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Growth outlook remains strong over medium term

Our view

Overall, strong performance along with sequential improvement in margin in this tough
supply constrained environment. While, the performance remains broadbased, the
pickup in travel and transportation vertical has been supporting growth. The demand
environment remains strong and the robust deal booking offers strong revenue visibility
for FY23 and it would remain among the growth leaders in tier 2 IT space. The guidance
of 20% revenue growth in cc terms for FY23 remains strong. The company is expected
to achieve adjusted EBITDA margin of around 19% for FY23 led by higher offshoring
and improving employee pyramid.

We maintain BUY Rating on the stock with revised target price of Rs 4,654 /share at
30x on FY24E EPS. The stock trades at PER of 23.3x on FY24E EPS.

Result Highlights

= Reported revenue of Rs 17.4bn(up 5.1% QoQ in INR terms; up 4.9% QoQ in USD
terms). The growth was led by strong recovery in Travel , Transportation and
hospitality segment.

= EBIT margin grew 70 bps QoQ to 15.8%, led by control on employee cost, which
grew 3.7% QoQ, but down 90 bps sequentially as percentage of revenue.

= Deal booking remained strong as it reported fresh order intake of $301mn in the
quarter compared to $247 mn in Q3FY22 and $201mn in Q4FY21.

= Offshore revenue mix grew by 100 bps QoQ to 47%. Added 12 clients in quarter
compared to 13 in Q3FY22.

= Number of employees increased by 370 QoQ( 1.7% QoQ) to 22,500.

= Utilization (including trainees)was down 100bps sequentially to 76.1%; While LTM
attrition increased by 140 bps QoQ to 17.7%( among the lowest in tier 2 category).

= DSO improved by 7 days QoQ to 63 days.

= Also declared interim dividend of Rs 13/ share.

Rs mn Actual

YES Sec Consensus YES Sec Consensus
Sales 17,429 17,444 17,405 -0.1% 0.1%
EBITDA 3,339 3,470 3,441 -3.8% -3.0%
EBITDA o o o
Margin (%) 19.16% 19.89% 19.77% (73) bps (61) bps
ﬁi‘T“Sted 2,077 1,985 2,081 4.6% -0.2%
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Potential Return :

Stock data (as on May 13, 2022)

Nifty 15,808
52 Week h/I (Rs) 6135/ 3252
Market cap (Rs/USD mn) 222571/ 2875

Outstanding Shares (mn) 61
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Div yield (%): 1.4
Bloomberg code: COFORGE IN
NSE code: COFORGE

Stock performance

270 - COFORGE Nifty
170 - I :ﬂ t:
70 T T 1
May-21 Sep-21 Jan-22 May-22
iMm 3M 1Y
Absolute return -11.9%  -19.5% 9.0%

Shareholding pattern (As of Mar'22 end)

Promoter 40.1%
Fll+Dll 48.1%
Others 11.8%
Ain stance
(1-Yr) New old
Rating BUY BUY
Target Price 4,654 5,905
A in earnings estimates
FY22 FY23E FY24E
EPS (New) 113.0 124.5 155.1
EPS (Old) 109.3 128.7 157.5
% change 3.4% -3.3% -1.5%
Financial Summary
(Rs mn) FY22 FY23E FY24E
Net Revenue 64,320 77,256 91,522
YoY Growth 37.9% 20.1% 18.5%
EBIDTA 11,395 13,839 16,778
YoY Growth 44.0% 21.4% 21.2%
PAT 6,859 7,558 9,417
YoY Growth 47.5% 10.2% 24.6%
ROE 26.4% 25.3% 26.3%
EPS 113 125 155
P/E 32.0 29.0 23.3
BV 450 535 645
P/BV 8.0 6.8 5.6
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Exhibit 1: Quarterly snapshot (Consolidated)

Particulars (Rs mn) Q4FY21 Q1FY22 Q2FY22 Q3FY22 Q4FY22 yoy% qoq % FY22 FY21 yoy%
Sales ($ mn) 172.4 199.7 212.8 2216 | 2324 348 49 8665 6284 37.9
Sales 12615 14616 15694 16581 | 17,429 1 382 51 64320 46,628 37.9
EBITDA 2,168 2,200 2,788 3068 3339 540 88 11,395 7911 44.0
EBITDA % 17.2 15.1 17.8 185 | 1921 197bps  65bps 177 170  75bps
Depreciation 449 524 598 566 | 584 ¢ 301 32 2272 1836 23.7
EBIT 1,719 1,676 2,190 2502 0 2755 603 101 9123 6075 50.2
EBIT Margin % 13.6 115 14.0 151 158 218bps 72bps 142 130 116bps
Other income 109 52 (77) (122) ;  (119) (209.2) NA  (266) 113 (3354)
PBT 1,782 1,632 2,062 2332 2590 453 111 9098 5962 52.6
Tax 408 320 446 360 | 3421 (162)  (50) 1468 1302 12.7
PAT after Ml 1,330 1,236 1,468 1837 1 20771 562 131 7,100 4424 60.5
NPM (%) 10.5 8.5 9.4 111 | 119 | 137bps  84bps 11.0 9.5  155bps

_____________

KEY CON-CALL HIGHLIGHTS

= Guided for 20% revenue growth in cc terms for FY23. Adjusted EBITDA margin guidance for
FY23 of 18.5% to 19%.

= Aims to achieve revenue of $2bn over medium term
= Wage hike for FY23 has been taken with effect from 1st April 2022.

= The company signed 11 large deals during the year with 1deal with $100mn TCV and 3 deals
with $50 mn TCV.

= Continues to de-risk the business as revenue from top 5 clients grew by 25.8% in FY22; while
revenue from top 10 clients grew by 32.4% yoy.

= Headcount grew by 34.6% YoY in FY22; While attrition remains one of the lowest in the
industry at 17.7%

= Offshore revenue mix continues to grow. This trend is structural in nature and likely to
sustain.

Exhibit 2: Revenue growth was led by Transportation Exhibit 3: Revenue growth momentum remains strong

vertical
Revenue breakup by segments USD Revenue QoQ growth
18.0%
mBFS B Insurance = Transportation Manf, Med & Others 15.9%
16.0%
100% 14.0%
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Source: Company, YES Sec Source: Company, YES Sec
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Exhibit 4: Balance Sheet
Y/e March 31 (Rs mn)
Share capital
Reserves & surplus
Shareholders' funds
Minority Intersts and others
Non-current liablities
Long-term borrowings
Other non-current liabilities
ST borrowings, Curr maturity
Other current liabilities
Total (Equity and Liablities)
Non-current assets
Fixed assets (Net block)
Other non-current assets
Current assets
Cash & current investment
Other current assets
Total (Assets)
Total debt

Exhibit 5: Income Statement
Y/e March 31 (Rs mn)
Net sales
Operating expenses
EBITDA
Depreciation
EBIT
Other income
Exceptional & extradordinary
Profit before tax
Tax (current + deferred)
Profit / (Loss) for the period
P/L of Associates, Min Int, Pref Div
Reported Profit / (Loss)
Adjusted net profit

Conforge

FINANCIALS

FY18
615
17,125
17,740
222
2,889
179
2,710

5,847
26,698
10,519

6,370

4,096
16,179

7,835

8,344
26,698

179

FY18
29,914
(24,902)
5,012
(1,273)
3,739
299

0
4,038
(950)
3,088
(285)
2,803
2,803

FY19
618
20,105
20,723
75
1,770
100
1,670
0
6,166
28,734
9,598
5,753
3,800
19,136
9,227
9,909
28,734
100

FY19
36,762
(30,309)
6,453
(1,248)
5,205
476

56
5,737
(1,404)
4,333
(188)
4,145
4,089

FY20
625
23,340
23,965
0
2,491
48
2,443
0
7,942
34,398
12,888
6,705
6,183
21,510
9,171
12,339
34,398
48

FY20
41,839
(34,641)
7,198
(1,730)
5,468
558

71
6,097
(1,278)
4,819
(236)
4,583
4,512

FY21
606
24,055
24,661
0
1,947
551
1,396
275
8,150
35,033
14,096
5,982
6,530
20,937
8,246
12,691
35,033
826

FY21
46,628
(38,717)
7,911
(1,836)
6,075
113
(22¢6)
5,962
(1,302)
4,660
(236)
4,424
4,650

FY22
609
26,722
27,331
983
9,438
4,302
5,136
594
11,198
49,544
27,335
10,127
15,517
22,209
4,535
17,674
49,544
4,896

FY22
64,320
(52,925)
11,395
(2,272)
9,123
(266)
241
9,098
(1,468)
7,630
(530)
7,100
6,859

FY23E FY24E

609
31,852
32,461

983

9,478
4,087
5,391
535
9,128
52,585
27,084
9,629
15,782
25,500
7,644
17,856
52,585
4,622

FY23E
77,256
(63,417)
13,839
(2,704)
11,135
(500)

0
10,634
(2,393)
8,242
(684)
7,558
7,558

609
38,537
39,146

983

9,547
3,883
5,665

481
10,093
60,251
26,364

8,641
16,065
33,887
13,141
20,746
60,251

4,364

FY24E
91,522
(74,744)
16,778
(3,203)
13,575
(542)

0
1581083
(2,932)
10,101
(684)
9,417
9,417

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Exhibit 6: Cash Flow Statement

Y/e March 31 (Rs mn) FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Profit before tax 4,038 5,737 6,097 5,962 9,098 10,634 13,033
Depreciation 1,273 1,248 1,730 1,836 2,272 2,704 3,203
Change in working capital 280 (1,262) (786) (737) (1,935) (2,252) (1,925)
Total tax paid (1,142) (1,265) (1,546) (1,650) (2,185) (2,584) (3,137)
Cash flow from operations (a) 4,449 4,458 5,495 5411 7,250 8,502 11,174
Capital expenditure (1,015) (631) (2,682) (1,113) (6,417) (2,206) (2,216)
Change in investments (469) 9 3,559 (1,571) 17 17 17
Others (110) 115 (470) (67) (1,216) (73) (78)
Cash flow from investing (b) (1,594) (507) 407 (2,751) (7,616) (2,262) (2,277)
Free cash flow (a+b) 2,855 3,951 5,902 2,660 (366) 6,240 8,897
Equity raised/(repaid) 1 3 7 (19) 3 0 0
Debt raised/(repaid) (35) (79) (52) 778 4,070 (275) (258)
Dividend (incl. tax) (810) (1,086) (1,469) (686) (2,124) (2,428) (2,731)
Others (1,903) (1,396) (930) (3,645) (5,170) (429) (411)
Cash flow from financing (c) (2,746) (2,558) (2,444) (3,572) (3,221) (3,131) (3,400)

Exhibit 7: Ratio Analysis

Y/e March 31 FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Growth (%)

Revenue Growth 6.9 22.9 13.8 11.4 37.9 20.1 18.5
EBITDA Growth 3.8 28.8 11.5 9.9 44.0 21.4 21.2
EBIT Growth 3.5 39.2 5.1 11.1 50.2 22.1 21.9
Net Profit Growth 10.5 47.9 10.6 (3.5) 60.5 6.4 24.6

Profitability Ratios (%)

EBITDA Margin 16.8 17.6 17.2 17.0 17.7 17.9 18.3
EBIT margin 125 14.2 13.1 13.0 14.2 144 14.8
Net Profit margin 9.4 111 10.8 10.0 10.7 9.8 10.3
RoA 14.6 18.8 17.3 17.5 21.6 21.8 241
RoE 16.2 213 20.2 19.1 264 25.3 26.3
RoCE 18.3 240 22.3 22.8 28.0 27.2 29.0

Liquidity Ratios

Net debt/Equity (x) (0.4) (0.4) (0.4) (0.3) 0.0 (0.1) (0.2)
Current ratio (x) 2.8 3.1 2.7 2.5 1.9 2.6 3.2
Quick ratio (x) 2.8 3.1 2.7 2.5 1.9 2.6 3.2

Valuation Ratios

PER(x) NA NA NA NA 32.0 29.0 23.3
PCE(x) NA NA NA NA 24.0 214 17.4
Price/Book(x) NA NA NA NA 8.0 6.8 5.6
EV/EBITDA(x) NA NA NA NA 19.3 15.6 12.6

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.
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Dupont Analysis FY18 FY19 FY20 FY21 FY22 FY23E FY24E
Net margin (%) 9.4 111 10.8 10.0 10.7 9.8 10.3
Asset turnover (x) 1.2 1.3 1.3 1.3 1.5 1.5 1.6
Leverage factor (x) 1.5 1.4 1.4 1.4 1.6 1.7 1.6
Return on Equity (%) 16.2 21.3 20.2 19.1 26.4 25.3 26.3

Recommendation Tracker
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity.D No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. This report is not directed or intended for distribution to, or
use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, where such distribution,
publication, availability or use would be contrary to law, regulation or which
would subject YSL and associates to any registration or licensing
requirement within such jurisdiction. The securities described herein may or
may not be eligible for sale in all jurisdictions or to certain category of
investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES Securities (India) Limited (YSL) distributes research and engages in other
approved or allowable activities with respect to U.S. Institutional Investors
through SEC 15a-6 rules and regulations under an exclusive chaperone
arrangement with Brasil Plural Securities LLC. The views and sentiments
expressed in this research report and any findings thereof accurately reflect
YSIL analyst’s truthful views about the subject securities and or issuers
discussed herein. YSIL is not registered as a broker-dealer under the
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is
not a member of the Securities Investor Protection Corporation ("SIPC").
Brasil Plural Securities LLC is registered as a broker-dealer under the
Exchange Act and is a member of SIPC. For questions or additional
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call
+1 212 388 5600.

YES Securities (India) Limited

Registered Address: 2" Floor, North Side, YES BANK House,
Off Western Express Highway, Santacruz East,
Mumbai - 400 055, Maharashtra, India.

Correspondence Address: 4" Floor, AFL House,
Lok Bharti Complex, Marol Maroshi Road, Andheri East,
Mumbai - 400059, Maharashtra, India.

@ +91 22 68850521 | >4 research@ysil.in
Website: www.yesinvest.in
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The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
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N Yes/No

Particulars

Research Analyst or his/her relative’s or YSL's financial
interest in the subject company(ies)

Research Analyst or his/her relative or YSL's
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