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CMP: % 642

Target: ¥ 750 (17%)
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April 21, 2020

Pandemic related challenges impact results...

Infosys reported a poor set of Q4FY20 numbers mainly due to Covid-19
related challenges. The company lost ~US$30 million revenues due to
Covid-19 of which majority was due to supply led concerns. The revenue
decline was across geographies and across vertical except manufacturing &
other vertical. Margins dipped 80 bps due to dip in utilisation (impact of 90
bps), CSR (50 bps), visa cost (40 bps) offset by rupee depreciation (50 bps)
and cost efficiency (50 bps). The company has won US$1.6 billion deals (up
5.1% YoY) of which 56% are net new deals. The deals won are across
geographies and verticals. Digital revenues continue to be strong (up 29.6%
YoY and constitute 41.9% of overall revenues). The company expects digital
technologies to pick up pace post the Covid-19 crisis.

Digital key to growth in coming years

Infosys in line with its IT peers has withdrawn its revenue guidance for FY21E
due to uncertainty led by Covid-19. The company in line with other peers
expects near term revenues to be under pressure due to demand and supply
related challenges. Slower client decision making, delay in projects, pricing
pressure and lower discretionary spend are expected to impact near term
performance. However, we expect the company to see improved revenue
trajectory from H2FY21E. In terms of long term drivers, we expect
acceleration in digital technologies, the company’s ability to win large deals,
vendor consolidation and acquisition of captives will be key to revenue
growth. Hence, although we expect FY21E to be a washout year, we expect
FY22E to register 8.0% YoY growth in dollar revenues.

Revenue improvement to drive margins

Margins are expected to remain under pressure due to dip in utilisation and
pricing pressure. However, to mitigate these pressures, the company is
taking various measures like freeze on salary hike, promotions & hiring,
pyramid rationalisation, improving onsite offshore mix and lower
discretionary spend. While we expect these measures to reduce pressure
on margins in near term (FY21E), the real impact of these measures will be
visible in the long term (FY22E).

Valuation & Outlook

The company has shown a visible improvement in performance since the
change in management. We expect Infosys to continue to make steady
improvement in financials post these near-term challenges. Digital
acceleration, large deal wins vendor consolidation and cost rationalisation
remains key long term drivers. Further, the company has maintained healthy
cash flow generation and has a consistent dividend payout policy. We
remain positive on the stock and maintain our BUY rating with a target price
of ¥ 750/share.

Key Financial Summary

ZCrore FY18 FY19 FY20
Net Sales 70,522 82,676 90,791
EBITDA 19,010 20,890 22,279
EBITDA Margins (%) 27.0 25.3 24.5
Net P rofit 14,597 15,411 16,595
EPS (3 32.3 35.4 38.9
P/E 19.9 18.1 16.5
RoNW (%) 22.5 23.7 25.2
RoCE (%) 30.9 32.9 30.8
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Particular Amount
Market Capitalization (ICrore  2,79,323.4
Total Debt o

Cash and Investments (ZCro1 26,195.0
EV (RCrore) 2,53,128.4
52 week H/L 847 /511
E quity capital 2,170.0
Face value 35

Key Highlights

Near term outlook remains uncertain.

From medium to long term
perspective, we expect broad based

recovery post crisis

Large deal wins, vendor
consolidation and acceleration in
digital technologies remain key long

term revenue drivers

Expect witness
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FY21E
91,796
22,215
24.2
16,463
38.7
16.6
23.1
28.4

FY22E
99,135
24,486
24.7
18,893
44.4
14.5
24.1
29.8

CAGR (FY20-22E)
4.5%
4.8%

6.8%

Source: Company, ICICI Direct Research
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ﬂ Result Update | Infosys ICICI Direct Research
Exhibit 1: Variance Analysis

04FY20 QA4FY20E Q4FY19 YoY (%) Q3FY20 QoQ (%) Comments
Constant currency revenues declined 0.8% QoQ due to

Revenue 23,267 23,479 21,539 8.0 23,092 . . .
impact of Covid-19 pandemic
Employee expenses 14,752 14,838 13,752 7.3 14,636 0.8
Gross Profit 8,515 8,640 7,787 9.3 8,456 0.7
Gross margin (%) 36.6 36.8 36.2 44 bps 36.6 -2 bps
Selling & marketing costs 1,172 1,244 1,226 -4.4 1,204 -2.7
G&A expenses 1,667 1,479 1,412 18.1 1,451 14.9
EBITDA 5,676 5,917 5,149 10.2 5,801 -2.2
EBITDA Margin (%) 24.4 25.2 23.9 49 bps 25.1 -73 bps
Depreciation 749 751 531 41.1 737 1.6
EBIT 4,927 5,165 4,618 6.7 5,064 -2.7

EBIT margin declined sequentially due to dip in
EBIT Margin (%) 21.2 22.0 21.4  -26 bps 21.9 -75 bps utilisation, higher CSR, visa cost partially offset by
rupee depreciation and cost efficiency

Other income 614 822 665 -1.7 827 -25.8
PBT 5,541 5,987 5,283 4.9 5,891 -5.9
Tax paid 1,161 1,546 1,205 -3.7 1,383 -16.1
Reported PAT 4,321 4,399 4,078 6.0 4,457 31 Reported PAT came in below our estimate due to

lower other income

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY21E FY22E Comments

(% Crore) Old New % Change Old New % Change

Revenue 100,732 91,796 8.9 109,798 99,135 97 We reylse our revgnue estimate downwards to factor
in Covid-19 related impact

EBIT 23,168 19,277 -16.8 25,254 21,314 -15.6

EBIT Margin (%) 23.0 21.0 -200 bps 23.0 215 150 bps Due to pressu.re on reven'ues |.n first two quarters of
FY21E, we revise our margin estimates downwards

PAT 19,695 16,463 -16.4 21,553 18,893 -12.3

EPS R) 45.3 38.7 -14.7 49.6 44.4 -10.5

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research 2



ﬂ Result Update | Infosys

Conference Call Highlights

Revenue outlook: In the quarter, the company saw US$30 million impact
on revenues, which was mainly two-third supply and one-third demand
led. Infosys has not provided guidance on revenue and margins for FY21
due to uncertainty led by Covid-19 pandemic. The company will provide
guidance after visibility improves. In the near term, Infosys sees
challenges across industries. The company expects clients to conserve
cash. Hence, this may lead to delay in projects and lower discretionary
spend. Infosys is seeing increased opportunity in digital technologies
like cloud & virtualisation, captive sales (which the company is
exploring), mergers & acquisition and vendor consolidation

Margin trajectory: Margins in Q4FY20 declined 80 bps due to a dip in
utilisation (90 bps impact due to Covid-19), visa cost (40 bps), CSR (50
bps) offset by rupee depreciation (50 bps) and other cost efficiency (50
bps). Due to uncertainty in revenues, Infosys has undertaken various
cost rationalisation levers like salary freeze & promotion, utilisation,
employee pyramid, onsite-offshore mix, lower discretionary spend,
automation and lower subcontracting cost

TCV: Large deal TCV was healthy with deal signings worth ~US$1.6
billion in the quarter, up 5.1% YoY. Out of the total deal, 56% was new
with cloud deals, infra services and application development. The deal
won was broad based and across geographies. Seven deals were in the
Americas

Digital story: Digital continues to drive the growth of the company with
29.6% YoY growth and constituting 41.9% of revenues (vs. 33.8% in
Q4FY19). Further, Infosys continues to see acceleration in digital
technology like cyber security, cloud and automation

Vertical commentary: The company expects financial services to be
impacted by interest rate and loan losses in future. It also expects
insurance to be impacted and in the retail segment except non groceries
and expects significant pressure in coming quarters. The company
anticipates deal conversion would take time. Media is also facing a
slowdown due to lower advertising while energy & utility is expected to
be impacted by low energy prices. The company has seen strength in
consumer staples, telcos and healthcare. Vendor consolidation across
multiple sectors where smaller vendor has financial challenges,
execution capability and to get benefits of automation

Client metrics: Highlight of the quarter was addition of two clients in the
US$25 million bucket taking the count to 234. Number of clients
remained constant in US$50 million and US$100 million bucket. Thirteen
clients were added in US$1 million category taking the total count to 718

Employee update: Total 93% of the company’s employees are working
from home. There was a decline of 1083 employees taking employee
strength to 242,371. Attrition at a standalone and consolidated level
witnessed an increase of 0.6% and 1.1%, respectively. Attrition
(consolidated) and attrition (standalone) was at 20.7% and 18.2%,
respectively. The company is going to freeze hiring and lower sub-
contracting cost to manage utilisation. Utilisation (ex-trainees) dipped 90
bps sequentially to 83.5% in Q4FY20, which was mainly two-third supply
led and one-third demand led

ICICI Securities | Retail Research
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Key Metrics

ICICI Direct Research

Exhibit 3: Geography-wise break-up

Revenue by geography (%
North America

Europe

India

ROW

Growth Qo0 in $ terms (%)
North America

Europe

India

ROW

Q3FY19

60.4
24.2

2.6
12.8

2.4
3.1
6.3
0.8

04FY19

61.2
24.0

2.3
12.5

3.8
1.6
-9.4
0.0

Q1FY20

61.6
23.6

23
12.5

3.0
0.6
2.3
23

02FY20

61.4
24.1

2.1
11.8

2.2
4.7
20.4
-3.2

Q3FY20

61.3
24.4

2.8
11.5

0.9
23
4.8
-1.5

04FY20

61.6
24.4
2.6

1.4 Revenues declined across geographies

-0.9
-1.4
-8.5
-2.3

Source: Company, ICICI Direct Research

Exhibit 4: Vertical-wise break-up

Growth QoQ (%)

Revemue by verticals (%)

Financial Services

Insurance

Retail

Communication

Energy, Utilities, Resources & Services
Manufacturing

Hi Tech

Life Sciences

Others

%contribution to
revenues Q4FY20

31.3

15.5
13.0
12.9
10.1
1.9
6.4
2.9

%contribution to
revenues Q4FY19

31.6

15.9
13.5
12.7
10.0
1.1
6.0
2.6

3.5
The company sees pressure across verticals.

26 Telecom and healthcare relatively well placed

-0.1
5.4
5.8
1.3

1.7

18.4

Source: Company, ICICI Direct Research

Exhibit 5: Client & human resource matrix

Client metrics

5 Million $ clients
25 Million $ clients
50 Million $ clients
100 Million $ clients

Headcount, Utilization & Attrition
Total Employees

Utilization (Excluding trainees)
LTM Attrition (Standalone)

Q3FY19

651
214
59
23

225501
83.8
17.8

04FY19

662
222
60
25

228123
82.3
18.3

Q1FY20

680
228
59
27

229029
83.1
21.5

Q2FY20

693
228
61
27

236486
84.9
19.4

Q3FY20

705
232
61
28

243454
84.4
17.6

Q4FY20

718
234
61
28

Two client added in US$25 million category

24231

83.5
18.2

Source: Company, ICICI Direct Research
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Financial story in charts

Exhibit 6: Dollar revenue trend
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Exhibit 7: Change in margin estimates for FY21E & FY22E
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Exhibit 8: PAT trend
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Exhibit 9: Three year price chart
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ICICI Securities | Retail Research

ICICI Direct Research



ﬂ Result Update | Infosys

Financial summary

Exhibit 10: Profit and loss statement

(Year-end March) FY19
Total operating Income 82,676
Growth (%) 17.2
COGS (employee expenses) 51,857
Admin expenses 5,454
S&M expenses 4,475
Total O perating E xpenditure 61,786
EBITDA 20,890
Growth (%) 9.9
Depreciation 2,011
Other Income 2,883
PBT 21,041
Total Tax 5,630
PAT 15,411
Growth (%) 5.6
EPS (3 35.4
Growth (%) 9.5

FY20
90,791
9.8
57,827
5,973
4,712
68,512
22,219
6.7
2,905
2,803
22,007
5,367
16,595
1.7
38.9
9.9

FY21E
91,796
1.1
59,025
5,783
4,773
69,581
22,215
(0.3)
2,937
2,669
21,776
5,313
16,463
(0.8)
38.7
(0.6)

g crore

FY22E
99,135
8.0
63,248
6,245
5,155
74,648
24,486
10.2
3,172
3,847
24,991
6,098
18,893
14.8
44.4
14.8

ICICI Direct Research

Exhibit 11: Cash flow statement

(Year-end March)

P rofit after Tax

Add: Depreciation

(Inc)/dec in Current Assets
Inc/(dec) in CL and Provisions
Taxes paid

CF from operating activitie:
(Inc)/dec in Investments
(Inc)/dec in Fixed Assets

CF from investing activities
Dividend paid & dividend tax
Others

CF from financing activities
Net Cash flow

Exchange difference

Opening Cash

Closing Cash

FY19
15,411
2,011
(3,720)
3,128
(6,832)
15,844
1,369
(2,445)
(1,578)
(13,705)
6
(14,512)
(246)
(57)
19,818
19,568

FY20
16,595
2,905
(3,357)
1,419
(4,550)
18,557
(322)
(3,307)
(1,793)
(9,515)
(27)
(17,591)
(827)
(92)
19,568
18,649

FY21E
16,463
2,937
(343)
(407)
(5,313)
15,981
2,669
(3,000)
(331)
(11,034)
(11,034)
4,616
18,649
23,265

g crore
FY22E

18,893
3,172
(2,523)
1,283
(6,098)
16,979
3,847
(3,000)
8417
(11,882)
(11,882)
5,944
23,265
29,210

Source: Company, ICICI Direct Research

Source: Company, ICICI Direct Research

Exhibit 12: Balance sheet Zcrore M Exhibit 13: Key ratios

(Year-end March) FY19
E quity Capital 2,170
Reserve and Surplus 62,836
Total Shareholders funds 65,006
Employee benefit obligations 44
Debt -
Deferred Tax Liability 672
0ther non current liabilties 378
Total Liabilities 66,100
Assets

Property,plant and equipment 13,356
G oodwill 3,540
Intangibles 691
Available for sale assets 4,634
Other assets 9,639
Cash 19,568
Current Investments 6,627
Trade receivables 14,8217
Unbilled revenue 5,374
Prepayment & 0 .fin.assets 6,146
Other current assets 336
Total Current Assets 52,878
Trade payables 1,655
Unearned revenue 2,809
0CL & provisions 14,174
Total Current Liabilities 18,638
Net Current Assets 34,240
Application of Funds 66,100

FY20
2,122
63,722
65,844
38

968
5,062
71,912

17,867
5,286
1,900
4,137
9,002

18,649
4,655

18,487
7,121
5,602

62

54,576
2,852
2,990

15,014

20,856

33,720

71,912

FY21E
2,122
69,151
71,273
38

968
5,062
11,311

17,930
5,286
1,900
4,137
9,002

23,265
4,655

18,690
7,200
5,664

62

59,536
2,295
3,023

15,131

20,449

39,086

11,311

FY22E
2,122
76,163
78,285
38

1

968
5,062
84,354

17,757
5,286
1,900
4,137
9,002

29,210
4,655

20,184
1,775
6,117

62

68,003
2,478
3,265

15,989

21,732

46,270

84,354

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research

(Year-end March) FY19 FY20 FY21E FY22E
Per share data (3
EPS 35.4 38.9 38.7 44.4
Cash EPS 40.0 45.7 45.6 51.8
BV 149 154 167 184
DPS 21.5 22.3 21.5 23.1
Cash Per Share 45 44 55 69
Operating Ratios (%)
EBIT Margin 22.8 21.3 21.0 21.5
PBT Margin 25.4 24.2 23.7 25.2
P AT Margin 18.6 18.3 17.9 19.1
Debtor days 65 74 74 74
Unbilled revenue 21 25 28 28
Creditor days 7 1 9 9
Return Ratios (%)
RoE 23.7 25.2 23.1 241
RoCE 32.9 30.8 28.4 29.8
RolC 41.3 39.9 39.0 42.2
Valuation Ratios (x)
P/E 18 16 17 14
EV /EBITDA 12 1 1 10
EV / Net Sales 3 3 3 2
Market Cap / Sales 3 3 3 3
Price to Book Value 4 4 4 3
Solvency Ratios
Debt/EBITDA - - - 0
Debt / E quity - - - 0
Current Ratio 2 2 2 2
Quick Ratio 2 2 2 2
Source: Company, ICICI Direct Research
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Exhibit 14: ICICI Direct coverage universe (IT)

EPS (3 P/E (x) RoCE (%) RoE (%)
Company Cmp (3 TP (3 Rating Mcap (XCr)
FY19 FY20E FY21E FY22E FY19 FY20 FY21 FY22 FY19 FY19 FY20 FY21 FY22
FY20E FY21E FY22E

E E E E E E

HCL Tech (HCLTEC' 455 525 Hold 1,22,564 37.3 40.0 41.8 46.8 12 " 1 10 26.9 257 236 23.6 245 22.1 20.1 19.9
Infosys (INFTEC) 642 750 Buy 2,79,323 354 389 387 444 18 16 17 14 329 308 28.4 29.8 237 252 231 241
TCS (TCS) 1,763 2,055 Hold 6,80,250 83.8 86.2 828 935 22 21 22 19 43.8 435 415 427 344 315 359 36.6
Tech M (TECMAH) 516 760  Buy 49,216 47.7  46.0  46.6  55.9 "M 12 12 10 23.6 203 19.0 205 21.2 18.0 16.2 17.2
Wipro (WIPRO) 176 225 Buy 1,10,208 14.9 16.6 15.8 17.6 12 1" 12 0 17.8 193 16.4 164 158 17.4 148 14.6
Mindtree (MINCON) 752 945 Hold 12,068 459 37.9 456  55.6 16 19 16 13 29.8 231 238 25.8 228 16.4 17.3 18.9
LTI (LTINFC) 1,488 1,795 Buy 23,749 87.3 855 107.0 123.8 16 16 13 11 404 326 337 327 31.0 25.0 258 25.0

NIIT Tech (NIITEC) 1,057 1,390 Hold 6,672 657 723 75.0 89.7 17 15 15 12 252 229 215 228 195 187 17.2 184
Infoedge (INFEDG) 2,405 2,450 Hold 28,481 23.1 202 320 395 101 116 73 59 186 183 19.2 21.0 121 9.9 140 154

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold,
Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined
as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
P icicidirect.com| 1 1
!n-lllnunll,-),::)ulhnluhpl | BH‘{JE{EF{, \
ICICI Securities Ltd. 75 STARMINE |
Eﬁ;‘a-yst»\‘.».‘a'd 2012 L
Pankaj Pandey Head — Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,

1st Floor, Akruti Trade Centre,
Road No 7, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com

ICICI Securities | Retail Research 9



ﬂ Result Update | Infosys ICICI Direct Resea

ANALYST CERTIFICATION

|/We, Devang Bhatt, PGDBM, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views exp 1 in this report ac ly reflect our views about the subject issuer(s) or
securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this report
have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. ICICI Securities Limited is a Sebi registered
Research Analyst with SEBI Registration Number — INH000000990. ICICI Securities Limited Sebi Registration is INZ000183631 for stock broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank
and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the
securities or derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as
such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions expressed in this document may or may
not match or may be contrary with the views, estimates, rating, target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would
endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI
Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in
circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein
is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting
and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who
must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient.
The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities
whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past twelve months.
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