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Demand saturating in key markets and vertical

Newgen reported a sharp miss vs I-Sec estimate on revenue, with growth of 1.9% YoY — much lower than company’s
aspiration of 20%+ YoY growth. Revenue was impacted by lower large-license deals across its key vertical of banking
(-5.2% YoY) and key markets of India (3% YoY) and the Middle East (0.3% YoY). Demand was impacted by macro
headwinds in the Middle East and a pull-back in spends retail lending in India. We cut our EPS estimates by 4-5% led
by a cut in revenue estimates. We model 7%/17%/15% revenue growth in INR terms in FY26/27/28. We continue to
value Newgen at 35x on Q3FY27E to Q2FY28E EPS of INR 28 to arrive at a revised TP of INR 970. Maintain REDUCE.
There is downside risk to margin estimates if revenue growth is lower than expected, as investments are front-loaded.

Sharp miss on revenue

Newgen reported revenue growth of 1.9% YoY in INR terms, much below our
expectations of +13.4% YoY and the company’s guidance of 20% YoY revenue
growth. Weakness was led by muted license sales (-12.7% YoY) across its key
vertical of banking (-5.2% YoY) and key markets of India (3% YoY) and the
Middle East (0.3% YoY). Quantum of large deal wins has reduced and the pace
of closures has slowed, especially in digital lending and trade finance areas. In
India, clients have pulled back spends in retail lending and demand is likely
saturated in large private and public sector banks. In the Middle East, the
company faced visa and travel restrictions in the key market of Saudi Arabia
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Market Data

and was impacted by oil price volatility. Market Cap (INR) 145bn
Market Cap (USD) 1,689mn
Subscription revenue saw good pick-up with 20% YoY growth in Q1FY26. Bloomberg Code NEWGEN IN
Management expects license sales to pick-up in H2FY26 led by renewals and ~ Reuters Code NEWG BO
. T 52-week Range (INR) 1,799 /740
their efforts to close large deals in pipeline. Support and ATS/AMC are also Free Float (%) 440
0, b
expected to pick-up from H2 as the elongated execution cycle of some public  Ap7v.3 (mn) (USD) 173
sector bank deals complete.
1 0,
12 new logo addition is healthy and in-line with prior quarters leading to Price Performance (%)  3m _ 6m 12m
higher small deal wins. Growth momentum is healthy in healthcare insurance Abso'.Ute 108 (35.3) (2.1)
. . Relative to Sensex 6.1 (42.6) (4.1)
and government segments where deal sizes are lower vs. banking. The
company is focussing on improving wins in newer growth areas of fintech and
NBFCs in banking ESG Score 2023 2024 Change
ESG score NA 69.3 NA
. . nvironment 5
F IS Envi NA 46.2 NA
Inancial summary Social NA 634 NA
Y/E March (INR mn) FY25A FY26E FY27E FY28E Governance NA 86.6 NA
Net Revenue 14.869 15,943 18.713 21.465 Note - Score ranges from O - 100 with a higher
EBITDA 3'762 3’725 4’422 5’076 score indicating higher ESG disclosures.
EBITDA Margin (%) 253 234 236 236 SelliEss 12 2216, e [eeeeE
Net Profit 3,152 3,148 3,824 4,308 .
EPS (INR) 225 22.4 27.2 30.7 Earnings FY26E FY27E FY28E
Revisions (%)
EPS % Chg YoY 25.0 (0.5) 215 12.7
P/E (x) 455 45.8 37.7 335 ES\(TeSZe g; g g
EV/EBITDA (x) 35.7 35.6 295 25.2 EPS (4) (5) (5)
RoCE (%) 19.6 15.8 16.3 16.0
RoE (%) 23.0 19.2 20.1 194

Previous Reports

01-07-2025: Technology Q1FY26 Preview

03-05-2025: Q4FY25 results review

Please refer to important disclosures at the end of this report
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EBIT margin impacted by operating deleverage

EBIT margin came in at 11.2%, down 147bps YoY (I-sec: 10.2%). EBIT, at INR 359mn,
was down 10% YoY. Sales and marketing investments accounted for 26% of revenue
and R&D accounted for 9% of revenue. We foresee downside risks to margins if
revenue growth does not recover in H2, as investments in sales and marketing and
R&D are front loaded.

Other highlights

e Key wins in Q1FY26 include — 1) USD 2.5mn win in banking vertical in EMEA. 2)
USD 1.6mn win in Saudi Arabia. 3) Added an insurance and healthcare customer
in Philippines. 4) Working with small finance bank in India.

e Newgen was granted a patent for inventing the ‘System and Method for Data
Compression’, addressing efficient data compression for large volumes of data
files. Total patent grants now at 25.

Key risks

Key downside risks: 1) High competition, particularly with large consolidated players; 2)
adverse macros in key markets of India and EMEA; and 3) elongation of deal execution
cycles.

Key upside risks: 1) Continued strong macro tailwinds in India and EMEA; and 2)
earlier-than-expected recovery in US market.

Q1FY26 performance

INR mn Q1FY26 Q4FY25 QoQ Q1FY25 YoY Q1FY26 ISEC estimates  Actual vs ISEC
Sales 3,207 4,299 -25.4% 3,147 1.9% 3,568 -10.1%
EBITDA 450 1,372 -67.2% 477 -5.6% 464 -3.0%
EBITDA Margin 14.0% 31.9% -1788 bps 15.1% -111 bps 13.0% 103 bps
PBT 641 1,413 -54.6% 615 4.3% 516 24.3%
Tax 144 329 -56.3% 139 3.3% 119 21.3%
Tax Rate 22.4% 23.3% -87 bps 22.6% -21 bps 23.0% -56 bps
Reported PAT 497 1,083 -54.1% 476 4.6% 397 25.2%
EPS 35 7.6 -54.5% 33 4.5% 2.8 24.1%

Source: I-Sec research, Company data

Change in estimates

INR mn FY26E FY27E __ FY28E FY26E FY27E __ FY28E FY26E FY27E___ FY28E
Revenues 15943 18713 21465 17032 19781 22691 -6% -5% -5%
EBITDA 3,725 4,422 5,076 4,024 4,675 5,366 7% -5% -5%
EBITDA margin 234 236 236 236 236 236 -30bps Obps Obps
Diluted EPS (INR/share) 218 265 29.9 228 278 31.4 -4% -5% -5%

Source: I-Sec research, Company data

Core vertical of banking declined 5.2% YoY, growth led by Government and Others in Q1FY26
Q3FY23  Q4FY23 Q1FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25 Q3FY25  Q4FY25

Vertical revenue growth YoY Q2FY24

Banking and Financial Services 33.9% 39.7% 44.7% 23.2% 26.5% 34.4% 19.8% 25.4% 9.8%

Government/ PSUs -8.5% -20.9% 4.2% -30.8% 74.6% 2.5% -10.7% 5.8% 23.6% 14.6% 22.3%
Healthcare + Insurance 54.9% 41.2% 8.8% 9.7% 34.9% 6.6% 44.3% 67.9% -15.3% 23.4% 8.7%
Others -12.9% 17.2% 33.9% -9.2% -1.2% 38.4% -23.0% 7.8% 17.8% 40.0% 40.1%

Total 259%  318%  339%  297%  27.0%  23.0%  250%  232%  17.8%  14.6%|  19%

Source: I-Sec research, Company data
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Revenue growth is muted across all geographies in Q1FY26

Geo revenue growth YoY Q3FY23  Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24 QIFY25 Q2FY25 Q3FY25 Q4FY25  QIFY26
India 39.9% 37.9% 24.5% 37.9% 29.3% 38.9% 19.7% 18.9% 9.7% 11.0% 3.0%
EMEA 26.9% 33.8% 38.4% 34.4% 41.4% 42.3% 25.0% 21.3% 18.9% 0.3%
APAC 18.1% 4.2% 45.7% 2.2% 17.8% 7.1% 52.9% 43.5% 2.8%
us 13.4% 39.9% 35.8% 29.9% 12.6% 12.9% 16.7% 13.3% 38.7% 2.2%
Total 25.9% 31.8% 33.9% 29.7% 27.0% 23.0% 25.0% 23.2% 17.8% 14.6% 1.9%

Source: I-Sec research, Company data

Revenue growth led by ATS/AMC and SaaS

Service line revenue growth YoY  Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26
Sale of products — softwares 15.8% 39.1% 5.0% -6.2% 29.5% 3.0% 55.7% 82.3% 31.7% -12.7%
Annuity based revenue

AMC/ATS 20.4% 14.8% 16.5%

Support 29.8%

SaaS Revenue 64.8% 47.3%
26.9% 3.5% 13.6%
27.0% 23.0%

Sale of services 7.0%
Total 25.9%

25.0%

Source: I-Sec research, Company data

Key large deal-win announcements in FY25 and Q1FY26

Date Geo TCV Duration Client name Type of Project
4th June 25 International USD 2.5 mn 5 years NA Digital transformation across multiple lines of business.
12th May 25  Saudi Arabia USD 1.632mn  1year NA Delivery of software licenses and related services as part of ATS

(Annual Technocal Support)
License, implementation and maintenance of the LOS, Account

1st Apr 25 India INR 175.1 mn 5 years NA Opening and DMS

1st Apr 25 us USD 1.675mn  5years NA NA

31stMar25 US USD 1.27 mn 3years NA NA

29th Mar 25  Singapore SGD 1.59 mn 3years NA NA
Supply, implementation, integration, management and

29th Mar 25  India INR 353 mn 5 years NA maintenance of Centralized Trade Finance (CTF) solution including
customer web portal

27thMar25  US USD 1.385mn  5years NA NA

26th Mar 25 International USD 1.285mn  5years NA Enterprise Content Management Solution (ECM)

26th Feb 25  US USD 1.93 mn 3 years NA NA

1st Feb 25 India INR 129.2 mn 6 years NA Implementation and support services

23rd Jan 25 us USD 3mn 5 years NA NA

9th Jan 25 us USD 2576 mn  3years NA Enterprise Content Management.

31st Dec 24  International USD 1.64 mn 5 years NA Credit Automation services

31st Dec 24  Singapore SGD 1.74 mn 4.5 years NA Knowledge and Records Management System (KRMS).

31stDec24 US USD 1.83 mn 2 years NA Digital Account Opening, Retail Loans, ECM & Collection Upgrade

31st Dec 24  India INR 209 mn 1 year NA Newgen Remittance system- License cost

27th Dec 24  India INR 239.9 mn 6 years Aye Finance Loan Origination Solution

27th Dec 24  Dubai USD 2 mn 1 year NA Digital Lending and Onboarding Platform for Retail Product

24th Dec 24  Saudi Arabia USD 2.267 mn 1 year NA NA

3rdDec24  India ~INR3245mn 7years  RBI L;I"Gpr:Z’;‘:r:t::fgy‘;i‘:mm(gzﬁg;’”Ce of the Regulatory Application

30th Sep 24 US USD 1.5 mn 5 years NA Enterprise Content Management Solution

30th Sep 24  India INR 169.2 mn 10 years NA NA

30th Sep 24  Saudi Arabia USD 1.5 mn 2.4 years NA NA

26th Sep 24  India INR 250 mn 5 years NA NA

28th Jun 24 International USD 1.3 mn 5 years NA NA

28th Jun 24 India INR 130 mn 6 years NA NA

Source: Company data, I-Sec research
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Newgen is trading at 40x (one-year forward P/E) above its avg+1SD of
35x

Newgen 1yr forward P/E
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Source: I-Sec research, Company data
Shareholding pattern Price chart
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Financial Summary

Profit & Loss
(INR mn, year ending March)

Cashflow statement
(INR mn, year ending March)

FY25A FY26E FY27E FY28E
CFO before WC changes 4,406 3,725 4,422 5,076
CFO after WC changes 2,858 3,423 3,656 4,315
Tax Paid (708) (936) (1,142) (1,287)
Cashflow from 2150 2487 2513 3028
Operations
Capital Commitments 236 239 281 322
Free Cashflow 1,914 2,248 2,233 2,706
Other investing cashflow (1,490) 792 994 1,027
Cas.hfl?w from Investing (1,726) 553 714 705
Activities
Dividend and Buyback (561) (724) (880) (991)

Inc (Dec) in Borrowings - - - -
Others 47 (55) (57) (57)
Cash flow from

FY25A FY26E FY27E FY28E
Net Sales (USD mn) 176 186 215 247
Net Sales (INR. mn) 14,869 15,943 18,713 21,465
Operating Expense 11,107 12,218 14,290 16,389
EBITDA 3,762 3,725 4,422 5,076
EBITDA Margin (%) 25.3 23.4 23.6 23.6
Depreciation & Amortization 330 378 393 451
EBIT 3,431 3,347 4,029 4,625
Interest expenditure - - - -
Other Non-operating 588 737 937 969
Income
Recurring PBT 4,019 4,084 4,967 5,595
Profit / (Loss) from
Associates . . . )
Less: Taxes 867 936 1,142 1,287
PAT 3,152 3,148 3,824 4,308
Less: Minority Interest - - - -
Net Income (Reported) 3,152 3,148 3,824 4,308
Extraordinaries (Net) - - - -
Recurring Net Income 3,152 3,148 3,824 4,308
Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)
FY25A FY26E FY27E
Total Current Assets 11,395 14,204 17,557 21,297
of which cash & cash eqv. 4,155 6,416 8,706 11,391
Tota! (_Zurrent Liabilities & 4196 4.433 4668 4901
Provisions
Net Current Assets 7,199 9,772 12,889 16,395
Investments 5,084 5,084 5,084 5,084
Net Fixed Assets 1,722 1,583 1,470 1,342
ROU Assets 774 774 774 774
Capital Work-in-Progress - - - -
Goodwill 28 28 28 28
Other assets 954 954 954 954
Deferred Tax Assets 213 213 213 213
Total Assets 16,254 18,691 21,735 25,209
Liabilities
Borrowings - - - -
Deferred Tax Liability - - - -
provisions 555 568 666 823
other Liabilities 535 535 535 535
Minority Interest - - - -
Equity Share Capital 15,164 17,589 20,533 23,850
Reserves & Surplus* - - - -
Total Net Worth 15,164 17,589 20,533 23,850
Total Liabilities 16,254 18,691 21,735 25,209
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Sep-23 Dec-24  Mar-25 Jun-25
Net Sales 3,612 3,811 4,299 3,207
% growth (YOY) 23.2 17.8 14.6 1.9
EBITDA 830 1,083 1,372 450
Margin % 23.0 28.4 31.9 14.0
Other Income 185 84 141 294
Adjusted Net Profit 703 890 1,083 497

Source Company data, I-Sec research

1
Financing Activities (681) (779) (937) (1,048)
Chg. in Cash & Bank (258) 2,261 2,291 2,684
balance
Closing cash & balance 3,502 6,416 8,706 11,391
Source Company data, I-Sec research
Key ratios
(Year ending March)

FY25A FY26E FY27E FY28E
Per Share Data (INR)
Reported EPS 225 224 27.2 30.7
Diluted EPS 219 21.8 26.5 29.9
Cash EPS 249 25.1 30.0 33.9
Dividend per share (DPS) 5.0 5.2 6.3 7.1
Book Value per share (BV) 108.4 125.3 146.2 169.8
Dividend Payout (%) 229 23.6 23.6 23.6
Growth (%)
Net Sales 195 7.2 17.4 14.7
EBITDA 30.2 (1.0) 18.7 14.8
EPS 25.0 (0.5) 215 12.7
Valuation Ratios (x)
P/E 455 45.8 37.7 335
P/CEPS 41.2 40.9 34.2 30.3
P/BV 9.5 8.2 7.0 6.0
EV /EBITDA 35.7 35.6 295 25.2
P/S 9.7 9.0 77 6.7
Dividend Yield (%) 0.5 0.5 0.6 0.7
Operating Ratios
EBITDA Margins (%) 253 234 23.6 23.6
EBIT Margins (%) 23.1 21.0 215 215
Effective Tax Rate (%) 216 229 23.0 23.0
Net Profit Margins (%) 21.2 19.7 20.4 20.1
Inventory Turnover Days - - - -
Fixed Asset Turnover (x) 8.8 9.6 12.3 15.3
Receivables Days 123 134 130 131
Payables Days 12 12 12 12
Working Capital Days 62 73 74 78
Net Debt / EBITDA (x) (28.0) (30.4) (35.1) (36.5)
Profitability Ratios
RoCE (%) 19.6 158 16.3 16.0
RolC (%) 55.4 51.3 54.0 55.3
RoNW (%) 23.0 19.2 20.1 19.4

Source Company data, I-Sec research
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This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities, Inc.
(Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICIC| Securities, Inc. (Singapore branch) are as follows:
Address: 10 Collyer Quay, #40-92 Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@icicisecuritiesinc.com and Kadambari_balachandran@icicisecuritiesinc.com.

"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports and
no charges are levied for providing research reports to such investors."

New [-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise)
BUY: >15% return; ADD: 5% to 15% return; HOLD: Negative 5% to Positive 5% return; REDUCE: Negative 5% to Negative 15% return; SELL: < negative 15% return
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1/We, Ruchi Mukhija, CA; Aditi Patil, MBA; Seema Nayak, MBA; authors and the names subscribed to this report, hereby certify that all of the views expressed in this research
report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to
the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of the ICICI Securities Inc.
It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve
months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
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the details in respect of which are available on www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates
might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities
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Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.
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The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail Research.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
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