
                                                                               

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CMP:                 Rs.1078 
 

Target Price:                              Rs.1238 
 

Recommendation:                        Accumulate 

 
 

Stock Info 
BSE Group A 

BSE Code 500209 

NSE Symbol INFOSYSTCH 

Bloomberg INFO IN 

Reuters INFY.BO 

BSE Sensex 34,592 

NSE Nifty 10,681 

 

Market Info 
Market Capital Rs.2,35,517cr 

Equity Capital Rs. 1091 cr 

6M Avg. Trading Vol 6,474,478 

52 Wk High/ Low 1086/860 

Face Value Rs.5 

 

Shareholding Pattern (%)                   (Dec , 17)  

Promoters 12.9 

Domestic Institutions 21.8 

Foreign Institutions 35.0 

Public & Others 30.3 

 

Price Vs Sensex Chart 

 

 

 

 

 

Highlights of the quarter: 
 Revenues grew year-on-year by 8.0% in USD terms; 5.8% in constant 

currency terms. 
 Revenues grew sequentially by 1.0% in USD terms; 0.8 % in constant 

currency terms.  
 Operating margin improved to 24.3% from 24.2% in Q2 18. 

 EPS at Rs 22.5, year-on-year growth of 39% and sequential growth of 
38%. 

 EPS of Rs 22.5 includes positive impact of Rs 6.29 from Advance Pricing 
Agreement (APA) with the US IRS.  

 9 months year-on-year revenue growth at 6.5% in USD terms; 5.6% in 
constant currency terms.  

 Cash flow from operating activities were at Rs 4257 crore, compared to Rs 
2831 cr in Q2 18.  

 Standalone attrition declined to 15.8% from 17.2% in Q2 18.  
 Signing of the Advance Pricing Agreement (“APA”) with the US Internal 

Revenue Service: Infosys has concluded an Advance Pricing Agreement 
(“APA”) with the U.S. Internal Revenue Service (“IRS”). Under the APA, 
Infosys and the IRS have agreed on the methodology to allocate revenues 
and compute the taxable income of the Company’s U.S. operations. This 
agreement covers financial years from 2011 to 2021. The APA will 
enhance predictability of Infosys’ tax obligations in respect of its U.S. 
operations. In accordance with the APA, Infosys has reversed tax 
provisions of approximately Rs 1,432 crore made in previous periods 
which are no longer required (both under International Financial 
Reporting Standards and Indian Accounting Standards). Further, in line 
with the APA, Infosys expects to payout approximately US$ 233 million 
due to the difference between the taxes payable for prior periods as per 
the APA and the actual taxes paid for such periods. This amount is 
expected to be paid over the next few quarters. The reversal of the tax 
provisions of approximately Rs 1,432 crore had a positive impact on the 
consolidated Basic EPS for the quarter ending December 31, 2017 by 
approximately Rs 6.29. Further, on account of the APA methodology, 
Infosys expects its overall effective tax rate to be lower by about 100 basis 
points for future periods covered under the APA. 

 

Segment Highlights: 
 North America grew by 0.7% both sequentially and in constant currency. 
 Europe grew by 5.9% sequentially; and 4.7% in constant currency. 
 India declined by 6.1% sequentially; and 5.9% in constant currency. 
 Rest of the world declined by 4.6% sequentially; and 4.0% in constant 

currency. 
Industry segment growth: 

 FSI grew by 0.3% sequentially; and 0.1% in constant currency. 
 MFG & Hi-Tech grew by 0.1% sequentially; and declined by 0.1% in 

constant currency. 
 RCL grew by 1.4% sequentially; and 1.2% in constant currency.  
 ECS grew by 2.6% sequentially; and 2.5% in constant currency. 
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Concall Highlights: 

 Strong Demand for Digitisation. 

 8 large Deal Wins. 

 Growth expected to pickup in FY19. 

 1.9% increase in Revenue per employee. 

 Utilization increase from 81.9% to 84.9%. 

 79 Client additions in the quarter. 

 Effective tax rate to lower by 100 basis point.  

 Plans to hire 10,000 employees in USA. 

 Insurance segment is growing strong. 

 Confident of increase in revenue from FSI sector as the management expect FSI spending to pickup. 
 Good quarter for Retail and expect the trend to continue. 

 Revenues are expected to grow 5.5%-6.5% in constant currency; 
 Revenues are expected to grow 6.5%-7.5% in USD terms based on the exchange rates. 

 
 

Outlook:  
 Even in weak quarter and after lot of head winds, new management of Infosys has maintained its good 

and stable run by maintaining its margins. We expect Infosys to perform well in the coming quarter under 
the new management and have assigned a PE of 16.5x to its FY19E EPS of Rs 75 and have arrived at fair 
value of Rs 1,238 per share. At CMP Rs 1078 stock trades at 14(x) its FY19E earnings. We have Accumulate 
rating on the stock. 

 
 
 
Financial Snapshot: 
 

   

 
 

Source: Company data, Arihant Research 
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Quarterly Results: 

 

Particulars (Rs. Cr) Q3 FY 18 Q2 FY18 Q3 FY17 QoQ YoY

Revenues 17,794 17567         17,273 1.3% 3.0%

Cost of services 10,910 10693         10,840 2.0% 0.6%

Gross Profits 6,884 6874           6,433 0.1% 7.0%

S&M,G&A. Expenses 2,565 2628           2,099 -2.4% 22.2%

EBIT 4,319 4246           4,334 1.7% -0.3%

Other Income 962 883              820 8.9% 17.3%

Share in associate's profit/(loss) 0 0                  -   

PBT 5,281 5129           5,154 3.0% 2.5%

Income tax expense 152 1403           1,446 -89.2% -89.5%

Net PAT 5,129 3726           3,708 37.7% 38.3%

EPS 23.6 16.3 16.2 44.7% 45.3%

Quarter Ended
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Arihant Research Desk 

E. research@arihantcapital.com 
T. 022-42254800 

Head Office Registered Office 

#1011, Solitaire Corporate park ,  

 Building No. 10, 1st Floor, 

 Andheri  Ghatkopar Link Road  

 Chakala, Andheri (E). 

Mumbai – 400093 

Tel: (91-22) 42254800 

Fax: (91-22) 42254880 

 

Arihant House 

E-5 Ratlam Kothi 

Indore - 452003, (M.P.) 

Tel: (91-731) 3016100 

 Fax: (91-731) 3016199 

 

Stock Rating Scale 
 Absolute Return 
BUY  >20% 
ACCUMULATE 12% to 20% 
HOLD 
NEUTRAL  

5% to 12% 
-5% to 5% 

REDUCE <-5% 

Research Analyst 
Registration No. 

Contact Website Email Id 

INH000002764 SMS: ‘Arihant’ to 56677 www.arihantcapital.com research@arihantcapital.com 

 

 

 

 

 

 

 

ARIHANT capital markets ltd. 
1011, Solitaire Corporate park , Building No. 10, 1st Floor, 

 Andheri  Ghatkopar Link Road Chakala, Andheri (E) Mumbai - 400093 

Tel. 022-42254800 Fax. 022-42254880 

www.arihantcapital.com 

 

Disclaimer:  

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of 
any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data 
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair 
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness 
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. 
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in 
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based, 
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of 
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information 
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm. 
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