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BUY 

Transforming enterprises through scalable intelligent innovation 

Coforge (COFORGE)   
 

 Summary 

Coforge reported a strong Q2FY26 with consolidated revenue of INR 3,855 crore 

(USD 462mn), growing 8.1%/26.7% QoQ/YoY in INR terms, driven by robust 

growth in Travel (+6.4%), Healthcare, Retail & Hi-Tech (+5.9%), Insurance 

(+1.8%), and BFSI (+4%) sectors. EBIT margin expanded 251bps QoQ to 14%, 

supported by lower ESOP costs and operating leverage, despite higher hedge 

losses. PAT margin improved to 9.4%. Order intake reached USD 514mn with 

five large deals, lifting the executable order book to USD 1.63bn, up 26.7% YoY. 

Employee strength increased to ~35K with a low attrition rate of 11.4% and 

utilization at 82.3%. Free cash flow was strong at USD 37mn, with a healthy FCF 

to PAT ratio of 86%. Management reaffirmed FY26 guidance targeting 14% EBIT 

margin and 70-80% FCF conversion, with FY27 revenue aimed at USD 2bn. 

Company’s distinctive AI-led solutions, including proprietary platforms across 

automation & software engineering, fuel its ongoing enterprise transformation 

work and margin expansion. We reiterate our BUY rating, valuing the stock with 

an upgraded target price of Rs 2,030, implying 38.1x FY27E EPS. 

Key Highlights and Investment Rationale 

 AI-led capabilities: Coforge drives enterprise transformation through AI-led 

platforms like Code Insight AI, BlueSwan, and Quasar AI, enabling intelligent 

automation, scalable AI deployment, and operational efficiency.  

 Margin & Deal wins: Margin expanded by 251 bps QoQ to 14%, driven by 

operational efficiency/favorable project mix. The company signed five large 

deals this quarter, contributing to a robust order intake of USD 514mn, with 

the executable order book growing 26.7% YoY to USD 1.63bn, signaling strong 

sales execution and growth momentum.  

Financial snapshot (Rs mn) 

Year FY23 FY24 FY25 FY26E FY27E 

Revenue 80,146  90,089  1,20,507   1,60,470  1,87,586  

Change (yoy, %) 25  12  34   33  17  

EBITDA 14,053  15,138  19,778  26,786  33,263  

Change (yoy, %) 26  8  31   35  24  

EBITDA Margin(%) 17.5  16.8   16.4   16.7  17.7  

Adj.PAT 6,938  8,267  8,188  14,252  17,784  

EPS (Rs) 21  27  25   43  53  

Change (yoy, %) (3.7) 28.0   (7.8)  72  25  

PE(x) 83.7  65.4   71.0   41  33  

Dividend Yield (%)  0.7   0.9   1.1   2  2  

EV/EBITDA (x) 41  36  29   21  16  

RoE (%) 24  25  16   17  16  

RoCE (%) 30  29  22   19  19  
Source: IDBI Capital Research 

 TP Rs 2,030 

CMP Rs1,761 
 Potential upside/downside 15% 
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 Absolute 14.4  4.2   13.7 
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Other Key Concall Highlights 

 Consolidated revenue stood at INR 3,855mn/USD 462.1mn, +8.1% QoQ / +26.7% YoY in INR terms and 

+4.5% QoQ / +26.7% YoY in USD terms, with constant currency growth of 5.9%. Growth was driven by 

Travel (+6.4% QoQ), Healthcare, Retail & Hi-Tech (+5.9% QoQ), Insurance (+1.8% QoQ), and BFS (+4% 

QoQ), while Govt. outside India grew 0.4% QoQ. Top-5 and Top-10 clients grew 6.2% / 9.8% QoQ, 

contributing 21% and 30.8% of revenue respectively. 

 EBIT margin stood at 14%, up 251 bps QoQ and 240 bps YoY (benefiting from lower ESOP cost and 

operating leverage). EBITDA margin improved accordingly; expansion was partly offset by higher hedge 

loss (INR 307mn vs INR 158mn QoQ). PAT margin stood at 9.4% of revenue (+82 bps QoQ / +275 bps YoY). 

 Order intake for the quarter was USD 514mn, up 1.4% QoQ / +26.7% YoY, including five large deals (three 

from North America-two in Insurance and one new Airline client and two from APAC).  

 Executable order book for the next 12 months stood at USD 1.63bn, up 2.5% QoQ / +26.7% YoY. 

 Employee strength stood at 34,896 (+709 QoQ), utilization was 82.3% (+20 bps QoQ); LTM attrition at 

11.4% (one of the lowest in industry). Headcount addition linked to large deal ramp-ups. 

 Free cash flow stood at USD 37mn (FCF/PAT 86%). Working capital cycle was 104 days (DSO 63 days, 

unbilled 26, contract assets 15). Capex was USD 4mn. ETR at 23.5–24%. 

 Guidance: Management reaffirmed 14% EBIT target for FY26 and sustained 70–80% FCF/PAT conversion. 

FY27 goal remains USD 2bn revenue. Focus on organic growth supplemented by acquisitions and AI-led 

modernization. 

 Strategic highlights: AI-led execution embedded across delivery platforms (Code Insight AI, BlueSwan, 

ForgeX and Evolve Ops AI). Strong traction in banking, insurance and travel verticals, with public sector and 

healthcare nearing USD 100 mn and USD 150 mn annualized run rate respectively. 
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Exhibit 1: Financial snapshot (Rs mn) 

Year-end: March Q2FY26 Q1FY26 QoQ (%) Q2FY25 YoY (%) 

Revenues (US$ mn) 462 442 4.5  369 25.1  

Revenues 39,857 36,886 8.1  30,256 31.7  

COGS 26,299 24,454 7.5  20,827 26.3  

Gross profit 13,558 12,432 9.1  9,429 43.8  

SG&A 6,276 6,118 2.6  4,503 39.4  

EBITDA 7,282 6,314 15.3  4,926 47.8  

Depreciation & amortization 1,719 2,093 (17.9) 1,430 20.2  

EBIT 5,563 4,221 31.8  3,496 59.1  

Other income 19 -319 (106.0) -164 (111.6) 

PBT 5,582 3,902 43.1  3,332 67.5  

Tax 1,328 792 67.7  864 53.7  

Minority interest 496 390 27.2  314 58.0  

Reported net profit  3,758 2,720 38 2,154 74 

Exceptional items 0 248 n.m 0 n.m. 

Adjusted net profit 3,758 2,472 52 2,154 74 

Diluted EPS (Rs) 11.2 7.4 52 6.4 75 

 
  

 
  

 
  

As % of net revenue      

Gross profit 34.0  33.7   31.2   

SG&A 15.7  16.6   14.9   

EBITDA 18.3  17.1   16.3   

EBIT 14.0  11.4   11.6   

Adjusted net profit 9.4  6.7   7.1   

Tax rate 23.8  20.3   25.9   

Source: Company; IDBI Capital Research 
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Exhibit 2: Earnings Revision 

         FY26E      FY27E 

Yr to Mar New Old Change % New Old Change % 

Revenue (USDm) 1,869 1,857.68 0.6 2,166 2,170 (0.2) 

Revenue (Rs mn) 1,60,470 1,57,160 2.1 1,87,586 1,83,573 2.2 

EBIT (Rs mn) 21,746 20,533 5.9 26,269 25,360 3.6 

EBIT margin (%) 13.6% 13.1% 49 bps 14.00% 13.81% 19 bps 

EPS (Rs) 42.7 41.7 2.3 53.2 50.6 5.2 

Source: Company; IDBI Capital Research 

Exhibit 3: Large clients trend 

No. of large clients Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 

USD1m – USD5m 104 109 112 118 173 176 173 170 164 

USD5m – USD10m 23 23 24 25 29 31 35 40 45 

USD10m+ 23 24 24 23 29 31 31 32 34 

Source: Company; IDBI Capital Research 
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Exhibit 4: Q2FY26 revenue growth trend 

 
Source: Company; IDBI Capital Research 

 

Exhibit 5: EBIT margin expanded by 230 bps 

 
Source: Company; IDBI Capital Research 
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Exhibit 6: 12month order book continued to be robust 

 
Source: Company; IDBI Capital Research 

Exhibit 7: Revenue growth across various segments (%) 

  % of revenue (%) QoQ growth cc % YoY growth cc (%) 

Total revenue   4.5% 25.1% 

by geography    
 

North America 57.9% 2.1% 25.8% 

Europe 28.9% -3.0% 2.4% 

RoW 13.2% -2.2% 42.4% 

by vertical      

BFS 27.6% 4.1% 17.4% 

Insurance 15.1% 1.8% -1.1% 

Transportation 23.3% 6.3% 61.0% 

Govt (outside India) 6.9% 0.1% 13.6% 

Others 27.0% 5.6% 30.4% 
Source: Company; IDBI Capital Research 
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Exhibit 8: Geo wise Adj. EBITDA margin trend 

Regions Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 

Americas 18% 19% 20% 16% 17% 16% 18% 17% 20% 

Europe 17% 21% 20% 14% 16% 18% 18% 16% 18% 

APAC 7% 7% 7% 1% 7% 5% 17% 20% 25% 

India -17% -14% -16% -8% -11% -11% -11% -6% -2% 

Source: Company; IDBI Capital Research 

 

Exhibit 9: One-year forward PER trend 

 
Source: Company; IDBI Capital Research 

 

 

 

  

2.5
7.5

12.5
17.5
22.5
27.5
32.5
37.5
42.5

Se
p

-1
5

M
ar

-1
6

Se
p

-1
6

M
ar

-1
7

Se
p

-1
7

M
ar

-1
8

Se
p

-1
8

M
ar

-1
9

Se
p

-1
9

M
ar

-2
0

Se
p

-2
0

M
ar

-2
1

Se
p

-2
1

M
ar

-2
2

Se
p

-2
2

M
ar

-2
3

Se
p

-2
3

M
ar

-2
4

Se
p

-2
4

M
ar

-2
5

Se
p

-2
5

P/E Ratio Std Dev 1 Std Dev -1 Std Dev 2 Std Dev -2 Avg



 

 

Coforge | Q2FY26 Result Review 

8 
 

Financial Summary 

Profit & Loss Account  (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Net sales  64,320   80,146   90,089   1,20,507  1,60,470   1,87,586  

 Change (yoy, %) 37.9   25   12   34   33   17  

Operating expenses  (53,166)  (66,093)  (74,951)  (1,00,729)  (1,33,683)  (1,54,322) 

EBITDA  11,154   14,053   15,138   19,778   26,786   33,263  

 Change (yoy, %) 41.8  26   8   31   35   24  

 Margin (%)  17.3   17.5   16.8   16.4   16.7   17.7  

Depreciation  (2,272)  (2,585)  (2,972)  (4,278)  (5,040)  (6,995) 

EBIT 8,882   11,468   12,166   15,500   21,746   26,269  

Interest paid  -   -   -  -   -  -  

Other income  (266)  (630)  (1,414)  (2,746)  (1,474)  (1,309) 

Pre-tax profit 8,616   10,838   10,752   12,754   20,273   24,960  

Tax   (1,468)  (2,061)  (2,209)  (3,326)  (5,271)  (6,240) 

 Effective tax rate (%) 17.0  19.0  20.5  26.1  26.0  25.0  

Minority Interest  (530.0)  (513.0)  (276.0)  (1,240.0)  (750.1)  (936.0) 

Net profit 6,618  9,590  8,267   8,188   14,252   17,784  

Exceptional items   -   -   -  -   -  -  

Adjusted net profit 6,618  6,938  8,267   8,188   14,252   17,784  

 Change (yoy, %)  34.6   5   19   (1)  74   25  

EPS  21.8   21.0   26.9   24.8   42.7   53.2  

DPS  52.0   12.1   15.5   19.1   32.0   39.9  

Dividend Payout (%)  238.0   57.5   57.4   77   75   75  
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Balance Sheet  (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Shareholders' funds  27,331   30,825   36,266   63,792   86,157   1,09,405  

Share capital  609   611   618   669   707   707  

Reserves & surplus  26,722   30,214   35,648   63,123   85,450   1,08,699  

Total Debt 3,365  3,382  3,399   67   -  -  

Other liabilities 5,709  4,028  4,467   12,331  6,419   7,503  

Curr Liab & prov  12,156   17,725   15,942   29,219   48,851   56,908  

 Current liabilities  11,840   17,365   15,525   28,513   47,246   55,032  

 Provisions  316   360   417   706  1,605   1,876  

Total liabilities  21,230   25,135   23,808   41,617   55,270   64,412  

Total equity & liabilities  49,544   56,834   61,077   1,24,907  1,61,675   1,95,001  

             

Net fixed assets  20,835   23,165   23,762   60,986   59,155   55,913  

Investments  -   -   -  -   -  -  

 Other non-curr assets 4,809  5,833  9,826   16,502   16,502   16,502  

Current assets  23,900   27,836   27,489   47,419   86,018   1,22,586  

 Inventories  -   -   -  -   -  -  

 Sundry Debtors  15,585   17,903   19,503   29,682   39,525   46,204  

 Cash and Bank 4,535  5,787  3,352   10,289   33,655   61,375  

 Loans and advances  -   -   -  -   -  -  

Total assets  49,544   56,834   61,077   1,24,907  1,61,675   1,95,001  
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Cash Flow Statement  (Rs mn) 

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Pre-tax profit 8,616   10,838  10,752  12,754   20,273   24,960  

Depreciation  724  2,585  2,972  4,278   5,040  6,995  

Tax paid  (2,656)  (3,082) (4,035) (3,213)  (5,271)  (6,240) 

Chg in working capital  (3,284) 3,251  (3,383) 3,098   9,789  1,378  

Other operating activities 4,135   (2,833)  (524) 16,863   15,463   17,668  

Cash flow from operations (a) 7,535   10,759  5,782  33,780   45,294   44,761  

       

Capital expenditure  (11,351)  (4,915) (3,569)  (41,502)  (3,209)  (3,752) 

Chg in investments  -   -   -   -  -   -  

Other investing activities 1,663   -   -   -  -   -  

Cash flow from investing (b)  (9,564)  (4,915) (3,569)  (42,959)  (1,752)  (3,752) 

       

Equity raised/(repaid) 3  2  7  51   38   -  

Debt raised/(repaid) 3,360  17  17  (3,332)  (67)  -  

Dividend (incl. tax)  (15,751)  (3,989) (4,746) (6,296) (10,689)  (13,338) 

Chg in minorities  453   (622)  (147) 17,255   (0) (0) 

Other financing activities  (2,224)  -   -   -  -   -  

Cash flow from financing (c)  (14,159)  (4,592) (4,869) 7,678  (10,718)  (13,338) 

       

Net chg in cash (a+b+c)  (16,188) 1,252  (2,656) (1,501)  32,823   27,671  
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Financial Ratios  

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

Adj EPS (Rs) 21.8 21.0 26.9 24.8 42.7 53.2 

Adj EPS growth (%) 35.5 -4 28 -8 71.9 24.8 

EBITDA margin (%) 17.3 17.5 16.8 16.4 16.7 17.7 

Pre-tax margin (%) 13.4 13.5 11.9 10.6 12.6 13.3 

Net Debt/Equity (x) 0.0 -0.1 0.0 -0.2 -0.4 -0.6 

ROCE (%) 27.9 30 29 22 19 19 

ROE (%) 25.5 24 25 16 17 16 

DuPont Analysis       

Asset turnover (x) 1.5 1.5 1.5 1.3 1.0 1.0 

Leverage factor (x) 1.6 1.8 1.8 1.9 1.9 1.8 

Net margin (%) 10.3 8.7 9.2 6.8 8.9 9.5 

Working Capital & Liquidity ratio       

Receivable days 88 82 79 90 90 90 

Payable days 45 38 42 42 37 37 

Valuations  

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E 

PER (x) 80.6 83.7 65.4 71.0 41.3 33.1 

EV/Net sales (x) 8.3 7.2 6.0 4.7 3.5 2.8 

EV/EBITDA (x) 47.7 41.2 35.7 28.9 20.7 15.8 

Source: Company; IDBI Capital Research 
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