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Another all-round beat Previous Rating =g Sector IT Services
Shares o/s (mn) 4,260

Summary V/s Consensus Market cap. (Rsmn) 5,911,030

Infosys’ (INFO) had another quarter of an all-round beat to ours and consensus EPS (Rs) FY21E FY22E FY23E  Market cap. (USS mn) 80,807

forecast. Q3FY21 revenue grew by 5.3% QoQ in CC and 6.2% QoQ in USS$ vs. our forecast IDBI Capital 461  53.2 59.8  3-mdaily average value (Rsmn) 6,826.6

+2.4% in CC. EBIT margin improved by 7bps QoQ to 25.4% vs. our forecast of 24.6%. EPS Consensus 44.9 51.0 573  52-week high / low Rs1,393 /511

of Rs12.2, +7.2%/+16..5% QqQ/YoY was also a beat to our forecast. ' % difference 57 a4 43 Sensex / Nifty 49,492 / 14,565

Q3FY21 saw an all-time high large-deal TCV of US$7.13 bn (net-new being ~73%).

Further, the increase in FY21 guidance was also a beat. INFO has now guided for CC

revenue growth of 4.5-5% vs. 2-3% earlier and EBIT margin of 24-24.5% vs. 23-24%. Shareholding Pattern (%) Relative to Sensex (%)

Further, it is confident of a double-digit revenue growth in FY22. Promoters 13.0 1800

We factor the beat in Q3FY21, TCV & outlook for deal pipeline, FY21 guidance revision Fll 313 1600 4

and increase FY21/22/23 revenue (in USS) by 2.8%/4.8%/4.6% and EPS by DIl 247 1400 1

4.1%/4.6%/4.8. We now forecast revenue/EPS CAGR of 12.3%/13.9% over FY21-23E. Public 310 1200 -

Given strong growth and RoE of 30%+ we increase our target PER to 26x (vs. 30x for 100.0 4

TCS) from 23x earlier. We now recommend ACCUMULATE with new TP of Rs1,554. - 80.0 A

R . Price Performance (%)

Key Highlights and Investment Rationale am am aam  nRnEomEeoEEEmEEL

® Second consecutive quarter of strong QoQ growth EEeiaTTLIZTRRLLL
Q3FY21 revenue grew by 5.3% QoQ in CC (Est. +2.4%). Digital solutions (50.1% of Absolute 193 198 794 Czo wz2<3°7"I00z0"
revenue) grew by +31.3% YoY in CC. Financial Services (33.1% of revenue) grew at a Rel to Sensex 12.0 (2.0) 61.2 Infosys Ltd sensex
whopping 12% QoQ in CC. North America (61.6% of revenue) outperformed with a 8.8%
QoQ growth in CC. However, US$100 mn clients declined by 1 QoQ to 29 and attrition Financial snapshot (Rs mn)
increased to 10%, +220bps QoQ. Year FY2019 FY2020 FY2021E FY2022E FY2023E
Q3FY21 saw EBIT margin remaining stable (+7bps QoQ) at 25.4%. INFO was able to more than Revenue 826,760 907,910 1,005,911 1,133,719 1,262,312
off-set the impact of transition of large deal (-50bps), promotions (-20bps) and increase in EBITDA 208,900 222,680 278,868 311,545 349,045
sub-contracting & other costs through operational efficiencies (higher utilization, offshore EBITDA (%) 753 245 27.7 275 27.7
share and others; +100bps). o Adj. PAT 161,260 165950 195382 225607 253,510

B Q3FY21 sees a surge in TCV of large-deals to an all-time high EPS (Rs) 372 39.1 6.1 535 593
INFO has secured 22 large deals with an all-time high TCV of US$7.13 bn of which 73% is ' ’ ’ ' '
net-new TCV. In addition to its largest ever deal in the manufacturing vertical. it has EReiGav il 2 35 17.7 — L2
secured a USS500 mn+ deal. As regards the vertical mix of these deals, it has secured 8 PE (x) 37.3 35.5 30.1 26.1 23.2
deals in financial Services, 4 each in ENU & manufacturing, 3 in Communications and 1 Dividend Yield (%) 13 13 2.6 3.0 33
each in retail, Hi-tech and others. These deals include 13 in the US, 7 in Europe and 2 EV/EBITDA (x) 27.4 25.2 19.9 17.6 15.6
from ROW. INFO confirmed that the deal-pipeline remains strong. Given by the RoE (%) 24.8 25.5 28.9 31.3 32.8
momentum in large deal-wins and pipeline it has increased its FY21 revenue growth RoCE (%) 294 28.9 34.3 36.3 38.2

guidance to 4.5%-5% vs. 2%-3% earlier and is confident of a double-digit growth in FY22.
Urmil Shah | urmil.shah@idbicapital.com | +91-22- 2217 1861

Source: Company; IDBI Capital Research

January 14, 2021
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Exhibit 1: Financial snapshot (Rs mn)
Year-end: March Q3FY21 Q2FY21 QoQ (%) Q3FY20 YoY (%) ‘
Revenues (US$ mn) 3,516 3,312 6.2 3,243 8.4
Revenues 259,270 245,700 5.5 230,920 12.3
Q3FY21 revenue growth of 5.3% QoQ in COGS 159,520 149,160 6.9 146,360 9.0
CC was a beat to our forecast. Gross profit 99,750 96,540 3.3 84,560 18.0
SG&A 25,610 25,710 (0.4) 26,550 (3.5)
EBITDA 74,140 70,830 4.7 58,010 27.8
Depreciation & amortization 8,250 8,550 (3.5) 7,370 11.9
EBIT margin remained stable at25.4%,
also higher than our forecast. EBIT 65,890 62,280 5.8 50,640 30.1
Other income 5,620 5,220 7.7 7,850 (28.4)
PBT 71,510 67,500 5.9 58,490 22.3
Tax 19,360 18,920 2.3 13,830 40.0
Minority interest 180 130 n.m. 90 n.m.
Adjusted net profit 51,970 48,450 7.3 44,570 16.6
Exceptional item 0 0 n.m. 0 n.m.
Reported net profit 51,970 48,450 7.3 44,570 16.6
Diluted EPS (Rs) 12.2 11.4 7.2 10.5 16.5
As % of net revenue
Gross profit 38.5 39.3 36.6
SG&A 9.9 10.5 11.5
EBITDA 28.6 28.8 25.1
EBIT 254 253 21.9
Reported net profit 20.0 19.7 19.3
Tax rate 27.1 28.0 23.6

Source: Company; IDBI Capital Research
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Exhibit 2: Actual vs. estimates

Year to March Q3FY21 Q3FY21E Variance (%)
Revenue (USS mn) 3,516 3,403 3.3
Revenue (Rs mn) 259,270 251,069 3.3
EBIT (Rs mn) 65,890 61,837 6.6
EBIT margin (%) 254 24.6 78bps
PAT (Rsmn) 51,970 50,223 3.5
PAT margin (%) 20.0 20.0 4bps
EPS (Rs) 12.2 11.8 3.5

Source: Company; IDBI Capital Research

Exhibit 3: Earning Revision

FY21E FY22E FY23E
(Yr to Mar) New Old Chg (%) New Old Chg (%) New Old Chg (%)
Total Revenue (USS mn) 13,521 13,155 2.8 15,321 14,621 4.8 17,058 16,312 4.6
Total Revenue (Rs bn) 1005.9 979.8 2.7 1134 1082 4.8 1262 1207 4.6
EBIT margin (%) 24.5 23.9 58 bps 24.4 24.4 4bps 24.7 24.6 8bps
EPS (Rs/sh) 46.1 44.2 4.1 53.2 50.8 4.6 59.8 57.0 4.8

Source: Company; IDBI Capital Research

Exhibit 4: Large clients trend

Year-end: March Q4FY19 Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21
USS1 mn+ 662 680 693 705 718 729 745 761
USS$10 mn+ 222 228 228 232 234 236 242 246
USS$50 mn+ 60 59 61 61 61 60 60 60
US$100 mn+ 25 27 27 28 28 25 30 29

Source: Company; IDBI Capital Research
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Exhibit 5: Q3FY21 revenue growth was higher than our forecast
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Source: Company; IDBI Capital Research

Exhibit 6: Q3FY21 EBIT margin was also beat to our forecast
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Exhibit 7: Revenue growth across various segments (%)

Parameters % of revenue YoY growth (in CC)
Total revenue 6.6
50.1 313

Digital revenue

Geography % of revenue  QoQ growth (in CC)
us 61.6 8.8
Europe 24.0 1.3
India 2.6 4.3
ROW 11.8 6.1
Verticals % of revenue  QoQ growth (in CC)
Financial Services 33.1 12.0
Retail 14.7 2.0
Communications 12.4 0.8
Energy, Utilities, Resources and Services 12.5 4.9
Manufacturing 9.3 (4.1)
Hi Tech 8.2 17.4
Life Sciences 7.1 11.0
Others 2.7 2.7

Source: Company; IDBI Capital Research
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Exhibit 8: Utilisation including trainees continued to see improvement
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Source: Company; IDBI Capital Research

Exhibit 9: One-year forward PER trend
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Financial Summary

Profit & Loss Account (Rsmn) Cash Flow Statement (Rsmn)
Year-end: March FY20 FY21E FY22E FY23E Year-end: March FY20 FY21E FY22E FY23E
Net sales 907,910 1,005,911 1,133,719 1,262,312 Pre-tax profit 220,080 269,302 305,955 343,662
Growth (%) 9.8 10.8 12.7 11.3 Depreciation 21,790 32,412 34,722 37,032
Operating expenses (685,230)  (727,043) (822,174) (913,267) Tax paid (54,440) (73,021) (79,548) (89,352)

hgi ki ital 23,2 14,881 12
EBITDA 222,680 278,868 311,545 349,045 Che in working capita (23,260) (14,881) 999 (12,859)
Other operating activities 27,758 26,828 (11,503) (11,573)
Growth (%) 6.6 25.2 11.7 12.0
Cash flow from
o X W 191,928 240,642 332,709 266,909
Depreciation (28,940) (32,412) (34,722) (37,032) operations (a)
EBIT 193,740 246,455 276,822 312,012 Capital expenditure (56,560) (20,000) (22,000) (22,000)
Chg in investments - - - -
Interest paid (1,690) (1,850) (1,600) (1,600)
Other investing activities - - - -
Other income 28,030 24,697 30,732 33,250
Cash flow from investing (b) (56,560) (20,000) (22,000) (22,000)
Pre-tax profit 220,080 269,302 305,955 343,662
Equity raised/(repaid) (83,094) - - -
Tax (53,680) (73,021)  (79,548)  (89,352)
Debt raised/(repaid) - - - -
Effective tax rate (%, 24.4 27.1 26.0 26.0
2z %) Dividend (incl. tax) (89,063) (152,680) (178,126) (195,091)
Net profit 166,400 196,282 226,407 254,310 Chg in minorities 2,910 (900) (800) (800)
Adjusted net profit 165,950 195382 225,607 253,510 Other financing activities . . . ]
Growth (%) 2.9 17.7 15.5 12.4 Cash flow from financing ()  (169,248) (153,580) (178,926) (195,891)
Shares o/s (mn nos) 4,241 4,241 4,241 4,241 Net chg in cash (a+b+c) (33,880) 67,062 49,699 49,019
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Balance Sheet

Year-end: March FY20
Net fixed assets 205,750
Investments -
Other non-curr assets 117,360
Current assets 587,130

Inventories -

Sundry Debtors 184,870

Cash and Bank 274,410

Loans and advances 127,850
Total assets 910,240
Shareholders’ funds 654,500
Share capital 21,206
Reserves & surplus 633,295
Total Debt -

Secured loans -

Unsecured loans -

Other liabilities 38,570
CurrLiab&prov 213,230
Current liabilities 192,610
Provisions 20,620
Total liabilities 251,800

Total equity & liabilities 910,240

Book Value (Rs) 154

Source: Company; IDBI Capital Research

FY21E

193,338

90,532

680,450

192,914
341,472
146,064

964,320

697,202
21,206

675,997

38,570
224,608
198,426

26,181
263,178
964,320

164

FY22E

180,615

102,035

757,688

201,895
391,171
164,622

1,040,338

744,683
21,206

723,477

38,570
253,145
223,638

29,508
291,715

1,040,338

176

(Rsmn)
FY23E

165,583

113,608

848,279

224,795
440,190
183,295

1,127,470

803,101
21,206

781,896

38,570
281,859
249,004

32,855
320,429

1,127,470

189

Financial Ratios

Year-end: March FY20  FY21E FY22E  FY23E ‘
Adj. EPS (Rs) 39.1 46.1 53.2 59.8
Adj. EPS growth (%) 5.3 17.7 15.5 12.4
EBITDA margin (%) 24.5 27.7 27.5 27.7
Pre-tax margin (%) 24.2 26.8 27.0 27.2
ROE (%) 25.5 28.9 31.3 32.8
ROCE (%) 28.9 34.3 36.3 382

Turnover & Leverage ratios (x)

Asset turnover (x) 1.0 1.1 1.1 1.2
Leverage factor (x) 1.3 1.4 1.4 1.4
Net margin (%) 18.3 19.4 19.9 20.1
Net Debt/Equity (x) (0.4) (0.5) (0.5) (0.5)

Working Capital & Liquidity ratio

Receivable days 74 70 65 65
Payable days 15 10 10 10
Valuation
Year-end: March FY20 FY21E FY22E FY23E ‘
P/E (x) 35.5 30.1 26.1 23.2
Price / Book value (x) 9.0 8.4 7.9 7.3
PCE (x) 30.2 25.8 226 20.3
EV / Net sales (x) 6.2 5.5 4.8 4.3
EV / EBITDA (x) 25.2 19.9 17.6 15.6
Dividend Yield (%) 1.3 2.6 3.0 3.3
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Dealing (91-22) 6836 1111 dealing@idbicapital.com

Key to Ratings Stocks:
BUY: Absolute return of 15% and above; ACCUMULATE: 5% to 15%; HOLD: Upto +5%; REDUCE: -5% to -15%; SELL: -15% and below.

IDBI Capital Markets &Securities Ltd.
Equity Research Desk
6th Floor, IDBI Tower, WTC Complex, Cuffe Parade, Colaba, Mumbai — 400 005. Phones: (91-22) 2217 1700; Fax: (91-22) 2215 1787; Email: info@idbicapital.com

SEBI Registration: BSE & NSE (Cash & FO) —INZ000007237, NSDL — IN-DP-NSDL-12-96, Research — INH000002459, CIN — U65990MH1993G0I1075578
Compliance Officer: Christina D’souza; Email: compliance@idbicapital.com; Telephone: (91-22) 2217 1907

Disclaimer

This report has beenpublished by IDBI Capital Markets & Securities Ltd. (hereinafter referred to as “IDBI Capital”) for private circulation. This report should not be reproduced or copied or made available to others. No person associated with IDBI Capital is obligated to call or
initiate contact with you for the purposes of elaborating or following up on the information contained in this report. The information contained herein is strictly confidential and meant for solely for the selected recipient and may not be altered in any way, transmitted to copied
or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without the prior written consent of IDBI Capital.

Recipients may not receive this report at the same time as other recipients. IDBI Capital will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from the public domain or sources believed to be reliable, but we do not make any representation or warranty that it is accurate, complete or up-to-date and it should not be relied upon as such. While reasonable care has been taken to
ensure that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable, due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it should not be relied upon as such. In so far
as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Opinions expressed are current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis, the information discussed in this material, IDBI Capital, its directors, employees are under no obligation to update or keep the
information current. Further there may be regulatory, compliance, or other reasons that prevent us from doing so.

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice.

IDBI Capital, its directors and employees and any person connected with it, will not in any way be responsible for the contents of this report or for any losses, costs, expenses, charges, including notional losses/lost opportunities incurred by a recipient as a result of acting or non-
acting on any information/material contained in the report.

This is not an offer to sell or a solicitation to buy any securities or an attempt to influence the opinion or behavior of investors or recipients or provide any investment/tax advice.

This report is for information only and has not been prepared based on specific investment objectives. The securities discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on their own investment objectives,
goals and financial position and based on their own analysis.

Trading in stocks, stock derivatives, and other securities is inherently risky and the recipient agrees to assume complete and full responsibility for the outcomes of all trading decisions that the recipient makes, including but not limited to loss of capital.
Opinions, projections and estimates in this report solely constitute the current judgment of the author of this report as of the date of this report and do not in any way reflect the views of IDBI Capital, its directors, officers, or employees.

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 IDBI Capital 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 report
may come are required to inform themselves of and to observe such restriction.

E-mail is not a secure method of communication. IDBI Capital cannot accept responsibility for the accuracy or completeness of any e-mail message or any attachment(s).

This transmission could contain viruses, be corrupted, destroyed, incomplete, intercepted, lost or arrived late. IDBI Capital, its directors or employees or associates accept no liability for any damage caused, directly or indirectly, by this email.
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