 note (Macro will weigh down as much as Al near term)

Multiple speed breakers drive our Underweight stance

Gen Al and GCCs are going to disrupt growth: We believe that Al/Gen Al will lead to
compression of revenue for the industry in the next 12-24 months, as companies self-
cannibalize to hold on to their existing clients. Rapid growth of the GCCs is a threat to
outsourcing. While there seems to be collaboration between outsourcers and their
clients in setting up these GCCs, there will be growth discontinuity when the business is
insourced at some point.

Massive hyper scaler Al capex should accentuate re-alignment in IT spend:
Software players, including hyper scalers, are increasing capex on Al-related data
centres. This will drive higher pricing, forcing enterprises to allocate more IT spend to
Cloud/SaaS and move it away from the ones with lower bargaining power — global IT
Services players.

Higher competition: Indian Tier-1 companies now face higher competition from
Accenture, Tier-2 players and Cognizant, likely slowing their growth vs FY15-FY20. This
is besides the fact that by FY26, Tier-1 revenue has reached US$ 85bn, double that in
FY15 (6.5% CAGR). Due to the higher base now, growth may not be as rapid. In Al
reinvention services we see a new set of competitors come in the forms of Al
deployment companies from Anthropic, Open Al, Microsoft, Google etc. While
professional services companies of software players did not make much of an impact in
the past, we believe the situation could be different this time. With the requirement of a
large army of offshore bodies being taken away by Al models, we believe players with
high technical skills and deep domain and workflow expertise will become competitors.
We will have several players from other industries as well senior management
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personnel from current incumbents to step out and startup companies and compete with
the incumbents.

How we are valuing companies: We are using PE methodology. However, we are
moving away from the earlier stance that we had taken of using TCS as our industry
benchmark.

Considering the underperformance of TCS in terms of growth in FY26 and the likelihood
of that repeating in the foreseeable future we have decided to shift from using TCS as
the benchmark and move to Tier-1 PE multiple based valuation. That too using the
valuation seen in the FY15-FY20 timeframe when the Tier-1 USD revenue CAGR was
~7% in organic terms. Our analysis indicates that Tier-1 (consisting of TCS, Infosys,
HCLT, Wipro and Tech Mahindra) were collectively trading at mean multiple of 17.6x
forward EPS with an SD of 1.7. We are using 14.1x as the benchmark multiple for the
basis of valuation which is mean multiple of Tier-1 companies during this period less
2SD. We have been giving subjective premium/discount to this benchmark target PE to
arrive at target PE multiples for the rest of our coverage

Our target PE multiples are lower than those used by consensus/competitors. Through
our choice of the benchmark target PE multiple, we seek to capture the mortality and
relevance risk that players face in this era of advanced Al models.

Tier- 2 valuation reflects growth gap with Tier-1

Tier-2 set has been taking away market share from the Tier-1 set, due to better
execution as well as their smaller size. And, unlike previous cycles, they have
performed better than the Tier-1 set, largely on better management teams.

However, current PE premium to Tier-1s is excessive for certain stocks, because to
deliver on the high consensus revenue growth expectations, they may be taking on
more cost take-out projects that are likely to impact margins adversely.

We believe the recent large acquisitions done by the prominent Tier-2 companies liker
Persistent Systems and Coforge are return dilutive and may pose execution challenges.
They also seem to be funded partly or fully through stock dilution.

Also, some of the Tier-2s have been underperforming on the growth front, being
discretionary project-oriented businesses struggling to pivot to a cost-take-out-driven
demand environment.
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Y/E March (Rsmn) 2QFY26 1QFY27 2QFY27 YoY(%) QoQ (%) 2QFY27E Dev(%)
Net Sales (USD mn) 406.0 452.4 487.6 201 78 496.6 (1.8)
Net Sales 35,807 43,032 46,639 303 8.4 47,355 (1.5)
Direct Cost 22,924 27,915 30,899 348 10.7 31,529 (2.0)
% of Sales 64.0 64.9 66.3 66.6
Gross Margin 12,883 15,117 15,740 222 4.1 15,826 (0.5)
% of Sales 36.0 35.1 33.7 334
SG&A 6,046 7,095 7,096 174 0.0 7,166 (1.0)
% of Sales 16.9 16.5 15.2 15.1
EBITDA 6,838 8,022 8,644 264 78 8,660 (0.2)
EBITDA Margin (%) 19.1 18.6 18.5 18.3
Depreciation and Amortisation 1,001 1,153 1,667 1,185 40.7
EBIT 5,837 6,869 6,977 19.5 1.6 7,475 (6.7)
EBIT Margin (%) 16.3 16.0 15.0 15.8
Other Income, Net 59 415 (131) 412 (131.8)
Forex Gain/(Losses) 272 (1,053) (456) 50
PBT 6,168 6,231 6,390 3.6 26 7,937 (19.5)
Provision for Tax 1,454 1,401 1,439 (1.0) 27 1,784 (19.4)
Effective Tax Rate 23.6 225 225 225
Adjusted PAT 4,715 4,830 4,951 5.0 25 6,153 (19.5)
Margin (%) 13.2 11.2 10.6 13.0
Less: Exceptional Item - - 1,436 -
PAT 4,715 4,830 3,515.1 (25.4) (27.2) 6,153 (42.9)
NPM (%) 13.2 11.2 75 (5.63) (3.69) 13.0
Source: Company, BOBCAPS Research
Fig 2 - 5 Year PE trend Fig 3 — Premium/ Discount to TCS
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Fig 4 — Revised Estimates

New Oid Change (%)

FY27E FY28E FY29E FY27E FY28E FY29E FY27E FY28E FY29E
INR/USD 96.0 974 984 95.5 96.5 97.5 0.6 0.9 0.9
USD Revenue (USD mn) 2,196 3,327 3,746 2,219 3,363 3,786 (1.1) (1.1) (1.1)
USD Revenue Growth (%) 327 515 126 341 515 126
Revenue (Rsmn) 211,022 324,008 368,577 211,892 324,442 369,106 (0.4) (0.1) (0.1)
EBIT (Rsmn) 32,665 46,365 53,453 32,002 45,486 54,588 2.1 1.9 (2.1
EBIT Margin (%) 155 143 145 15.1 14.0 14.8
Adjusted PAT 24,254 31,501 38,029 24,284 29,094 36,591 (0.1) 8.3 3.9
Adjusted FDEPS 153.3 199.1 2404 153.4 183.8 2311 (0.1) 8.4 4.0
Source: BOBCAPS Research
Fig 5 — P&L at a glance
(YE March) Rsmn FY16  FY17  FY18  FY19  FY20  FY21 FY22  FY23  Fya FY25 FY26  FY2IE  FY28E  FY29E
Average INRIUSD 656  67.1 645 700 714 740 745 80.5 828 847 89.0 96.0 974 984
Net Sales (USD mn) /2 429 471 481 502 566 766 1,036 1,186 1,409 1655 2,196 3,327 3,746
YoY Growth (%) 142 220 97 22 43 129 352 353 145 18.8 17.4 327 515 126
Net Sales 23123 28784 30337 33650 35658 41879 57107 83506 98217 119387 147485 211,022 324008 368,577
YoY Growth (%) 23 245 54 110 59 174 36.4 462 176 216 235 434 53.5 13.8
ggrs\:igéss;ales & 14305 18518 19704 21378 23494 27,650 37895 55315 65231 78740 94874 137071 214725 245017
% of sales 619 643 650 635 659 660 66.4 66.2 66.4 66.0 64.3 65.0 66.3 66.5
Gross Margin 8819 10266 10633 12281 12,164 14,229 19213 28191 3298 40647 52610 73951 109282 123559
% of sales 381 37 350 365 341 34.0 336 338 336 34.0 35.7 35.0 337 335
SG& A 4647 5727 5046 6476 7234 7,398 9631 12999 15720 20066 2465 34044 50453 56922
% of sales 204 199 196 192 203 177 169 156 16.0 16.8 167 16.1 156 15.4
EBITDA 4171 4539 4687 5805 4930 6830 9582 15191 17257 20581 27,955 39907 58829 66637
% of sales 180 158 154 172 138 163 16.8 182 176 172 19.0 189 182 18.1
2;‘2::’2':332 and 95 1490 1585 1573 1,660 1,756 1660 2719 3,004 3069 4030 7242 12464 13184
% of sales 42 5.2 52 47 47 42 29 33 31 26 27 34 38 36
EBIT 3206 3049 3102 4233 3270 5075 7022 12472 14,163 17512 23925 32665 46365 53453
% of sales 139 106 102 126 92 121 139 149 14.4 147 16.2 155 143 145
Other income 750 958 1190 631 1254 1,020 1,321 (64) 327 70 1,078 (448) 1,153 1,531
Interest expense 918 6,862 5,902
PBT 395 4007 4202 4863 4524 6,004 9243 12409 14,490 18223 25002 31209 40657 49,082
-PBT margin (%) 174 139 144 194 127 146 16.2 149 148 153 170 148 125 133
Provision for tax 983 992 1062 1347 1121 1588 2339 3198 3,541 422 5461 6,629 9,15 11,053
Effective tax rate (%) 248 248 247 217 248 264 25.3 25.8 244 232 218 212 25 25
Net profit 2074 3015 3231 3517 3403 4,507 6904 9211 10,949 14001 19542 24671 31501 38029
-Growth (%) 23 14 72 89 (32 324 53.2 334 18.9 27.9 33.2 223 38.1 20.7
-Net profit margin (%) 129 105 106 104 95 108 124 10 1.1 17 132 17 97 103

Source: Company, BOBCAPS Researc
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Fig 7 — USD Revenue growth of Hi-Tech vertical (YoY)
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Fig 8 — USD Revenue growth of BFSI vertical (YoY) Fig 9 — Gross Margin, SG&A and EBIT Margin
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Fig 10 — The TCV trend Fig 11 — The ACV trend
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Fig 12 — TTM Attrition Rate (%)

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Fig 13 — Employee Utilization (including trainees)
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Fig 14 — Subcontractor Cost (Professional Cost) as % of
Revenue
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Fig 15 — Quarterly Snapshot

Year to 31 March 20FY24  3QFY24  4QFY24  1QFY25  2QFY25  3QFY25  4QFY25  1QFY26  2QFY26  3QFY26  4QFY26  1QFY27  2QFY27
Rsmn

INRIUSD 827 83.1 833 834 839 85.0 86.4 85.5 88.2 89.4 93.0 95.1 957
%ﬁ? Revenue (USD 292 301 311 328 5 360 375 390 406 423 436 452 488
INR Revenue 117 24982 25006 27372 28972 30623 32421 3333 35807 37782 40559 43032 46639
Gross Margin 7,990 8443 8620 9,043 9678 10622 11304 11760 12883 13655 14312 15117 15740
SGA 3,938 4012 4075 4491 4,870 5244 5,460 5,644 6046 6,331 6635 7,005 7,09
EBITDA 4,052 4,431 4545 4552 4,807 5378 5,844 6,116 6838 7324 7677 8022 8,644
Dep & Amorization 744 787 799 712 745 821 791 938 1,001 1,006 1085 1153 1,667
EBIT 3,308 3,644 3745 3,840 4,062 4,557 5053 5178 587 6318 6502 6869 6977
Other income (net) 250 262 210 165 283 263 (1) 376 31 222 148 (638) (587)
PBT 3,558 3,906 3956 4005 4,345 4,820 5052 5,554 6168 5650 6740 6,231 4537
Tax 925 1,032 802 941 1,005 1,001 1,005 1,305 1,454 1255 1447 1401 1,022
PAT 2633 2874 3154 3,064 3,250 3730 3958 4249 4715 4395 5203 4,830 3515
YoY Growth (%)

USD Revenue 141 137 13.2 16.0 18.4 19.9 207 18.8 176 17.3 16.2 16.0 20.1
INR Revenue 17.7 15.2 149 17.9 20.1 226 25.1 218 236 234 25.1 29.1 303
Gross Profit 16.5 15.1 127 14,0 211 258 311 300 3.1 285 2.6 285 22
EBIT 108 94 8.1 108 28 25.1 %9 %8 37 386 305 27 195
Net Proft 19.7 208 254 39 234 208 %5 387 45.1 178 337 137 (254)
QoQ Growth (%)

USD Revenue 34 3.0 34 56 52 43 42 39 41 41 32 37 78
INR Revenue 39 36 37 57 58 57 59 28 74 55 74 6.1 84
EBIT 46) 102 28 25 58 122 109 25 127 82 43 42 16
Net Proft 15.1 92 97 29) 6.1 148 6.1 74 109 68) 204 )
Margins (%)

Gross Margin 3.1 38 3.3 3.0 34 U7 349 3.3 3.0 3.1 353 3.1 37
SGA 16.3 16.1 157 16.4 16.8 174 16.8 16.9 16.9 16.8 16.4 165 15.2
EBITDA 16.8 17.7 175 16.6 16.6 176 18.0 18.3 19.1 19.4 18.9 186 185
EBIT 137 146 145 14,0 14,0 149 15,6 155 16.3 16.7 16.3 16.0 15.0
PBT 148 156 15.3 146 15,0 15.7 15,6 16.7 17.2 15.0 16.6 145 97
PAT 10.9 15 122 1.2 1.2 122 122 127 13.2 116 13.0 1.2 75

Source: Company, BOBCAPS Research
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Fig 16 — Segmental Information
Segmental Information 2QFY24 3QFY24 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26  4QFY26  1QFY27  2QFY27

Revenues

Banking, Financial Services and

7,791 7,786 7,959 8,432 9,117 9,692 10,468 11,301 12,456 13,213 13,963 14,631 15,715
Insurance

Healthcare & Life Sciences 4657 5448 6278 7311 8065 8483 86902 8427 9027 9605 10663 10911 10980
soware, Hi-Tech and EMerging 11666 11745 11668 11620 11780 12447 13261 13608 14324 14964 15934 17491 19944
Total 24017 24982 25905 27,372 28972 30623 32421 33336 35807 37,782 40550 43032 46,639
QoQ Revenue Growth %

lBa”k'“g* Financial Services and 0.7 (0.9) 22 59 8.1 6.3 8.0 8.0 10.2 6.1 57 48 74
nsurance

Healthcare & Life Sciences 8.1 17.0 15.2 16.5 103 52 25 (30) 71 64 1.0 23 06
|S°ﬂwafe’ Hi-Tech and Emerging 45 07 (0.7) 03) 14 56 65 26 53 45 65 9.8 140
ndustries

Total 39 36 37 57 58 57 59 28 74 55 74 6.1 84
YoY Revenue Growth %

Fa”k'”g* Financial Services and 174 19 9.2 9.0 17.0 2%5 315 3.0 366 3.3 334 295 2.2
nsurance

Healthcare & Life Sciences 206 316 #5 69.7 732 557 384 15.3 119 13.2 27 295 216
Software, Hi-Tech and Emerging 16.8 109 79 42 10 60 136 70 215 202 202 285 392
Industries

Total 17.7 15.2 14.9 17.9 201 226 252 218 236 234 25.1 291 303
Segment Profit

Ezzt;"féeF'"a”C'a' Senvices and 2990 2658 2768 2781 3388 3623 3695 3885 4348 4483 4969 5213 5489
Healthcare & Life Sciences 2178 1979 2269 2699 3109 3608 3354 3041 3460 3532 3996 4014 3855
mﬁ"s”tanr:s HiTechandEmerging  po39 3408 3016 2789 323 3920 4378 4900 5244 4957 5491 604 6383
Total 8108 8135 8053 8268 9730 11150 11427 11827 13053 12973 14455 15271 15727

Segment Profit Margin (%)
Banking, Financial Services and

| 384 341 %8 3.0 372 374 3523 344 %9 39 356 36 %9
nsurance
Healthcare & Life Sciences 468 3.3 361 3.9 385 4025 386 364 383 368 375 368 3541
f°ﬁwafe' Hi-Tech and Emerging 252 208 259 2.0 274 315 330 36.0 366 3.1 %5 %6 320
ndustries
Total 336 326 34 30.2 336 364 35.2 355 365 343 356 355 337

Source: Company, BOBCAPS Research
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Fig 17 — Key Metrics
20FY24 3QFY24 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26  4QFY26  1QFY27  2QFY27

Pand L (USD mn)

Revenue 292 301 311 328 345 360 375 390 406 423 436 452 488
EBIT 40 44 45 46 48 54 58 61 66 7 7 72 73
PAT 32 35 38 37 39 44 46 50 53 49 57 51 37
P and L (Rs mn)

Revenue 24117 24,982 25,906 27,372 28,972 30,623 32421 33,336 35,807 37,782 40,559 43,032 46,639
EBITDA 4,052 4,431 4,545 4,552 4,807 5378 5,844 6,116 6,838 7,324 7,677 8,022 8,644
PAT 2,633 2,874 3,154 3,064 3,250 3,730 3,958 4,249 4,715 4,395 5,293 4,830 3,515

Geographical Mix (%)

North Americas 792 797 80.1 80.7 813 805 805 79.8 79.8 815 814 79.1 814
Europe 95 8.9 7.8 78 7.9 8.2 8.4 9 93 85 8.1 85 74
India 9.7 10.0 10.1 9.8 9.2 94 93 9.8 9.2 7.8 8.3 98 9.2
ROW 16 14 2 17 16 1.9 18 14 17 22 22 26 23
Utilization (%) (including 806 815 80.0 82.1 84.8 87.4 88.1 88.7 88.2 88.4 88.0 865 85.8
Trainees)

Revenue Mix (Delivery of IT

services)

Revenue mix-Onsite 127 13.8 14.8 15.2 15.8 15.1 14.8 145 14.1 14.2 146 15.2 15.7
Revenue mix-Offshore 873 86.2 852 84.8 842 84.9 85.2 855 85.9 85.8 85.4 84.8 843

Clients Concentration (%)

Top 5 clients 283 28.0 29.2 30.7 314 308 32.7 318 329 32.9 315 33.2 38.1
Top 10 clients 39.5 39.3 40.0 415 415 40.0 42.2 42.0 43.2 43.7 421 43.0 46.8
Top 20 clients 50.6 514 511 51.9 52.1 50.9 53.0 53.8 544 54.8 53.6 53.7 56.6
Top 50 clients 66.5 66.7 67.3 67.8 67.9 674 68.7 70.0 701 70.5 69.7 70.7 724

Business Mix (%)

BFSI 323 312 30.7 308 315 317 32.3 33.9 348 35.0 345 34.0 337
Healthcare & Life Science 19.3 218 242 26.7 278 27.8 26.8 253 252 254 26.3 253 235
Tech. Cos. & Emerging Verticals 484 47.0 451 42.5 40.7 40.5 40.9 40.8 40.0 39.6 39.2 40.7 42.8

Emplolyee Metrics

Employees 22,842 23,336 23,850 23,519 23,237 23,941 24,594 25,340 26,224 26,711 27,502 28,640 29,598
Net addition of employees (QoQ) (288) 494 514 (331) (282) 704 653 746 884 487 791 1,138 958
Attrition LTM (%) 13.5 1.9 1.5 11.9 12.0 12.6 12.9 139 138 135 13.0 12.3 119
Productivity Metrics

Per Capita (Annualised) - (USD)

Revenue 51,085 51,518 52,140 55,818 59,441 60,193 61,030 61,546 61,925 63,288 63,431 63,184 65,896
EBIT 7,006 7,515 7,538 7,831 8,334 8,958 9,512 9,560 10,095 10,583 10,309 10,088 9,853
PAT 5,577 5,927 6,348 6,248 6,668 7,331 7,450 7,845 8,154 7,361 8,217 7,004 4,964
Direct and opex cost per capita 44,079 44,003 44,602 47,988 51,107 51,235 51,519 51,986 51,829 52,705 53,123 53,097 56,043

Source: Company, BOBCAPS Research
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Financials

Income Statement Per Share

Y/E 31 Mar (Rs mn) FY25A FY26A FY27E FY28E FY29E YIE 31 Mar (Rs) FY25A FY26A FY27E FY28E  FY29E

Total revenue 119,387 147,485 211,022 324,008 368,577 Reported EPS 91.2 119.7 145.6 200.9 242.6

EBITDA 20,581 27,955 39,907 58,829 66,637 Adjusted EPS 90.2 118.9 144.2 199.1 240.4

Depreciation 3,069 4,030 7,242 12,464 13,184 Dividend per share 349 54.8 65.5 90.4 109.2

EBIT 17,512 23,925 32,665 46,365 53,453 Book value per share 405.4 496.8 569.5 679.1 811.3

Net interest inc./(exp.) 0 0 0 0 0

Other inc./(exp.) 710 1,078 (448) 1,153 1,531 Valuations Ratios

Exceptional items 0 0 0 0 0 YIE 31 Mar (x) FY25A FY26A  FY27TE FY28E  FY29E

EBT 18,223 25,002 31,299 40,657 49,082 EV/Sales 78 6.3 4.0 24 2.2

Income taxes 4,222 5,461 6,629 9,156 11,053 EV/EBITDA 45.0 33.2 213 13.2 12.0

Extraordinary items 0 0 0 0 0 Adjusted P/E 64.8 49.1 40.5 29.3 243

Min. int./Inc. from assoc. 0 0 0 0 0 P/BV 144 11.8 10.3 8.6 7.2

Reported net profit 14,001 19,542 24,671 31,501 38,029

Adjustments 0 0 0 0 0 DuPont Analysis

Adjusted net profit 14,001 19,542 24,671 31,501 38,029 YIE 31 Mar (%) FY25A  FY26A  FY27E  FY28E  FY29E
Tax burden (Net profit/PBT) 76.8 774 775 775 775

Balance Sheet Interest burden (PBT/EBIT) 104.1 100.8 90.1 87.7 91.8

Y/E 31 Mar (Rs mn) FY25A FY26A FY27E FY28E FY29E EBIT margin (EBIT/Revenue) 14.7 16.2 15.5 14.3 14.5

Accounts payables 0 0 0 0 0 Asset turnover (Rev./Avg TA) 211.3 207.7 131.0 133.9 152.8

Other current liabilities 17,299 28,672 61,953 60,303 76,476 Leverage (Avg TA/Avg Equity) 1.0 1.0 1.9 25 2.0

Provisions 4,029 570 1,458 1,723 1,912 Adjusted ROAE 248 26.3 271 31.9 323

Debt funds 0 0 152,950 132,950 112,950

Other liabilities 2,848 6,144 6,384 6,384 6,384 Ratio Analysis

Equity capital 779 789 789 789 789 YIE 31 Mar FY25A FY26A  FY27TE FY28E  FY29E

Reserves & surplus 62,411 77,590 89,310 106,635 127,551 YoY growth (%)

Shareholders’ fund 63,191 78,379 90,098 107,424 128,340 Revenue 216 235 431 53.5 13.8

Total liab. and equities 87,366 113,765 312,843 308,784 326,062 EBITDA 19.3 358 42.8 474 13.3

Cash and cash eq. 10,255 12,183 8,730 (1,233) 15,793 Adjusted EPS 26.7 31.8 213 38.1 20.7

Accounts receivables 19,142 22,231 43,732 51,688 57,357 Profitability & Return ratios (%)

Inventories 0 0 0 0 0 EBITDA margin 17.2 19.0 18.9 18.2 18.1

Other current assets 18,926 30,358 50,510 59,700 66,247 EBIT margin 14.7 16.2 15.5 14.3 14.5

Investments 9,803 16,148 13,538 13,538 13,538 Adjusted profit margin 1.7 13.2 1.7 9.7 10.3

Net fixed assets 13,805 15,232 31,983 25,519 18,335 Adjusted ROAE 248 27.6 29.3 31.9 323

CWIP 42 107 88 88 88 ROCE 238 26.1 15.7 14.8 17.2

Intangible assets 12,338 13,597 121,012 121,012 121,012 Working capital days (days)

Deferred tax assets, net 2,024 3,460 3,880 3,880 3,880 Receivables 59 55 76 58 57

Other assets 1,031 450 1,133 1,133 1,133 Inventory NA NA NA NA NA

Total assets 87,366 113,765 274,606 275,327 297,384 Payables NA NA NA NA NA
Ratios (x)

Cash Flows Gross asset turnover 8.6 9.7 6.6 12.7 20.1

Y/E 31 Mar (Rs mn) FY25A FY26A FY27E FY28E FY29E Current ratio 23 22 1.6 1.8 1.8

Cash flow from operations 8,433 17,789 26,062 32,295 61,261 Net interest coverage ratio NA NA NA NA NA

Capital expenditures (3,787) (3,849) (35,009) (45,160) (45,160) Adjusted debt/equity (0.2) (0.2) 1.6 1.2 0.8

Change in investments (1,367) (4,903) 1,021 0 0 Source: Company, BOBCAPS Research | Note: TA = Total Assets

Other investing cash flows 0 0 0 0 0

Cash flow from investing (5,154) (8,751) (33,988) (45,160) (45,160)

Equities issued/Others 9 10 0 0 0

Debt raised/repaid 51 176 152,960 (20,000) (20,000)

Interest expenses 0 0 0 0 0

Dividends paid (5,387) (8,574) (10,268) (14,175) (17,113)

Other financing cash flows 0 0 0 0 0

Cash flow from financing (5,327) (8,389) 142,693 (34,175) (37,113)

Chg in cash & cash eq. 26 1,928 (3,453) (9,963) 17,026

Closing cash & cash eq. 10,255 12,183 8,730 (1,233) 15,793
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer
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Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
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SEBI Stock Broker Registration No: INZ000159332
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SEBI Merchant Banker Registration No: INM000009926

Phone: +91-22-61389300

Name of the Compliance Officer: Mr. Sameer Khobrekar

Email ID: Compliance@bobcaps.in; Phone no.: +91-22-61389358

For any queries or grievances, you may contact the Grievance Officer.
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Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL - Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.
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Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives

of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.
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Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by
foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and
understood the Risk disclosure document before entering into any derivative transactions.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.

The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities.
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
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