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CYIENT LTD
Stock Details PRICE RS.586 TARGET RS.684 BUY

Market cap (Rs mn) 66052
52-wk Hi/Lo (Rs) 887 /570
Face Value (Rs) 5
3M Avg. daily vol (Nos) 331,651
Shares o/s (mn) 113
Source: Bloomberg
Financial Summary
Y/E Mar (Rs mn) FY19 FY20E FY21E
Revenue 46,175 51,216 56,370
Growth (%) 179 109  10.1
EBITDA 6,443 7,196 7,927
EBITDA margin (%) 140 140 141
PAT 4,785 5,154 5553
EPS 43.5 46.9 50.5
EPS Growth (%) 18.5 7.7 7.7
BV (Rs/share) 232 256 280
Dividend/share (Rs) 15.0 20.0 21.4
ROE (%) 19.5 19.2 18.9
ROCE (%) 18.4 19.1 20.0
P/E (X) 135 125 116
EV/EBITDA (x) 9.1 7.7 6.8
P/BV (X) 25 2.3 2.1
Source: Company, Capitaline
Shareholding Pattern (%)
(%) Mar 19 Dec-18 Sep-18
Promoters 22.1 22.1 22.1
Fll 43.1 43.2 43.2
DIl 23.9 24.0 24.2
Others 10.9 10.7 10.5
Source: Bloomberg
Price Performance (%)
(%) ™ 3M 6M
Cyient Ltd (1200  (25) (5.3)
Nifty 2.5 8.0 15.0
Source: Bloomberg
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Cyient Q4FY19 revenue de-grew by 0.3% QoQ in CC terms to USD 165.2 mn
below our estimate. However, in FY19 revenue grew 10.1% YoY to US$660
mn in CC terms. In Q4FY19, Services revenue stood at § 146.9 mn; growth
of 1.7% QoQ (1.4% in CC), 2.9% YoY. On a consolidated basis, operating
margin improved by 33 bps QoQ to 15.1% in Q4FY19.

Key Highlights

O Cyient's service revenue grew by 2.9% YoY led by A&D (+4.6% YoY),
Transportation (9.2% YoY), I&ENR (5.7% YoY) and SIA (47.4% YoY).

O Onaconsolidated basis, operating margin improved by 33 bps QoQ to 15.1%
in Q4FY19 (highest in the last 20 quarters). Further, service segment margin
improved to 16.4% an expansion of 16 bps QoQ aided by incremental bill
days (83 bps), better SGA absorption (8bps), offset by forex impact (46 bps)
and change in revenue mix (29 bps). However, DLM margins was flat at 4.1%

(QoQ).

O In Q4FY19, adjusted PAT increased by ~104% QoQ to Rs. 1.88 bn primarily
on account of higher other income and lower effective tax rate (ETR). ETR
without one off is 21.5%. Reported ETR @ 15.3% is mainly due to one off
annual assessment of tax positions of specific business areas (impact ~
5.5%).

Q Other income: In Q4FY19, the company reported increase in realized gains
by Rs. 60 mn and unrealized gains of Rs. 412 mn. Sequentially, other income
swing of Rs.976 mn mainly on account of tax incentives on export of
services merchandise (Rs.280 Mn).

O The board has recommended a final dividend of Rs 10/share for FY19 along
with an interim dividend of Rs.5/- declared earlier (i.e. total Rs.15/-, Source:
BSE). Its cash and cash equivalents stood at Rs 9.983 bn at March 2019 end.

Q The Company has acquired the remaining 26% shareholding inits subsidiary,
Cyient DLM Private Limited on January 22, 2019 for a consideration of
Rs.425 mn.

Valuation & outlook

We believe Cyient is well placed to address opportunities in ER&D over long
term. The company expects high single digit growth for services segment in CC
backed by a strong pipeline and order backlog and DLM business is expected to
grow by ~15% in CC in FY20.

We have introduced FY21E earnings and expect Cyient to report an EPS of
Rs.46.9/share in FY20E and an EPS of Rs. 50.5/share in FY21E. We value stock
at 14x FY21E earnings. We maintain BUY on Cyient with a revised target price
of Rs. 684 (earlier Rs.719).
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Quarterly Consolidated Financials
Key financials Q4FY19 Q3FY19 Q4FY18 YoY (%) QoQ (%)
Consolidated Revenue (US$ Mn) 165.2 165 164.6 0.36 0.06
Average (INR/USS) 70 72 65 9 2)
Income from operation 11,629 11,876 10,618 10 )
Less: Cost of Revenue 7,524 7,723 6,919 9 3)
Direct Salary and related costs 4,989 5179 4,527 10 (@)
Direct Travel 243 249 223 9 2
Sub contract and others 1,106 934 905 22 18
Delivery Management 244 251 213 15 3)
In Q4FY19, the company  Material cost 941 1,109 1,051 (10) (15)
reported increase in realized  Gross profit 4,105 4,153 3,699 11 )
gains by Rs. 60 mn and  Less: Sales and Marketing 643 631 646 (0) 2
unrealized gains of Rs. 412 Less: General and Administration 1,711 1,774 1,561 10 4)
mn. Sequentially, other Operating Profit 1,751 1,749 1,492 17 0
income swing of Rs.976 mn Less: Depreciation and Amortization 261 279 257 2 (7)
mainly on account of tax Less: Financial expenses 87 96 67 30 )
incentives on export of Add: Other income 789 (187) 408 93
services merchandise Profit before tax (PBT) 2,192 1,187 1,576 39 85
(Rs.280 Mn) (Less)/Add: Exceptional item -112 -32
Tax 318 266 336 (5) 20
Add: Share of Profit IASI & IHAL -6.5 1 -4 - -
Less: Minority Interest- Insights and DLM -1 28 - -
Profit After Tax (Reported) 1,768 921 1,184 49 92
Basic EPS (Rs) 16.0 8.1 10.5 53 97
Source: Company
Margin details (%)
Mar-19 Dec-18 Mar-18 bps bps
Reported ETR @ 15.3% is  Gross Margin 353 35.0 34.8 46 3
mainly due to one off annual ~ Operating Margin 15.1 14.7 14.1 101 3
assessment of tax positions Effective Tax Rate 15.3 22.4 21.8 -647 -71
of specific business areas ~ PAT Margin 152 7.8 1.2 405 745
(impact ~ 5.5%). Source: Company
Consolidated Revenue Segmentation
Q4FY19 Q3FY19 Q4FY18 YoY (%)  QoQ (%)
By Geography ($ Mn) 165.2 165 164.6 0 0
Americas 82.0 89.3 87.7 (@) 8)
Europe, Middle East, Africa 37.3 36.5 481 (22) 2.2
Asia Pacific (includes India) 459 39.3 28.8 59 16.8
By Geography (%) 100 100 100 YoY (%) QoQ (%)
Americas 49.6 54 53 (@) (@)
Europe, Middle East, Africa 22.6 22 29 () 0
Asia Pacific (includes India) 27.8 24 18 10 4
Onsite/offshore Split (US$ Mn) 165 165 165 0 0.1
Onsite 95 94 92 3 0.2
Offshore 71 71 72 3) 0.2)
Onsite/offshore Split (%) —
Onsite/Offshore is computed only for
Services business 100 100 100
Onsite 57 57 56 1 0
Offshore 43 43 44 m 0
Utilization (%) - services business 77.8 78.1 76.7 1 -0.3
Source: Company
Kotak Securities — Private Client Research Please see the Disclosure/Disclaimer on the last page For Private Circulation 3
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Account Receivables (in Days)

Mar-19 Dec-18 Mar-18 YoY (%) QoQ (%)

DSO Total 88 83 80

- Billed 61 56 58

- Unbilled 27 27 23

Order Intake ($ Mn) Mar-19 Dec-18 Mar-18 YoY (%) QoQ (%)
Cyient - Services 185 255 187 m 27)
DLM 11 19 19 (42) (42)
Group of total 196 274 206 (5) (28)
Top Clients: Rev Contribution (%) Mar-19 Dec-18 Mar-18  bps (yoy) bps (qoq)
Top 5 31.8 33.2 38.9 (710) (140)
Top 5-10 11.2 10.7 13.5 (230) 50
Top 10 43 43.9 52.4 (940) (90)
No. of Million $ Clients Mar-19 Dec-18 Mar-18

20 Mn+ 4 4 4 0 0
10 Mn+ 13 13 12 1 0
5 Mn+ 29 31 26 3 2)
1 Mn+ 86 87 72 14 Q)
New Customers Added 5 30 12 (@) (25)
Capital Expenditure (Rs. Mn) 407 326 476

Employee - consolidated

Total Manpower 15,084 15,193 14762 2 ™)
Technical & Pool 13,916 14,002 13614 2 m
Non-Technical 393 13 348 13 (5)
Support 775 778 800 3) 0)
Voluntary Attrition (%) 19.9 21.2 16.9

Involuntary Attrition (%) 4.6 2.3 1.5

Source: Company

Key highlights
B The company has rolled out a portfolio of services and solutions for 5G
deployment and is optimistic about growth opportunities in this space.

m Cyient has been selected by UK power portal networks to develop an outage
planning portal.

B The company has signed tripartite MoU with the government of Telangana
and Telangana State Aviation Academy (TSAA) for Drone Pilot Training and
Certification Programs. (Source: BSE)

m [t has also launched Cyber security Security Operations Centre (SOC).

m Outstanding forward contract as on 31st March 19 stands at USD 132 mn.
The company highlighted that if the spot rate remains at same level (as of
31st Mar'19), forex gain on current forward contracts could be ~$ 9.8 mn
for next 12 months.

m Share Buyback: Cyient has completed its equity shares buy-back scheme
which was started on 12th Feb'19 and ended on 11th April'19. The company
bought back 3.12 mn shares (2.76% of pre-buyback total equity shares) at
an average price of Rs. 640/share (as against a maximum price Rs.
700/shares).
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New Business Accelerator program (NBA)

The company’s management has indicated that the NBA program is garnering
good traction and expect it to accelerate Cyient's EPS growth by 1.5-3%, from
FY21 and onwards. In NBA, 16 projects are under development out of 19
approved projects. Seeing customer level traction in the products/solutions
being developed under NBA, especially in the 10T, space-bots, augmented reality
and smart city space.

Maintain BUY

We believe Cyient is well placed to address opportunities in ER&D over long
term. The company expects high single digit growth for services segment in CC
backed by a strong pipeline and order backlog and DLM business is expected to
grow by ~15% in CC in FY20.

We have introduced FY21E earnings and expect Cyient to report an EPS of
Rs.46.9/share in FY20E and an EPS of Rs. 50.5/share in FY21E. We value the
stock at 14x (at 30% discount to its peer) FY21E earnings. We maintain BUY
rating with a revised target price of Rs. 684 (earlier Rs.719).

Company Background

Founded in 1991, Cyient provides engineering, manufacturing, geospatial,
network, and operations management services to global industry leaders. We
deliver innovative solutions that add value to businesses through the
deployment of robust processes and state-of-the-art technology. Our high
quality products and services help clients leverage market opportunities and
gain the competitive advantage.
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Financials: Consolidated

Profit and Loss Statement (Rs mn) Balance sheet (Rs mn)

(Year-end Mar) FY18 FY19 FY20E FY21E (Year-end Mar) FY18 FY19 FY20E FY21E
Revenues 39,175 46,175 51,216 56,370 Cash and cash equivalents 9,807 9,705 8,770 10,620
% change YoY 8.6 17.9 10.9 10.1 Accounts receivable 9,687 8,137 9,025 9,934
EBITDA 5492 6,443 7,196 7,927 Inventories 1,312 1,833 2,033 2238
% change YoY 13.3 17.3 1.7 10.2 Loans and Adv & Others 3,281 7558 7,739 7924
Other Income 1,153 1,227 1,227 1,268 Current assets 24,087 27,233 27,568 30,715
Depreciation 1,051 1,114 1,346 1,502 Misc exp. 0 0 0 0
EBIT 5,594 6,557 7,076 7,693 LT investments 1,428 545 545 545
% change YoY 241 17.2 7.9 8.7 Net fixed assets+GW 8,490 10,820 11,320 11,820
Net interest 231 364 364 364 Total assets 34,005 38,598 39,433 43,080
Profit before tax 5364 6,193 6,713 7,329

% change YoY 24.2 15.5 8.4 9.2

Tax 1,381 1427 1578 1,796 Payables 3855 3,712 4117 4,532
as % of PBT 25.7 23.0 23.5 245 Others 1,131 2229 2472 2,721
Profit after tax 3,983 4,766 5,135 5,534 Current liabilities 4986 5941 6,590 7,253
Minority interest (71) (19) (19) (19) Provisions 1457 2974 4656 4,971
Share of profit of associates 0 0 0 0

Net income 4,054 4,785 5,154 5,553 LT debt 2,832 3,950 0 0
% change YoY 179 18.0 7.7 7.7 Others 1,291 111 92 73
Shares outstanding (m) 282 276 275 275 Equity 563 552 550 550
EPS (reported) (Rs) 36.7 435 46.9 50.5 Reserves 22,876 25,070 27,546 30,235
CEPS (Rs) 45.3 53.4 59.1 64.2 Total liabilities 34,005 38,598 39,433 43,080
DPS (Rs) 13.3 15.0 20.0 21.4 BVPS (Rs) 208 232 256 280
Source: Company, Kotak Securities — Private Client Research Source: Company, Kotak Securities — Private Client Research

Cash flow Statement (Rs mn) Ratio Analysis

(Year-end Mar) FY18 FY19 FY20E FY21E (Year-end Mar) FY18 FY19 FY20E FY21E
EBIT 5594 6557 7,076 7,693 EBITDA margin (%) 14.0 14.0 14.0 14.1
Add: Depreciation 1,051 1,114 1,346 1,502 EBIT margin (%) 14.3 14.2 13.8 13.6
Change in working capital 1,752 3,043 514 525 Net profit margin (%) 10.3 10.4 10.1 9.9
Chgs in other net current assets

Operating cash flow 4893 4627 7909 8,670 Receivables (days) 90.3 64.3 64.3 64.3
Less: Interest (231) (364) (364) (364 Inventory (days) 12.2 14.5 14.5 14.5
Less: Tax (1,381) (1,427) (1,578) (1,796) Sales/gross assets(x) 1.5 1.6 1.7 1.8
Cash flow from operations 3,282 2,837 5968 6,511 Interest coverage (x) 19.3 147 16.1 17.7
Less: Capex (1,766) (3,444) (1,846) (2,002)

(Inc)/dec in investments 529 883 - - Debt/equity ratio(x) 0.1 0.2 - -
Cash flow from investments (1,237) (2,561) (1,846) (2,002)

Others 30 (582 2 0 ROE (%) 18.2 19.5 19.2 18.9
Increase/(decrease) in debt 718 1,118 (3,950) - ROCE (%) 17.0 18.4 19.1 20.0
Proceeds from share premium - - - -

Dividends (1,767)  (914) (1,104) (2,659) EV/ Sales 1.5 1.3 1.1 1.0
Cash flow from financing  (1,019) (378) (5,056) (2,659) EV/EBITDA 10.5 9.1 1.7 6.8
Opening cash 8,781 9,807 9,705 8,770 Price to earnings (P/E) 16.0 13.5 12.5 11.6
Closing cash 9807 9,705 8770 10,620 Price to book value (P/B) 2.8 2.5 2.3 2.1
Source: Company, Kotak Securities — Private Client Research Source: Company, Kotak Securities — Private Client Research
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RATING SCALE

Definitions of ratings
BUY -
ADD -
REDUCE -
SELL -
NR -

SUBSCRIBE -
RS -

NA -

NM -
NOTE -

We expect the stock to deliver more than 15% returns over the next 12 months

We expect the stock to deliver 5% - 15% returns over the next 12 months

We expect the stock to deliver -5% - +5% returns over the next 12 months

We expect the stock to deliver < -5% returns over the next 12 months

Not Rated. Kotak Securities is not assigning any rating or price target to the stock.
The report has been prepared for information purposes only.

We advise investor to subscribe to the IPO.

Rating Suspended. Kotak Securities has suspended the investment rating and price target
for this stock, either because there is not a sufficient fundamental basis for determining, or
there are legal, regulatory or policy constraints around publishing, an investment rating or
target. The previous investment rating and price target, if any, are no longer in effect for this
stock and should not be relied upon.

Not Available or Not Applicable. The information is not available for display or is not
applicable

Not Meaningful. The information is not meaningful and is therefore excluded.

Our target prices are with a 12-month perspective. Returns stated in the rating scale are our
internal benchmark.
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Disclosure/Disclaimer

Kotak Securities Limited established in 1994, is a subsidiary of Kotak Mahindra Bank Limited. Kotak Securities is one of India’s largest brokerage and distribution
house.

Kotak Securities Limited is a corporate trading and clearing member of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock
Exchange of India Limited (MSE), National Commodity and Derivatives Exchange (NCDEX) and Multi Commodity Exchange (MCX). Our businesses include stock
broking, services rendered in connection with distribution of primary market issues and financial products like mutual funds and fixed deposits, depository services
and Portfolio Management.

Kotak Securities Limited is also a depository participant with National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL).
Kotak Securities Limited is also registered with Insurance Regulatory and Development Authority as Corporate Agent for Kotak Mahindra Old Mutual Life Insurance
Limited and is also a Mutual Fund Advisor registered with Association of Mutual Funds in India (AMFI). We are registered as a Research Analyst under SEBI (Research
Analyst) Regulations, 2014.

We hereby declare that our activities were neither suspended nor we have defaulted with any stock exchange authority with whom we are registered in last five years.
However SEBI, Exchanges and Depositories have conducted the routine inspection and based on their observations have issued advise/warning/deficiency letters/ or
levied minor penalty on KSL for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities;
nor has our certificate of registration been cancelled by SEBI at any point of time.

We offer our research services to clients as well as our prospects.

This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person.
Persons into whose possession this document may come are required to observe these restrictions.

This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an
offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of
clients of Kotak Securities Ltd. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or
needs of individual clients.

We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be
guaranteed. Neither Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this
material should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or
down. Past performance is not a guide for future performance. Certain transactions -including those involving futures, options and other derivatives as well as non-
investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centers on studying charts of a stock's
price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance or other reasons that prevent us from doing so. Prospective investors and others are cautioned that
any forward-looking statements are not predictions and may be subject to change without notice. Our proprietary trading and investment businesses may make
investment decisions that are inconsistent with the recommendations expressed herein.

Kotak Securities Limited has two independent equity research groups: Institutional Equities and Private Client Group. This report has been prepared by the Private
Client Group.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short
positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn
brokerage or other compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or
lender / borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions
at the time of publication of Research Report or at the time of public appearance. Kotak Securities Limited (KSL) may have proprietary long/short position in the above
mentioned scrip(s) and therefore may be considered as interested. The views provided herein are general in nature and does not consider risk appetite or investment
objective of particular investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation
to do business with KSL. Kotak Securities Limited is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment decisions independent of the
PCG research and accordingly PMS may have positions contrary to the PCG research recommendation. Kotak Securities Limited does not provide any promise or
assurance of favourable view for a particular industry or sector or business group in any manner. The investor is requested to take into consideration all the risk factors
including their financial condition, suitability to risk return profile and take professional advice before investing.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies
and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this
report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities’ prior written consent.
Details of Associates are available on www.kotak.com

1. “Note that the research analysts contributing to the research report may not be registered/qualified as research analysts with FINRA; and
2. Such research analysts may not be associated persons of Kotak Mahindra Inc and therefore, may not be subject to NASD Rule 2711 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account

Any U.S. recipients of the research who wish to effect transactions in any security covered by the report should do so with or through Kotak Mahindra Inc. (Member
FINRA/SIPC) and (ii) any transactions in the securities covered by the research by U.S. recipients must be effected only through Kotak Mahindra Inc. (Member
FINRA/SIPC)at 369 Lexington Avenue 28th Floor NY NY 10017 USA (Tel:+1 212-600-8850).

Kotak Securities Limited and its non US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates
to non US issuers, prior to or immediately following its publication. This material should not be construed as an offer to sell or the solicitation of an offer to buy any
security in any jurisdiction where such an offer or solicitation would be illegal. This research report and its respective contents do not constitute an offer or invitation
to purchase or subscribe for any securities or solicitation of any investments or investment services. Accordingly, any brokerage and investment services including
the products and services described are not available to or intended for Canadian persons or US persons.”

Research Analyst has served as an officer, director or employee of subject company(ies): No
We or our associates may have received compensation from the subject company(ies) in the past 12 months.
We or our associates have managed or co-managed public offering of securities for the subject company(ies) in the past 12 months: No

We or our associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company(ies) in the past
12 months. We or our associates may have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the subject company(ies) in the past 12 months. We or our associates may have received compensation or other benefits from the subject company(ies)
or third party in connection with the research report. Our associates may have financial interest in the subject company(ies).

Research Analyst or his/her relative's financial interest in the subject company(ies): No

Kotak Securities Limited has financial interest in the subject company(ies) at the end of the month immediately preceding the date of publication of Research Report:
No

Nature of financial interest is holding of equity shares or derivatives of the subject company.

Our associates may have actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date of
publication of Research Report.

Research Analyst or his/her relatives has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately
preceding the date of publication of Research Report: No.

Kotak Securities Limited has actual/beneficial ownership of 1% or more securities of the subject company(ies) at the end of the month immediately preceding the date
of publication of Research Report: No
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By referring to any particular sector, Kotak Securities Limited does not provide any promise or assurance of favourable view for a particular industry or sector or
business group in any manner. The investor is requested to take into consideration all the risk factors including their financial condition, suitability to risk return profile
and take professional advice before investing. Such representations are not indicative of future results.

Subject company(ies) may have been client during twelve months preceding the date of distribution of the research report.

"A graph of daily closing prices of securities is available at https://www.nseindia.com/ChartApp/install/charts/mainpage.jsp
and http://economictimes.indiatimes.com/markets/stocks/stock-quotes. (Choose a company from the list on the browser and select the "three years" icon in the price
chart).”
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