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October 16, 2020 

CMP: | 380    Target: | 440 (16%)     Target Period:  12  months  

Cyient Ltd (CYILIM) 

 BUY 

 

Revenues expected to improve QoQ… 

Cyient Ltd (Cyient) reported a decent set of Q2FY21 numbers. Dollar 

revenues increased 3.4% QoQ (1.3% in constant currency terms) led by 

1.7% QoQ growth in services revenues and 13.3% QoQ growth in DLM 

revenues. The growth in services revenues was led by communication 

(28.4% of revenues), up 7.7% QoQ and transportation (14.3% of revenues) 

up 21.6% QoQ, partially offset by a decline in aerospace & defence (27% of 

revenues), down 11.5% QoQ and semiconductor, IoT and analytics (5.3% of 

revenues) down 2.3% QoQ. In terms of margin, services EBIT margins 

increased 542 bps QoQ to 12.2% led by higher utilisation, lower 

subcontracting cost and lower restructuring cost. 

Communication and transportation to drive revenues 

The company expects services revenues to improve QoQ mainly led by 

increased traction in communication, energy & utility and transportation 

segment mainly led by growth in key clients, digital technologies, 5G rollout, 

traction in broadband and stable revenues from government clients. In 

addition, Cyient expects DLM business to improve QoQ led by improvement 

in medical technology and healthcare business units. Further, the company 

believes that its aerospace & defence vertical has bottomed out and could 

witness stability, going forward. However, a sharp dip in H1FY21 (~17% 

YoY) will lead to FY21E revenues dip of ~12% YoY. We expect Cyient to 

register revenue growth of at least 6.0% in FY22E, FY23E, led by a revival 

across segments. 

Margins to improve gradually 

The company reported a 586 bps QoQ increase in EBIT margin to 11.0% led 

by 542 bps QoQ improvement in services revenues. The healthy margin 

expansion in services revenues (12.2% EBIT margins) was led by higher 

utilisation, lower subcontracting cost and lower restructuring cost. Going 

forward, we expect margins to improve QoQ led by a recovery in revenue 

growth, absence of one-time restructuring cost and cost rationalisation. 

Hence, we expect margins to improve 190 bps QoQ in FY22E and another 

90 bps QoQ in FY23E. 

Valuation & Outlook 

Going forward, the company expects communication, transportation and 

medical segment to drive revenue growth and believes aerospace revenues 

bottomed out in Q2FY21. Hence, we expect revenues to improve on a QoQ 

basis, going forward. In terms of margins, we expect the company to post a 

healthy improvement in FY22E and FY23E led by various cost rationalisation 

measures undertaken by the company. Hence, we upgrade the stock from 

HOLD to BUY with a revised target price of | 440 (10x FY23E EPS). 

  

 

Key Financial Summary 

 

s

Financials FY19 FY20 FY21E FY22E FY23E CAGR (FY20-23E)

Net Sales 4,618                4,427                4,077           4,388           4,747           2.3%

EBITDA 644                   596                   571              698              797              10.2%

EBITDA Margins (%) 14.0 13.5 14.0 15.9 16.8

Net Profit 479                   343                   345              402              471              11.2%

EPS (|) 42.4                  33.9                  31.4             36.6             42.8             

P/E 9.0                    12.2                  12.1             10.4             8.9              

RoNW (%) 18.7                  13.4                  12.6             13.8             15.0             

RoCE (%) 21.4                  15.9                  14.4             15.8             17.2             
 

Source: Company, ICICI Direct Research 

 

Particulars 
 

Particular Amount

Market Cap (| Crore) 4,288.4    

 Total Debt  (| Crore) 373.8       

Cash and Invest (| Crore) 951.8       

 EV (| Crore) 3,710.4    

52 week H/L 514 / 184

 Equity capital 55.0        

Face value | 5
 

 

Price Performance 
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Key Highlights 

 Communication and transportation 

segments to drive revenues 

 Expect margins to gradually improve 

led by cost rationalisation and 

demand recovery 

 Upgrade stock to BUY with revised 

target price of | 440 
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Financial summary 

Exhibit 1: Profit and loss statement                              | crore 

FY20 FY21E FY22E FY23E

Total Revenues 4,427   4,077   4,388   4,747   

Growth (%) (4.1)     (7.9)     7.6      8.2      

COGS 2,896   2,674   2,861   3,062   

Other expenditure 935     832     829     888     

EBITDA 596     571     698     797     

Growth (%) (7.5)     (4.2)     22.2    14.3    

Depreciation 188     192     206     223     

Other Income 125     122     85       92       

Interest 52       45       45       45       

PBT before Exceptional Items 482     456     532     621     

Tax 108     109     128     149     

PAT before Exceptional Items 311     344     401     469     

Exceptional items (30)      -        -        -        

PAT before MI 341     344     401     469     

PAT 343     345     402     471     

Growth (%) (28.4)   0.7      16.7    16.9    

Adjusted EPS 33.9    31.4    36.6    42.8    

EPS (Growth %) (20.1)   (7.4)     16.7    16.9    
 

Source: Company, ICICI Direct Research 

Exhibit 2: Cash flow statement                                     | crore 

FY20 FY21E FY22E FY23E

PBT 468    456    532    621    

Depreciation 188    192    206    223    

WC changes 33      (103)   (107)   (93)     

Other non cash adju. 40      (77)     (40)     (47)     

Income taxes pd. (146)   (109)   (128)   (149)   

CF from operations 582    358    463    555    

Other Investments 58      122    85      92      

Acq. Of business

(Purchase)/Sale of Fixed Assets (215)   (122)   (145)   (157)   

CF from investing Activities (157)   (0)       (59)     (64)     

Inc / (Dec) in Equity Capital (38)     -        -        -        

Change in debt funds (92)     (95)     (45)     (45)     

Dividend & DDT (317)   (172)   (227)   (249)   

CF from Financial Activities (446)   (267)   (272)   (294)   

Exchange rate differences 11      -        -        -        

Opening cash balance 962    952    1,042  1,175  

Cash as margins/associates

Cash c/f to balance sheet 952    1,042  1,175  1,372  
 

Source: Company, ICICI Direct Research 

 

Exhibit 3: Balance sheet                                                | crore 

FY20 FY21E FY22E FY23E

Liabilities

Equity 55       55       55       55       

Reserves & Surplus 2,506   2,679   2,855   3,077   

Networth 2,561   2,734   2,910   3,132   

Minority Interest (3)        (2)        (0)        2         

Borrowings 374     324     324     324     

Long term Liabilties & provisions 423     423     423     423     

Source of funds 3,354   3,479   3,656   3,880   

Assets

Net fixed assets 691     622     560     494     

Net intangible assets 143     143     143     143     

CWIP 80       80       80       80       

Goodwill 537     537     537     537     

Other non current assets 222     231     240     251     

Non current Investments 41       41       41       41       

Inventories 227     208     224     242     

Debtors 726     668     719     778     

Cash & Cash equivalents 952     1,042   1,175   1,372   

Other current assets 560     660     698     742     

Trade payables 373     351     378     409     

Current liabilities 415     375     341     358     

Provisions 38       28       43       33       

Application of funds 3,354   3,479   3,656   3,880   
 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Key ratios                                                      | crore 

FY20 FY21E FY22E FY23E

Per share data (|)

Adjusted EPS (Diluted) 33.9   31.4   36.6   42.8   

Cash per Share 86.5   94.8   106.8  124.7  

BV per share 232.8  248.6  264.6  284.8  

DPS 18.0   15.6   20.6   22.6   

Operating Ratios (%)

EBITDA Margin 13.5   14.0   15.9   16.8   

PAT Margin 7.7     8.5     9.2     9.9     

Debtor days 60      60      60      60      

Creditor days 31      31      31      31      

Return Ratios (%)

RoE 13.4   12.6   13.8   15.0   

RoCE 15.9   14.4   15.8   17.2   

RoIC 17.6   16.1   20.5   23.7   

Valuation Ratios (x)

P/E 12.2   12.1   10.4   8.9     

EV / EBITDA 6.2     6.3     4.9     4.1     

EV / Net Sales 0.8     0.9     0.8     0.7     

Market Cap / Sales 1.0     1.1     1.0     0.9     

Price to Book Value 1.6     1.5     1.4     1.3     

Solvency Ratios

Debt/EBITDA 0.6     0.6     0.5     0.4     

Debt / Equity 0.1     0.1     0.1     0.1     

Current Ratio 1.8     2.0     2.2     2.2     

Quick Ratio 1.6     1.8     1.9     1.9     
 

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% 
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ANALYST CERTIFICATION  

I/We, Devang Bhatt, PGDBM, Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately 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 
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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 veri fication has been made nor is its accuracy or completeness guaranteed. This report and information herein is solely 
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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 
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ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its analysts did not receive any compensation or other benefits 
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