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Robust revenue guidance keeps us positive...

Infosys’ volume in the quarter increased 4.6% QoQ but revenue growth was
lower by 2% QoQ in constant currency (CC) terms due to offshoring. The
revenue growth was across verticals & geographies. Digital revenues
increased 5.6% QoQ, 38.6% YoY and now accounts for 51.5% of overall
revenues. In terms of deal pipeline, itincreased 27.3% YoY to US$2.1 billion.
Further, despite wage hike, margins were healthy. In terms of guidance, the
company expects FY22E revenues to grow in the range of 12-14% with
operating margin in the range of 22-24%. Robust revenue guidance points
at strong demand environment.

Improving IT spend, large deal momentum key positive

We expect IT spends to improve led by cloud migration, increased spend by
companies in customer & employee experience (P&L led investment) and
ancillary technologies like Al, IOT, data analytics. Infosys is in a sweet spot
to capture this growth considering the investment it has made in digital
technologies. This, coupled with an increase in outsourcing in the US and
Europe, vendor consolidation opportunities, captive carve outs and cost
take out deals will further boost its revenues. In addition, Infosys has
executed well on large deal conversion that is expected to be a key driver of
revenue growth in the long run. Hence, we expect the company to register
13.8% CAGR in dollar revenues over FY21-23E.

Margins to remain healthy in coming years

The company believes there will be margin headwinds in FY22E led by lower
utilisation, higher travel cost, large deal transition cost and phased wage hike
starting from July 2021. Hence, the company has guided for 22-24% margin
guidance for FY22E. However, we believe with many levers (like offshoring,
revenue growth, pyramid rationalisation, rupee depreciation and
automation) available to Infosys, the company will surpass the top end of its
guidance in FY22E. Hence, we expect margins of 24.2% and 24.4% in FY22E
and FY23E, respectively.

Valuation & Outlook

An improved demand environment, traction in large deals, increase in
outsourcing in the US and Europe, vendor consolidation opportunities,
captive carve outs and cost takeout deals are expected to drive revenues in
the long term. In addition, healthy traction in digital revenues, revenue
growth outpacing TCS over the past 12 months and margin gap narrowing
with TCS are other key positives. This, coupled with healthy cash
conversion, robust capital allocation policy and EPS accretive buyback
prompt us to be positive on the stock. Hence, we maintain our BUY rating
on the stock with a revised target price of ¥ 1,650 (26x P/E on FY23E EPS)
(earlier target price ¥ 1,610).

Key Financial Summary

X Crore FY19 FY20 FY21
Net Sales 82,676 90,791 1,00,472
EBITDA 20,890 22,268 27,890
EBITDA Margins (%) 25.3 24.5 21.8
Net Profit 15,411 16,595 19,351
EPS R) 354 38.9 45.6
P/E 39.5 35.9 30.7
RoNW (%) 23.7 25.2 25.2
RoCE (%) 32.9 30.8 31.7
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Particular Amount
Market CAP (% Crore) 5,96,498.8
Total Debt 5

CC&E (% Crore) 27,056.0
EV (X Crore) 5,69,442.8
52 week H/L 1480 / 604
Equity capital 2,124.0
Face value %5

Largely we assume acceleration in
digital
revenue growth of IT companies.
However, a slower-than-expected
pace of growth in digital technologies

technologies  will drive

will impact Infosys’ revenue growth

If Infosys is unable to realise cost
savings, it may impact its margins
adversely
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FY22E
1,19,073
32,689
21.5
23,375
55.1
25.4
21.9
34.1

FY23E
1,37,115
37,916
21.1
21,241
64.2
21.8
30.2
36.9

CAGR (FY21-23E)
16.8%
16.6%

18.7%

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

Q4FY21 Q4FY21E Q4FY20 YoV (%) Q3FY21 Q00 (%) Comments

Dollar revenues were below our estimate.
Revenue 26,311 26,986 23,267 13.1 25,927 1.5 The growth in dollar revenues of 2.8% was
led by BFSI, retail, manufacturing and hi tech

Employee expenses 16,333 17,041 14,752 10.7 15,951 2.4
Gross Profit 9,978 9,945 8,515 17.2 9,976 0.0
Gross margin (%) 37.9 36.9 36.6 133 bps 38.5 -55 bps
Selling & marketing 1,200 1,187 1,172 2.4 1,145 4.8
G&A expenses 1,507 1,430 1,667 -9.6 1,416 6.4
EBITDA 1,21 1,327 5,676 28.1 7,415 -1.9
EBITDA Margin (%) 21.6 21.2 24.4 324 bps 28.6 -96 bps
Depreciation 831 826 749 10.9 826 0.6
EBIT 6,440 6,501 4,927 30.7 6,589 -2.3

EBIT margins were above our estimates. The
EBIT Margin (%) 24.5 24.1 21.2 330 bps 25.4 -94 bps company reported a decline in EBIT margins
led by wage hikes (130 bps impact)

Other income 545 599 614 -11.2 611 -10.8
PBT 6,985 7,100 5,541 26.1 7,200 -3.0
Tax paid 1,857 1,763 1,161 59.9 1,936 -4.1

2 PAT was below our estimates due to lower-

Reported PAT 5,076 5,271 4,321 11.5 5,197 .
than-expected other income

Source: Company, ICICI Direct Research

Exhibit 2: Change in estimates

FY22E FY23E Comments

(% Crore) Old New % Change Old New % Change
We revise our estimates upwards led by

Revenue 115,735 119,073 2.9 132,539.0 137,115 3.5 healthy traction in digital technologies &
rupee depreciation

EBIT 28,355 28,816 1.6 32,605.0 33,456 2.6

EBIT Margin (%) 2.5 24.2 30 bps 2.6 28.4 20 bps V€ expect margins to stabilise at 24.4%
in FY23E

PAT 23,202 23,375 0.7 26,980.0 27,241 1.0

EPS (3) 54.6 55.1 0.9 63.5 64.2 1.1

Source: Company, ICICI Direct Research
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Conference Call Highlights

Revenue outlook: The company’s volume in the quarter increased
by 4.6% QoQ but revenue growth was lower by 2% QoQ due to
offshoring. Going forward, Infosys has guided revenue growth of 12-
14% (augmented by Daimler deal), which represents strong growth
potential despite a robust FY21 performance. The company expects
healthy traction in large deals, traction in digital technologies,
healthy deal pipeline (US$9.4 billion net new out of US$14 billion
won), captive carve outs, vendor consolidation opportunities and
cost take out kind of deals to be key drivers of growth. This coupled
with improved tech spend (investment via P&L), improving spend
across verticals and traction in Cloud data analytics Al and IOT and
cybersecurities prompt us to believe the demand outlook in the
medium term remains robust. Further, the company’s digital
prowess and market share gains are expected to drive revenues in
the medium term

Vertical wise commentary: Financial services are seeing traction in
customer experience, mortgage transformation, lending services,
call centre transformation and end to end transformation. The
company has won 25 large deals in this vertical of which six were in
Q4FY21. In retail, there is traction in mass modernisation, cloud and
cybersecurity. Infosys has seen healthy net new deal in second half
and remains optimistic on its growth. In communication, there is
traction in digital led 5G, cybersecurity, IOT, Al and improved deals.
Energy & utility (E&U) & travel continue to be impacted but the
company is seeing healthy deal wins and vendor consolidation
opportunity in the E&U vertical. In manufacturing, auto is seeing
improving traction but aerospace is expected to lag. Largest deal of
Daimler will support growth in the vertical in FY22E

Margin trajectory: The company reported healthy margins despite a
wage hike in the quarter. Infosys believes there will be margin
headwinds in FY22E led by lower utilisation, higher travel cost, large
deal transition cost, higher sub-contracting cost and phased wage
hike starting from July 2021. Hence, the company has guided for 22-
24% margin for FY22E. However, we believe with many levers (like
offshoring, revenue growth, pyramid rationalisation, rupee
depreciation and automation) available to Infosys, the company will
surpass the top end of its guidance in FY22E. Hence, we expect
margins of 24.2% & 24.4% in FY22E & FY23E, respectively

TCV: Large deal TCV was healthy with deal signings worth ~US$2.1
billion, up 27.3% YoY. On a QoQ basis, it saw a dip due to one off
large deal in the previous quarter. In Q4FY21, 52% of deal wins were
net new deals. Total 15 deals were in Americas, six in Europe and
one in RoW. On an annual basis, the company has won US$14 billion
of which US$9.4 billion was net new deal wins (which is higher than
FY20 deals won cumulatively)

Digital story: Digital continues to drive the growth of the company
with 38.6% YoY growth and constituting 51.5% of revenues (vs.
41.9% in Q4FY20). Further, the company continues to see
acceleration in digital technology like cyber security, cloud, data,
experience and automation

Employee update: There was addition of 10,307 employees taking
employee strength to 259,619. The company is planning to give a
second wage hike from July 2021 in a phased manner. Infosys plans
to hire 2600 freshers in FY22E

ICICI Securities | Retail Research
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Key Metrics

Exhibit 3: Geography wise split

Revenue by geography (%)
North America
Europe
India
ROW

Growth QoQ in $ terms (%)

North America
Europe

India

ROW

04FY20

61.6
24.4

2.6
11.4

0.9
-1.4
-8.5
2.3

Q1FY21

61.5
24.0

29
11.6

-2.5
-4.0

8.9
0.7

Q2FY21

60.7
24.3

3.0
12.0

4.7
1.4
9.8
9.8

Q3FY21

61.6
24.0

2.6
11.8

1.1
4.8
-8.0
4.4

Q4FY21

61.6
24.4

3.0
11.0

2.8
4.5
18.6
-4.2

Source: Company, ICICI Direct Research

Exhibit 4: Vertical wise split

% contribution to

revenues Q4FY21
Revenue by verticals (%)
Financial Services 33.0
Insurance
Retail 14.8
Communication 12.0
E&U 12.3
Manufacturing 9.6
Hi Tech 8.1
Life Sciences 6.8
Others 34

% contribution to
revenues Q3FY21

33.1

14.7
12.4
12.5
9.3
8.2
71
2.1

Growth QoQ (%)

2.4

3.5
0.6
1.1
6.1
1.5
-1.6
15.9

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

Q4FY20

78
234
61
28

242311
83.5
20.7

Q1FY21

729
236
60
25

239233
81.2
11.7

Q2FY21

745
242
60
30

240208
83.6
1.8

Q3FY21

761
246
60
29

249312
86.3
10.0

Q4FY21

779
252
59
32

259619
87.7
15.2

Source: Company, ICICI Direct Research

ICICI Securities | Retail Research
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Revenues growth was across geographies except
RoW

The company has seen growth in financial services,
manufacturing and retai/

The company has seen increase in attrition up ~500
bps in the quarter. The company’s employee addition
of 10307 continues to be healthy
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Financial story in charts

Exhibit 6: Dollar revenues to increase at a CAGR of 13.8% over FY21-23E
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Exhibit 7: Change in margin estimates for FY22E & FY23E
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Exhibit 8: PAT trend
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Exhibit 9: Price Performance
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Financial summary

Exhibit 10: Profit and loss statement T crore M Exhibit 11: Cash flow statement % crore
(Year-end March) FY20 FY21 FY22E FY23E (Year-end March) FY20 FY21 FY22E FY23E
Total operating Income 90,791 1,00,472 1,19,073 1,37,115 Profit after Tax 16,595 19,351 23,375 27,247
Growth (%) 9.8 10.7 18.5 15.2 Add: Depreciation 2,894 3,267 3,873 4,460
COGS (employee expenses 57,838 62,145 73,762 84,802 (Inc)/dec in Current Assets (3,357) (2,504) (7,043) (5,593)
Admin expenses 5,973 5,810 7,144 8,227 Inc/(dec) in CL and Provisions 1,419 3,137 3,505 3,399
S&M expenses 4,112 4,627 5,477 6,170 Taxes paid (4,550) (6,389) (7,568) (8,627)
Total Operating Expenditure 68,523 72,582 86,384 99,199 CF from operating activities 18,557 24127 21,315 26,828
EBITDA 22,268 27,890 32,689 37,916 (Inc)/dec in Investments (322) 1,235 2,394 2,685
Growth (%) 6.6 25.2 17.2 16.0 (Inc)/dec in Fixed Assets (3,307) (2,107) (2,200) (2,200)
Depreciation 2,894 3,268 3,873 4,460 CF from investing activities (1,793) (8,359) 194 485
Other Income 2,803 2,201 2,394 2,685 Dividend paid & dividend tax (9,515) (9,117)  (16,248)  (20,934)
PBT 22,007 26,628 31,015 35,946 Others (27) 29 - -
Total Tax 5,367 7,205 7,568 8,627 CF from financing activities  (17,591) (9,786)  (16,248) (20,934)
PAT 16,595 19,351 23,375 21,247 Net Cash flow (827) 5,982 5,262 6,380
Growth (%) 1.7 16.6 20.8 16.6 Exchange difference (92) 83 - -
EPS () 38.9 45.6 55.1 64.2 Opening Cash 19,568 18,649 24,714 29,976
Growth (%) 9.9 17.2 20.8 16.6 Closing Cash 18,649 24,714 29,976 36,355

Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research

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

(Year-end March) FY20 FY21 FY22E FY23E (Year-end March) FY20 FY21 FY22E FY23E
Equity Capital 2,122 2,124 2,124 2,124 Per share data (3)
Reserve and Surplus 63,722 74,658 81,785 88,099 EPS 38.9 45.5 55.0 64.1
Total Shareholders funds 65,844 76,782 83,909 90,223 Cash EPS 45.7 53.2 64.1 74.6
Employee benefit obligation 38 97 97 97 BV 154 181 197 212
Debt - - - - DPS 17.5 21.0 38.2 49.2
Deferred Tax Liability 968 875 875 875 Cash Per Share 44 58 n 86
Other non current liabilties 5,062 6,767 6,767 6,767 Operating Ratios (%)
Total Liabilities 71,912 84,521 91,648 97,962 EBIT Margin 21.3 24.5 24.2 24.4
Assets PBT Margin 24.2 26.5 26.0 26.2
Property,plant and equipme 17,867 18,417 16,744 14,484 PAT Margin 18.3 19.3 19.6 19.9
Goodwill 5,286 6,079 6,079 6,079 Debtor days 74 70 70 70
Intangibles 1,900 2,072 2,072 2,072 Unbilled revenue 25 27 27 27
Available for sale assets 4,137 11,863 11,863 11,863 Creditor days 1" 10 10 10
Other assets 9,002 9,222 9,222 9,222 Return Ratios (%)
Cash 18,649 24,14 29,976 36,355 RoE 25.2 25.2 27.9 30.2
Current Investments 4,655 2,342 2,342 2,342 RoCE 30.8 31.7 34.1 36.9
Trade receivables 18,487 19,294 22,866 26,331 RolC 39.9 42.8 48.6 56.5
Unbilled revenue 7121 1,521 9,764 10,695 Valuation Ratios (x)
Prepayment & 0.fin.assets 5,602 6,668 7,902 9,100 P/E 35.9 30.7 25.4 21.8
Other current assets 62 188 188 188 EV / EBITDA 25.7 20.4 17.3 14.7
Total Current Assets 54,576 60,733 73,038 85,011 EV / Net Sales 6.3 5.7 47 4.1
Trade payables 2,852 2,645 3,135 3,610 Market Cap / Sales 6.6 5.9 5.0 4.4
Unearned revenue 2,990 4,050 4,800 5,527 Price to Book Value 9.1 1.7 7.1 6.6
OCL & provisions 15,014 17,170 19,435 21,632 Solvency Ratios
Total Current Liabilities 20,856 23,865 27,370 30,769 Debt/EBITDA - - - -
Net Current Assets 33,720 36,868 45,668 54,242 Debt / Equity - - - -
Application of Funds 71,912 84,521 91,648 97,962 Current Ratio 2.1 2.3 2.3 2.2
Source: Company, ICICI Direct Research Quick Ratio 2.1 23 23 2.2

Source: Company, ICICI Direct Research
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Exhibit 14: ICICI Direct coverage universe (IT)

EPS ) PE (x) RoCE (%) RoE (%)

Company Cmp ) TPR) Rating Mcap [ Cr)
FY20 FY21E FY22E FY23E FY21 FY22 FY23 FY20 FY21E FY22E FY23E FY20

FY20 E EOE FY21E FY22E FY23E
HCL Tech (HCLTEC) 982 1,150 Buy 266390 408 483  54.1 626 24 20 18 16 230 236 244 248 216 215 208 206
Infosys (INFTEC) 1,399 1650 Buy 596498 389 455 550 641 36 31 25 22 308 3.7 341 36.9 252 262 219 302
TCS (TCS) 3105 3800 Buy 11,48850 862 867 1093 1287 36 36 28 24 444 459 51.2 544 384 315 433 457
Tech M (TECMAH) 1,001 1,120 Buy 92924 459 534 589 692 22 19 17 14 191 205 204 215 185 194 188 193
Wipro (WIPRO) 419 490 Hold 245449 166 195 203 27 25 21 21 18 193 220 229 265 174 197 25 230
Mindtree (MINCON) 2,048 1,970  Buy 33,754 383 664 754 817 53 31 27 23 230 336 326 328 200 282 21.2 210
LTIH(LTINFC) 4120 4,580 Hold 71,985  86.6 1077 1255 1491 48 38 33 28 307 324 317 316 281 287 280 219
Coforge (NIITEC) 2,889 2875 Buy 1730 T4 726 93 117 40 40 30 26 230 235 266 274 185 194 224 229
Infoedge (INFEDG) 4,560 5,725 Hold 58634 268 218 389 490 170 209 117 93 180 83 140 163 135 63 105 123
Teamlease (TEASER) 3,365 3,290  Buy 5753 205 531 688 856 164 63 49 39 150 135 157 165 65 144 155 163

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
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ANALYST CERTIFICATION

|/We, Devang Bhatt, PGDBM, 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.
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capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.
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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, and 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 evall the i 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.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of managing or co-
managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or specific transaction.

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 from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of
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ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of
the research report.
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