
 

 

 

17 July 2020 HSIE Results Daily 

HSIE Results Daily 
 

 

 
 HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters 

 

 

 

Contents  

Results Review 

 Cyient: We maintain REDUCE on Cyient, based on weak 1Q performance 

and uncertain growth outlook. The services (~86% of revenue) segment is 

severely impacted (-18.6% YoY) by structural problem in Aerospace & 

Defence vertical (-28% YoY). Cyient’s higher mix of mechanical services and 

elevated exposure to stressed verticals (aerospace, travel and ENU) have 

magnified the COVID-19 impact vs. its peers. The company is struggling 

with issues such as (1) stress in services portfolio (-18.6% in FY21E), (2) 

issues in top accounts (A&D), (3) focus on lower margin DLM business and 

(4) deteriorating margin profile due to investments. While some recovery is 

expected in 2H, concerns related to slowdown in decision making, COVID-

19 related uncertainty, and higher mix of legacy services remain. Based on 

margin recovery in 2H, we increase EPS estimate by 7.6/7.0% for FY21/22E. 

Our target price stands at Rs 285, based on 9x Jun-22E EPS, which is at ~25% 

discount to 5Y average 1Y-fwd P/E multiple. 

 L&T Infotech: We maintain ADD on L&T Infotech (LTI), based on its 

growth leadership within the sector (10% CAGR over FY20-22E) and 

superior/stable operating profile (highest in mid-tier). LTI’s multi-pronged 

growth is supported by the following: (1) large deals (USD 20mn NN UK-

BFS win in 1Q and to accelerate in 2Q); (2) ‘minecraft’/top accounts growth 

(T1 account posted growth); (3) new growth initiatives (LTI canvas in 

partnership with Microsoft) and new logo additions (16 added in 1Q 

including 1 F-500 logo in manufacturing vertical); (4) vendor consolidation 

opportunities (LTI a challenger to tier-1s); (5) resilient operations with 

remote transition of large deals. LTI’s valuation premium to peers reflects its 

growth/margin/return metrics outperformance vs. mid-tier peers. Our target 

price of Rs 2,375, 19x Jun-22E EPS (18x earlier and 3-year average of 18x), 

follows ~3% EPS estimate increase for FY22E. 

 L&T Technology Services: We maintain REDUCE on L&T Technology 

(LTTS) on broad-based portfolio dent and protracted operational recovery. 

1Q revenue decline was steep at -12.5% QoQ (mirroring Cyient in decline), 

and the dent to margin was steeper, impacted by lower utilisation and 

volume cuts. Recovery will be slower (vs. pre-COVID moderating growth 

rate) and will be supported by (1) continued traction in telecom-hi-tech 

vertical (inorganic in 3Q) and medical devices vertical; and (2) gradual 

recovery in the transportation vertical (airline sub-sector hit in 2Q) and plant 

engineering vertical (O&G drag). Higher portfolio susceptibility to the 

global economic crisis and low-annuity/high-discretionary elements are 

likely to result in a slower recovery of LTTS, even as medium-term 

opportunities open up. Our target price of Rs 1,240, 16x Jun-22E EPS, follows 

~3% EPS estimate cut for FY22E.  
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Cyient 

Uncertainty persists 

We maintain REDUCE on Cyient, based on weak 1Q performance and 

uncertain growth outlook. The services (~86% of revenue) segment is severely 

impacted (-18.6% YoY) by structural problem in Aerospace & Defence vertical 

(-28% YoY). Cyient’s higher mix of mechanical services and elevated exposure 

to stressed verticals (aerospace, travel and ENU) have magnified the COVID-

19 impact vs. its peers. The company is struggling with issues such as (1) stress 

in services portfolio (-18.6% in FY21E), (2) issues in top accounts (A&D), (3) 

focus on lower margin DLM business and (4) deteriorating margin profile due 

to investments. While some recovery is expected in 2H, concerns related to 

slowdown in decision making, COVID-19 related uncertainty, and higher mix 

of legacy services remain. Based on margin recovery in 2H, we increase EPS 

estimate by 7.6/7.0% for FY21/22E. Our target price stands at Rs 285, based on 

9x Jun-22E EPS, which is at ~25% discount to 5Y average 1Y-fwd P/E multiple. 

 1QFY21 highlights: (1) Revenue declined 12.5% QoQ (vs. expectation of -

14.2% QoQ). (2) Services EBIT margin declined 283 bps QoQ to 6.8% due to 

lower volume (-289bps), restructuring cost (-259bps), offset by cost 

optimisation (+295bps) and currency (+107bps). (3). Growth recovery will be 

led by communications, transportation and medical devices verticals. (4) 

Management indicated recovery in deal activity and minimal disruption due 

to supply side issues. 

 Outlook: We have factored in -16/+6% USD revenue growth for FY21/22E 

respectively; FY21E implies 2/3/4Q revenue growth of -0.3/+0.4/+2.4%. 

Margin in 2QFY21 will recover to 4QFY20 level (~8%) and the exit rate will 

be 9-10%. 

Quarterly Financial summary 

YE March (Rs bn) 
1Q 

FY21 

1Q 

FY20 

YoY 

(%) 

4QF 

Y20 

QoQ 

(%) 
FY19 FY20 FY21E FY22E FY23E 

Revenue (USD Mn) 131 157 -16.6 149 -12.5 660 625 525 557 601 

Net Sales 9.92 10.89 -8.9 10.74 -7.6 46.18 44.27 39.53 42.34 45.71 

EBIT 0.51 1.00 -49.1 0.90 -43.5 5.33 4.08 3.11 3.93 4.42 

APAT 0.81 0.91 -10.5 0.75 7.6 4.90 3.73 2.88 3.39 3.74 

Diluted EPS (Rs) 7.4 8.2 -10.5 6.8 7.6 44.4 33.9 26.2 30.9 34.0 

P/E (x) 
     

6.3 8.3 10.8 9.1 8.3 

EV / EBITDA (x) 
     

3.8 4.3 4.5 3.6 3.0 

RoE (%) 
     

20.0 14.5 11.0 12.3 12.9 

Source: Company, HSIE Research, Consolidated Financials 

 

Change in Estimates 

Rs Bn 
FY21E  

Old 

FY21E 

Revised 

Change 

 % 

FY22E 

 Old 

FY22E 

Revised 

Change 

 % 

Revenue (USD mn) 507 525 3.6 543 557 2.7 

Revenue 38.09 39.53 3.8 41.24 42.34 2.7 

EBIT  2.94 3.11 5.7 3.75 3.93 4.9 

EBIT margin (%) 7.7 7.9 15bps 9.1 9.3 19bps 

APAT 2.67 2.88 7.6 3.17 3.39 7.0 

EPS (Rs) 24.3 26.2 7.6 28.8 30.9 7.0 

Source: Company, HSIE Research   

REDUCE 

CMP (as on 16 Jul 2020) Rs 284 

Target Price Rs 285 

NIFTY 10,740 

 

KEY 

CHANGES 
OLD NEW 

Rating REDUCE REDUCE 

Price Target Rs 260 Rs 285 

EPS % 
FY21E FY22E 

+7.6 +7.0 

 

KEY STOCK DATA 

Bloomberg code CYL IN 

No. of Shares (mn) 110 

MCap (Rs bn) / ($ mn) 31/415 

6m avg traded value (Rs mn) 199 

52 Week high / low            Rs 560/184 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 24.3 (37.0) (47.7) 

Relative (%) 5.1 (24.0) (40.9) 

 

SHAREHOLDING PATTERN (%) 

 Dec-19 Mar-20 

Promoters 22.82 22.87 

FIs & Local MFs 19.57 20.73 

FPIs 44.31 42.16 

Public & Others 13.30 14.24 

Pledged Shares 0.00 0.00 

Source : BSE   

Pledged shares as % of total shares 
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L&T Infotech 

Leadership position within mid-tiers continues 

We maintain ADD on L&T Infotech (LTI), based on its growth leadership 

within the sector (10% CAGR over FY20-22E) and superior/stable operating 

profile (highest in mid-tier). LTI’s multi-pronged growth is supported by the 

following: (1) large deals (USD 20mn NN UK-BFS win in 1Q and to accelerate 

in 2Q); (2) ‘minecraft’/top accounts growth (T1 account posted growth); (3) new 

growth initiatives (LTI canvas in partnership with Microsoft) and new logo 

additions (16 added in 1Q including 1 F-500 logo in manufacturing vertical); 

(4) vendor consolidation opportunities (LTI a challenger to tier-1s); (5) 

resilient operations with remote transition of large deals. LTI’s valuation 

premium to peers reflects its growth/margin/return metrics outperformance 

vs. mid-tier peers. Our target price of Rs 2,375, 19x Jun-22E EPS (18x earlier 

and 3-year average of 18x), follows ~3% EPS estimate increase for FY22E. 

 1QFY21 highlights: (1) Revenue came in line at -4.7/+10.6% QoQ/YoY (CC 

terms) and margin came ahead at 17.4%, +74bps QoQ. (2) Digital revenue is 

at 42% of revenue and grew 18.2% YoY. (3) Greater resilience seen in BFSI, 

CPG, Retail, Pharma and Hi-tech M&E verticals, offset by double-digit QoQ 

drop in E&U and manufacturing verticals. (4) Management indicated flat 2Q 

sequential growth with a ‘positive bias’.  

 Outlook: We have factored 5.6/14.7% growth in the revenue for FY21/22E, 

implying 2Q-4QFY21E at 1.1, 2.7, 3.6% QoQ and 3.8% CQGR in FY22E. 

Headwinds are mostly limited to E&U and manufacturing verticals. 

Quarterly Financial summary 

YE March (Rs bn) 
1Q 

FY21 

1Q 

FY20 

YoY 

(%) 

4Q 

FY20 

QoQ 

(%) 
FY19 FY20 FY21E FY22E FY23E 

Revenue (USD mn) 3,90.3 3,56.5 9.5 4,09.9 -4.8 1,349 1,525 1,610 1,846 2,120 

Net Sales 29.49 24.85 18.7 30.12 -2.1 94.46 108.79 121.07 140.32 164.31 

EBIT 5.14 3.97 29.5 5.04 2.1 17.36 17.56 20.64 24.50 29.40 

APAT 4.16 3.56 17.1 4.28 -2.6 15.16 15.21 17.05 20.61 24.54 

Diluted EPS (Rs) 23.9 20.4 17.1 24.6 -2.6 87.0 87.3 97.9 118.4 141.0 

P/E (x) 
     

26.3 26.2 23.4 19.4 16.3 

EV / EBITDA (x) 
     

20.1 18.5 15.5 12.7 10.3 

RoE (%) 
     

34.6 29.5 28.7 28.8 28.5 

Source: Company, HSIE Research, Consolidated Financials 

 

Change in Estimates 

Rs Bn 
FY21E  

Old 

FY21E 

Revised 

Change 

 % 

FY22E 

 Old 

FY22E 

Revised 

Change 

 % 

Revenue (USD mn) 1,606 1,610 0.3 1846 1,846 0.0 

Revenue 120.66 121.07 0.3 140.33 140.32 0.0 

EBIT 18.79 20.64 9.8 23.93 24.50 2.4 

EBIT margin (%) 15.6 17.0 147bps 17.1 17.5 41bps 

APAT 15.63 17.05 9.1 20.02 20.61 3.0 

EPS (Rs) 89.7 97.9 9.1 114.97 118.4 3.0 

Source: Company, HSIE Research 

  

ADD 

CMP (as on 16 Jul 2020) Rs 2,291 

Target Price Rs 2,375 

NIFTY 10,740 

 

KEY 

CHANGES 
OLD NEW 

Rating ADD ADD 

Price Target Rs 2,060 Rs 2,375 

EPS % 
FY21E FY22E 

+9.1 +3.0 

 

KEY STOCK DATA 

Bloomberg code LTI IN 

No. of Shares (mn) 174 

MCap (Rs bn) / ($ mn) 399/5,302 

6m avg traded value (Rs mn) 290 

52 Week high / low            Rs 2,340/1,208 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 56.1 20.5 39.0 

Relative (%) 36.9 33.5 45.8 

 

SHAREHOLDING PATTERN (%) 

 Mar-20 Jun-20 

Promoters 74.53 74.51 

FIs & Local MFs 7.19 7.27 

FPIs 9.46 9.76 

Public & Others 8.82 8.46 

Pledged Shares 0.00 0.00 

Source : BSE   

Pledged shares as % of total shares 
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L&T Technology Services 

Slow recovery ahead 

We maintain REDUCE on L&T Technology (LTTS) on broad-based portfolio 

dent and protracted operational recovery. 1Q revenue decline was steep at -

12.5% QoQ (mirroring Cyient in decline), and the dent to margin was steeper, 

impacted by lower utilisation and volume cuts. Recovery will be slower (vs. 

pre-COVID moderating growth rate) and will be supported by (1) continued 

traction in telecom-hi-tech vertical (inorganic in 3Q) and medical devices 

vertical; and (2) gradual recovery in the transportation vertical (airline sub-

sector hit in 2Q) and plant engineering vertical (O&G drag). Higher portfolio 

susceptibility to the global economic crisis and low-annuity/high-

discretionary elements are likely to result in a slower recovery of LTTS, even 

as medium-term opportunities open up. Our target price of Rs 1,240, 16x Jun-

22E EPS, follows ~3% EPS estimate cut for FY22E. 

 1QFY21 highlights: (1) Revenue declined 12.5% QoQ (in-line) and EBIT 

margin came at 12.1%, -309bps QoQ (lowest since 4QFY18). (2) 

Transportation and plant engineering verticals led the decline at >20% QoQ, 

offset by growth in telecom & hi-tech and medical devices verticals. (3) 

Revenue guidance of 9-10% decline organic in FY21E implies +2.3-3% 

CQGR. (4) Nine multi-million dollar wins in 1Q, including a USD 30mn+ 

win (automotive OEM) and a USD 15mn+ win.  

 Outlook: We have factored in a revenue decline of 9.6% and margin decline 

of ~300bps in FY21 leading to 22% EPS decline, factoring in the recovery to 

4QFY20 margin level in four quarters based on employee ‘right-sizing’, 

increase in offshore, and improvement in utilisation. 

Quarterly Financial summary 

YE March  (Rs bn) 
1Q 

FY21 

1Q 

FY20 

YoY 

(%) 

4Q 

FY20 

QoQ 

(%) 
FY19 FY20 FY21E FY22E FY23E 

Revenue (USD Mn) 171 194 -11.8 195 -12.5 723 786 711 801 906 

Net Sales 12.95 13.48 -3.9 14.47 -10.5 50.78 56.19 53.41 60.90 70.19 

EBIT 1.57 2.30 -31.8 2.20 -28.7 9.15 11.11 8.79 11.10 13.52 

APAT 1.17 1.86 -37.0 1.87 -37.4 6.87 7.50 5.78 7.61 9.38 

Diluted EPS (Rs) 11.2 17.8 -37.0 17.9 -37.4 65.8 71.9 55.4 72.9 89.9 

P/E (x) 
     

21.9 20.1 26.0 19.8 16.0 

EV / EBITDA (x) 
     

15.7 12.8 15.8 12.4 9.9 

RoE (%) 
     

31.1 28.6 19.5 22.5 24.1 

Source: Company, HSIE Research, Consolidated Financials 

 

Change in Estimates 

Rs Bn 
FY21E  

Old 

FY21E 

Revised 

Change 

 % 

FY22E 

 Old 

FY22E 

Revised 

Change 

 % 

Revenue (USD mn) 711 711 -0.1 794 801 1.0 

Revenue 53.45 53.41 -0.1 60.32 60.9 1.0 

EBIT  7.89 7.19 -8.9 9.61 9.27 -3.6 

EBIT margin (%) 14.8 13.5 -130bps 15.9 15.2 -72bps 

APAT 6.33 5.78 -8.7 7.88 7.61 -3.4 

EPS (Rs) 60.7 55.4 -8.7 75.5 72.9 -3.4 

Source: Company, HSIE Research   

REDUCE 

CMP (as on 16 Jul 2020) Rs 1,442 

Target Price Rs 1,240 

NIFTY 10,740 

 

KEY 

CHANGES 
OLD NEW 

Rating REDUCE REDUCE 

Price Target Rs 1,210 Rs 1,240 

EPS % 
FY21E FY22E 

-8.7 -3.4 

 

KEY STOCK DATA 

Bloomberg code LTTS IN 

No. of Shares (mn) 105 

MCap (Rs bn) / ($ mn) 151/2,002 

6m avg traded value (Rs mn) 186 

52 Week high / low            Rs 1,780/995 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 17.7 (12.9) (12.9) 

Relative (%) (1.5) 0.1 (6.1) 

 

SHAREHOLDING PATTERN (%) 

 Mar-20 Jun-20 

Promoters 74.62 74.60 

FIs & Local MFs 4.88 4.44 

FPIs 8.37 8.95 

Public & Others 12.13 12.01 

Pledged Shares 0.00 0.00 

Source : BSE   

Pledged shares as % of total shares 
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Rating Criteria   

BUY: >+15% return potential 

ADD: +5% to +15% return potential 

REDUCE:   -10% to +5% return potential 

SELL:   > 10% Downside return potential 

 

 
 

Disclosure:  

Analyst Company Covered Qualification Any holding in the stock 

Amit Chandra Cyient, L&T Infotech, L&T Technology Services MBA NO 

Apurva Prasad Cyient, L&T Infotech, L&T Technology Services MBA NO 

Vinesh Vala Cyient, L&T Infotech, L&T Technology Services MBA NO 
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