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Generating Wealth

Margin beat;
Growth momentum expected to be continue

CMP: INR 4,744 * MindTree has reported a decent set of numbers in Q3FY22,
Revenue in-line, margin above estimate due to cost
Rating: Neutral optimization.
* Constant Currency Revenue growth +33.7% YoY/4.7% QoQ to
Target Price: INR 4,684 (Mn USD) 366 against our estimate of 369 (Mn USD).
stock Info * MindTree has reported consolidated revenue of INR 27,500 Mn,
BSE 532819 +36% YoY/6% QoQ in Q3FY22 against our estimate of INR
27,765 Mn, higher sequential growth led seasonal projects
MBS MINDTREE especially in Communications, Media & Technology and TTH
Bloomberg MTCLIN (Travel, Transportation & Hospitality)
Reuters MINT.BO * Consolidated EBIT stood at INR 5,289 Mn, up by 33% YoY/13%
Sector IT QoQ against our estimate of INR 5,183 Mn, led by operating
Face Value (INR) 10 leverage and cost optimization.
Equity Capital (INR mn) 1647 * On the margins front, EBIT margin expansion by 107 bps QoQ/ -
MKt Cap (INR mn) 27732 35bps YoY to 19.2% against our estimate of 18.7%.
2 * Consolidated PAT stood at INR 4,375 Mn, up by 34% YoY/10%
ALY ST, QoQ against our estimate of INR 4,330 Mn.
Avg Yearly Vol (in 000") L116  « peal wins remain strong with order book for the Q3FY22 was
Shareholding Pattern % 5358 million, up 14.6% year-over-year and YTD TCV crosses 51.2
(As on December, 2021) billion due to strong demand, aggressive customer mining, and
bromoters 61,00 end-to-end digital transformation capabilities.
' * (lient added: The company has 265 active clients as of
il L5772 December 31, 2021, S5 million+ clients grew by 2, total 52, and
ol 7.11 $10 million+ clients grew by 3, total 33.
Public & Others 16.17
Stock Performance (%) im  3m 12m Valuations
MindTree 26 8.1 1703 At a CMP of INR 4,744, Mindtree is currently trading at a P/E of
) 35.4x to its FY24E EPS of INR 133.8. Mindtree delivered in-line
Nifty 51 05 253

revenue, beat on margin despite furlough and wage hike. We
MindTree Vs Nifty believe that it will maintain growth momentum going forward
backed by a robust pipeline and strong demand environment as it

290 book TCV of $358mn in the quarter( up 14.6% YoY). The company

remains confident of delivering an EBITDA margin of >20% despite

190 the ongoing supply-side challenges, supported by better margins in

new deals. Considering expensive valuations and margin pressure,

90 we value Mindtree at a P/E of 35x to its FY24E EPS of INR 133.8

§ 'E R E E 5 'E, i § E § which yields a target price of INR 4,684 per share. We maintain
223253528528 our Neutral rating on the stock.

—— Mindtree —— Nifty 50

Particulars (INR

mn) FY20 FY21E FY22E FY23E FY24E|
) ) Net Sales 77,643 79,678 1,04,737  1,24,599 1,43,824
Abhishek Jain . EBITDA 10,815 16,428 21,679 25151 29,160
abhishek.jain@arihantcapital.com -
022 67114851 EBIDTA Margln 13.93% 20.62% 20.70% 20.19% 20.27%
Jyoti Singh PAT 6,309 11,105 16,307 18,857 22,043
jyoti.singh@arihantcapital.com EPS (per share) 38.3 67.4 99.0 114.5 133.8
02267114834 P/E 123.8 70.4 47.9 41.4 35.4

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Q3 FY22 - Quarterly Performance (Consolidated) (in INR Mn)

INR Mn (consolidated) Q3FY22 Q2FY22 Q3FY21

Net Revenues (US $mn) 366 350 274 4.7% 33.7%
Net Revenue 27,500 25,862, 20,237 6% 36%
Employee cost 16,458 15,644 12,610 5.2% 30.5%
Other Expenses 5,121 4,911 2,948 4.3% 73.7%
EBITDA 5,921 5,307 4,679 12% 27%
EBITDA margin % 21.5% 20.5% 23.1% 101bps -159bps
Depreciation 632 610 717 3.6% -11.9%
EBIT 5,289 4,697 3,962 13% 33%
EBIT margin % 19.2% 18.2% 19.6% 107bps -35bps
Other Income 708 748 616 -5.3% 14.9%
Finance cost 127 125 127 1.6% 0.0%
Exceptional Item . . g

PBT 5,870 5,320 4,451 10% 32%
Tax Expense 1,495 1,331 1,186 12.3% 26.1%
Effective tax rate % 25.5% 25.0% 26.6% 45bps -118bps
PAT 4,375 3,989 3,265 10% 34%
MI & Associates

Consolidated PAT 4,375 3,989 3,265 10% 34%
PAT margin % 15.9% 15.49% 16.1% 3.1% -22bps
EPS (INR) 26.6 24.2 19.8 10% 34%

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg

Q3FY22 - Key Concall Highlights

* The company EBITDA margin major from the margin efficiency came at a healthy 21.5%. In line with the
20+% EBITDA margin and 100bps due to 16bps business growth and operational efficient 40bps impact
from the cross-currency.

*  Communications, Media & Technology grew by 6.1% on QoQ and 24.5% on a YoY basis. The company
helps communication service providers and original equipment manufacturers to accelerate the rollout
of the 5G offering, loT platform, and devices.

* Retail, CPG & Manufacturing segment grew marginally 0.1% on QoQ and 51.7% on YoY basis as the
company is seeing good traction in the consumer experience to modernization services, supply chain
transformation. The retail and consumer good and all the transformation take the back seat because of
the holiday session and there is nothing to concern about it.

* BFSI segment grew by 4.2% on QoQ/19.4% YoY beating the annualized revenue run rate. The strategy
to stabilize this business and growth momentum and customer is focused to realign to portfolio and
future technology. The company is seeing a lot of opportunity through the hyperscaler. The company is
in process of the partnership. This segment takes time to build a relationship with the client. The
company Modernisation and BFSI and Financial still have a lot of technology.

» Utilization was down 140 bps QoQ to 81.5% on account of Q3 seasonality

* Geography: In North America is contributed 73%, Continental Europe UK and Ireland 18.6%, and APAC
and the Middle East 8.4% of the revenue during the quarter.

* Service-line: Customer success contributed 42.9% and data& intelligence contributed 14.8%, cloud
contributed 18.1% and Enterprise IT contributed 23.2% for the revenue during the quarter.

* The company continues to hire more number of fresher's and has guided to add around 1500 fresher's
next year. Attrition remains high due to continued high demand for talent and has almost stabilised.

* |t sees pickup in onsite mix once travel starts.

* The healthcare segment has contributed $4.8 mn in revenue. The company continues to synergize its
growth to accelerate growth in the healthcare market.
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Key Financials

Income Statement (INR Mn)

Cash Flow Statement (INR Mn)

Vear End-March FY20  FY21 FY22E FY23  Fy24cjiillvear End-March FY20 Y21 V226 FY23E  FY24E
Net Revenues (US $mn) 1089 1077 1404 1664 1919 ooV 6,309 11,105 16,307 18,857 22,043
Depreciation 2,754 2,596 2,465 2,340 2,216
Change (%) 87% -11% 30.4% 18.5% 153% |nterest & others -227 -1,152  -2,500 -2,000 -2,060
Revenues 77,643 79,678 1,04,737 1,24,599 1,43,824  Cash flow before WC
Change (%) 106%  2.6% 314% 19.0% 15.4% changes 8836 12,545 16,273 19,197 22,199
Employee Costs 50,647 51,132 62,906 74,984 85,594 (Inc)/decin working
’ ’ ’ ’ ’ capital 2,885 2,120 -1,954 -1,500 -2,090
Other Expenses 16,181 12,118 20,151 24,464 29,070  Qperating CF after WC
Total Expenses 66,828 63,250 83,057 99,448 1,14,664  changes 11,721 14,669 14,319 17,697 20,109
EBITDA 10,815 16,428 21,679 25,151 29,160 3‘-’55: Tsxesc m ';rgzg l'gr’;;g _:'3(1); 1?322 1‘2151’2;
erating Cash Flow 5 , 5 , 5
Other Income 756 1656 2,927 2,294 2,358 (I:c)/decgin FA+CWIP 3781 -3,770 -3,289 -162 419
Depreciation 2,754 2,506 2,465 2,340 2,216  (pyr)/sale of investment 0 0 0 0 0
EBIT 8,061 13,832 19,214 22,811 26,944  Cash Flow from Investing -3,781 -3,770 -3,289  -162 419
Interest 529 504 427 204 208 Free Cash Flow (FCF) 5961 7,020 5,623 11,580 13,568
PBT 8,288 14,984 21,714 24811 29,004 L-0an raised/(repaid) 1793 -1,792 -6 0 0
Equity raised 4 1 0 0 0
Tax 1,979 3,879 5,407 5,955 6,961 Interest & others -529 -504 -427 -294 -298
Rate (%) 23.9% 25.9% 24.9% 24.0% 24.0% Dividend 3,555 -3,399 -3,111 -3,284 -3,313
PAT 6,309 11,105 16,307 18,857 22,043 Cash Flow from
MI & Associates 0 0 0 0 o Financing Activities -2,287 -5,694 -3,543 -3,578 -3,611
- Net inc /(dec) in cash 3,673 1,326 2,079 8,002 9,957
Eanenlr el 6,309 11,105 16,307 18,857 22,043 . ninohalance of cash 9,398 12,814 26,904 33,937 54,036
Change (%) -16.3% 76.0% 46.8% 15.6% 16.9%  Closing balance of cash 12,814 26,904 33,937 54,036 78,068
Balance Sheet (INR Mn) Key Ratios
Year End-March FY20 FY21 FY22E FY23E FY24F
Sources of Funds Per Share (INR)
Share Capital 1,646 1,647 1,647 1,647 1,647 EPS 38 674  99.0 1145 1338
Reserves & Surplus 29,921 41,543 54,738 75,241 99,643  CEPS 55.1 83.2 1140 1287 1473
Net Worth 31,568 43,190 56,386 76,8891,01,291 BVPS 192 262 342 467 615
M, Deferred Tax & other Valuation (x)
Liabilities 2072 632 -351  -351  -351 P/E 1238 704 479 414 35.4
Capital Employed 31,294 42,564 56,035 76,5381,00,940 P/CEPS 86.2 57.0 416 36.9 32.2
Application of Funds P/BV 24.7 18.1 13.9 10.2 7.7
Net Block 4,159 3,253 8884 8450 7,517 EV/EBITDA 13.8 8.1 5.8 4.2 2.8
CWIP 136 224 275 261 232 Return Ratio (%)
Other Non-current EBIDTA Margin 13.9% 20.6% 20.7% 20.2% 20.3%
Assets 6,882 8,098 7,040 6,927 6,685 EBIT Margin 10% 17% 18.3% 183% 18.7%
Net Fixed Assets 11,177 11,575 16,199 15,638 14,434  PAT Margin 81% 13.9% 156% 15.1% 15.3%
Investments 804 1,161 824 834 844  ROE 20.0% 25.7% 28.9% 24.5% 21.8%
Debtors 14,389 12,742 16,643 19,799 23,248 ROCE 25.8% 32.5% 343% 29.8% 26.7%
Cash & Bank Balance 12,814 26,904 33,937 54,036 78,068 Dividend Yield 04% 04% 04% 04% 0.4%
Loans & Advances & Leverage Ratio (%)
other CA 5,346 6,108 7,978 9,491 11,144 Total D/E 0.1 0.0 0.0 0.0 0.0
Total Current Assets 32,549 45,754 58,558 83,3261,12,461 Net D/E -0.3 -0.6 -0.6 -0.7 -0.8
Current Liabilities & Turnover Ratios
Provisions 13,236 15,926 19,546 23,260 26,799  Asset Turnover (x) 2.5 1.9 1.9 1.6 14
Net Current Assets 19,313 29,828 39,012 60,066 85,662 Receivable Days 68 58 58 58 59
Total Assets 31,294 42,564 56,035 76,5381,00,940  Payable days 62 73 68 68 68
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Arihant Research Desk

Email: research@arihantcapital.com

Tel. :022-42254800

Head Office Registered Office
#1011, Solitaire Corporate Park

Building No. 10, 1°** Floor Arihant House

Andheri Ghatkopar Link Road E-5 Ratlam Kothi
Chakala, Andheri (E) Indore - 452003, (M.P.)
Mumbai — 400093 Tel: (91-731) 3016100
Tel: (91-22) 42254800 Fax: (91-731) 3016199

Fax: (91-22) 42254880

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

HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE -5% to -12%

SELL <-12%

Research Analyst

. . Contact Website Email Id
Registration No.

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