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Tech Mahindra

ADD CMP Rs962 Target Rs1,025

Result Highlights

v" Reported USD revenue of $1,330mn (up1.6% QoQ). In INR terms, revenue was Rs
97.3 bn (up 0.9% QoQ) - slightly below consensus estimate. The INR revenue
growth was also impacted by INR appreciation during the quarter.

v" Growth was broad based with BFSI (+5% QoQ) being the key performer, followed
by Manufacturing (1.9% QoQ), Communications (1.3% QoQ)

v' EBIT margin grew by 55 bps QoQ to 16.5%, led by continued focus on cost
optimization

Deal win for the quarter stood at $1,043 mn (5 quarter high deal booking)
LTM attrition stood at 13% in the quarter vs 12% in 3QFY21
Utilization level remained flat QoQ at strong 87% for the quarter.

Cash and equivalents increased by Rs11.5bn QoQ to Rs 130.2bn

LSRN NN

The Board has proposed a Final Dividend of Rs15/- per share (300%) and a Special
Dividend of Rs15/- per share (FY21 Dividend is Rs45/share).

v Strong deal win to support double digit revenue growth in FY22. Margin has been
better than target range of 15% and this will enable management to make
investment for growth

Our view: For Q4FY21, the margin performance was robust while the revenue was
below expectation. Strong deal pipeline would help it to post double digit revenue
growth in FY22; while optimization of margin levers would enable it to manage 15%+
EBIT margin in FY22, factoring in the wage hike being implemented from April
quarter. The company has been using acquisitions to generate growth and optimize its
service portfolio. The valuation remains attractive as the stock trades at PE of15x on
FY23 earnings, given better growth outlook. Initiate coverage on the stock with ADD
rating.

Exhibit 1: Result table

Particulars (Rs mn) Mar-21 Mar-20 yoy % Dec-20 qoq %
Sales ($ mn) 1,330.0 1,294.6 2.7 1,308.7 1.6
Sales 97,299 94,902 2.5 96,471 0.9
EBITDA 19,481 13,478 445 18,955 2.8
EBITDA % 20.0 14.2 582 bps 19.6 37 bps
Depreciation 3,444 3,982 (13.5) 3,584 (3.9)
EBIT 16,037 9,496 68.9 15,371 4.3
EBIT Margin % 16.5 10.0 648 bps 15.9 55 bps
Other income 328 2,852 (88.5) 2,214 (85.2)
Interest 417 532 (21.6) 421 (1.0)
PBT 15,948 11,816 35.0 17,164 (7.1)
Tax 4,998 2,392 108.9 4,263 17.2
Adj PAT 10,814 8,039 34.5 13,098 (17.4)
NPM (%) 111 8.5 264 bps 13.6 (246) bps
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Upside 6.6%

Stock data (as on Apr 26, 2021)

Nifty 14,485
52 Week h/I (Rs) 1,082 /481
Market cap (Rs/USD mn) 931,809 / 12,469
Outstanding Shares 968
6m Avg t/o (Rs mn): 4,269
Div yield (%): 21
Bloomberg code: TECHM IN
NSE code: TECHM
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Shareholding pattern (As of Dec’20 end)

Promoter 35.8%
FlI+DlI 52.2%
Others 12.0%

Financial Summary

(Rs mn) FY21 FY22E FY23E
Net Revenue 379,350 423,486 476,966
YoY Growth 2.9% 11.6% 12.6%
EBIDTA 69,270 82,156 93,008
YoY Growth 21.0% 18.6% 13.2%
PAT 45,587 50,248 57,000
YoY Growth 7.3% 10.2% 13.4%
ROE 19.6% 18.9% 18.8%
EPS 52 57 65
P/E 18.8 17.0 15.0
BV 281 320 367
P/BV 14.2 12.9 114
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CON-CALL HIGHLIGHTS

v

The management is confident of double-digit revenue growth in FY22, led by strong deal
pipeline

Manufacturing vertical has returned to growth after being adversely impacted in Q1FY21.
In Telecom, it has started getting few deals especially in cloud related architecture in

preparation for 5G implementation. Expect the 5G related deals to drive telecom deal
pipeline going ahead.

After taking into account the wage hike being implemented and other operational efficiency
programs to be carried out, it has guided for above 15% + EBIT margin for FY22

Overall hiring will pick up going ahead with focus on improving the employee pyramid
structure.

To check attrition, it reinstated variable pay in Q4FY21; and the wage hike across the
organization has been implemented from April Quarter. At this stage, they have not planned
for another wage hike in FY22

CHARTS

Exhibit 2: BFSI recorded maximum QoQ growth Exhibit 3: Moderation in Q4FY21 revenue growth
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL 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 document may come are
required to inform themselves of and to observe such restriction.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Piyush Pandey

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject

company in the past twelve months No

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

No

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE, MCX & NCDEX. YSL is also a
SEBI registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL
offers, inter alia, trading/investment in equity and other financial products along with various
value added services. We hereby declare that there are no disciplinary actions taken against YSL
by SEBI/Stock Exchanges.
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