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PSYS reported better-than-expected operating performance in Q3. Revenue grew 3.4%
QoQ, despite impact of the higher-than-usual furloughs (150bps), lesser working days
(50-100bps) and weakness in select clients. Management expects furloughs to extend
into the next quarter and impact revenue growth by 50-75bps in Q4. Revenue growth
was broad-based across Software, Hi-tech & Emerging industries (4.1% QoQ; ex-top
client: 7.7%), Healthcare & Lifesciences (2.9%), and BFSI (2.8%). The services business
has posted 9.2% CQGR in the last eight quarters, and Management remains confident
(albeit watchful of macro uncertainties) about sustaining the growth momentum on the
back of continued demand, robust deal intake (USD440mn in Q3; 1.7x book-to-bill),
healthy deal pipeline, new logo additions, and steady progress in client mining.
Management expects EBITM to expand by 200-300bps over the next 2-3 years, ahead
of our expectations, on the back of revenue growth, flattening pyramid, SG&A leverage
with progress on client mining, and large deals traction. We raise our EPS by 1%-8%
for FY23E-25E, factoring-in the Q3 performance and higher margin assumptions. We
retain BUY with TP of Rs4,500/share at 25x Dec-24E EPS (earlier Rs4,125).

Result summary: Revenue grew 3.4% QoQ to USD264.4mn (3.5% CC QoQ), above our
expectations of 3% CC QoQ, driven by steady growth in the Services business and continued
momentum in IP. Services revenue grew by 3% QoQ, aided by 4.9% growth in volume, while
blended realization declined by 1.8%. EBITM expanded by 80bps QoQ, on account of higher
lateral utilization, flattening employee pyramid, revenue growth, IP-led revenue growth, and
currency movement (+60bps). Reported net profit grew 8% QoQ to Rs2.4bn. Adjusted for the
exceptional item pertaining to provision for forego of export incentives (~Rs296mn), net profit
stood at Rs2.7bn. The top client declined ~12% QoQ on account of planned ramp down,
which started last quarter. Management believes that top-client revenue has bottomed out
and expects a sharp reversal in a few quarters. Revenue from the top-50 (ex-Top 2) clients
grew 7.7% QoQ. PSYS has seen steady improvement across client buckets. Order booking
was at a record high, at USD440mn (1.7x book-to-bill) of TCV, including USD239mn of new
business TCV. What we liked: Broad-based revenue growth momentum; revenue & margin
beat; record-high order book; moderation in attrition (21.6% vs 23.7% QoQ). What we did
not like: Increase in DSO to 67 days (7 days QoQ), weakness in top client (fell ~12% QoQ).

Earnings-call KTAs: 1) Revenue growth momentum moderated in North America (1.5%
QoQ) due to weakness in the top-2 clients and higher than usual furloughs. 2) Growth in
Europe (12.2% QoQ) was on the back of deal wins, although Management remains watchful
of the macro conditions. 3) Company aspires to outgrow the industry, irrespective of the macro
outcomes. 4) LTM attrition for the quarter stood at 21.6% vs 23.7% in Q2, and Management
expects it to continue trailing downward. 5) The company has hedges of USD214mn as of
end-Q3, at an average exchange rate of Rs81.55/USD. 6) Company declared an interim
dividend of Rs28 per share. 7) The billing rate was impacted due to higher furloughs and lower
number of working days. 8) DSO for the quarter stood at 67 days and was impacted by the
spillover of collections (2.5-day impact), deferred credit given to some clients in the IP
business (3.5 days), and clients with a December year-end seeing some shift from unbilled
DSO to billed DSO. Mgmt expects billed DSO to stabilize at ~65 days. 9) Company added
over 3,000 freshers in HLIFY23 and has made an offer to 1,200 freshers, who are expected
to join in the next few quarters. 10) Utilization (ex-fresher) improved 340bps QoQ to 83.3%.

Financial Snapshot (Consolidated)

(Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 41,879 57,107 83,123 97,138 114,103
EBITDA 6,855 9,730 15,179 18,294 21,947
EBITDA Margin (%) 16.4 17.0 18.3 18.8 19.2
APAT 4,507 6,904 9,496 11,756 14,393
EPS (Rs) 59.0 90.3 120.4 153.8 188.3
EPS (% chg) 324 53.2 33.3 27.8 22.4
ROE (%) 17.4 22.4 25.9 27.0 27.7
P/E (x) 72.2 471 35.4 27.7 22.6
EV/EBITDA (x) 446 32.1 20.7 16.9 13.7
P/BV (x) 11.6 9.7 8.2 6.9 5.7

Source: Cempany, Emkay Research
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Exhibit 1: Quarterly snapshot (Q3FY23)
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(Rs mn) Q3FY23  Q2FY23 QoQ (%) Q3FY22  YoY (%)
Net sales (USD mn) 264.4 255.6 3.4 199.1 32.8
Net sales 21,694 20,486 5.9 14,917 454
Operating expenses 17,678 16,807 5.2 12,406
EBITDA 4,016 3,680 9.1 2,512 59.9
EBITDA Margin (%) 18.5 18.0 50 16.8 170
Depreciation 684 693 428
EBIT 3,332 2,987 11.6 2,084 59.9
EBIT Margin (%) 15.4 14.6 80 14.0 140
Other income -104 -31 280 -137.1
Pre-tax profit 3,228 2,956 9.2 2,364 36.5
Tax provided 848 756 600
Profit after tax 2,380 2,200 1,764
Emkay Net profit 2,380 2,200 8.2 1,764 34.9
EPS (Rs) 31.9 28.8 10.8 23.1 38.2
Source: Company, Emkay Research
Exhibit 2: Actuals vs estimates (Q3FY23)
Estimates Variation
Actual Comment
(Rs mn) Emkay Consensus| Emkay Consensus
Revenues (USD mn) 264.4| 2625 262.5 0.7% 0.7% | Revenue came ahead of our expectations.
Sales 21,694 | 21,600 21,606 0.4% 0.4%
EBIT 3,332| 3,203 3,156 4.0% 5.6%
EBIT margin 15.4% | 14.8% 14.6% | 50 bps 80 bps | EBITM came 50bps higher than our expectations.
PAT 2,380 2358 2.383 0.9% 0.1% Il\él::j?r;ré ?ce;?rtp?i?wg Bﬁ?ﬁr other income negated by exceptional item,
Source: Company, Bloomberg, Emkay Research
Exhibit 3: Changes in estimates
FY23E FY24E FY25E
(Rs mn) Oold New % change Old New % change Oold New 9% change
Revenue ( USD mn) 1029.9 1035.0 0.5% 1,179.9 1199.2 1.6% 1,368.8 1391.5 1.7%
YoY growth 34.5% 35.2% 14.6% 15.9% 16.0% 16.0%
Revenue 82,765 83,123 0.4% 95,570 97,138 1.6% 112,243 114,103 1.7%
EBIT 12,113 12,433 2.6% 13,977 15,095 8.0% 16,825 18,468 9.8%
EBIT margins (%) 14.6 15.0 14.6 15.5 15.0 16.2
Net profit 9,075 9,200 1.4% 10,924 11,756 7.6% 13,306 14,393 8.2%
EPS (Rs) 118.7 120.4 1.4% 142.9 153.8 7.6% 174.1 188.3 8.2%

Source: Company, Emkay Research

Exhibit 4: PSYS — One-year forward P/E
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Key Financials (Consolidated)
Income Statement

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 41,879 57,107 83,123 97,138 114,103
Expenditure 35,023 47,377 67,944 78,843 92,156
EBITDA 6,855 9,730 15,179 18,294 21,947
Depreciation 1,756 1,660 2,746 3,199 3,479
EBIT 5,100 8,070 12,433 15,095 18,468
Other Income 994 1,173 250 791 981
Interest expenses 0 0 0 0 0
PBT 6,094 9,243 12,683 15,886 19,450
Tax 1,588 2,339 3,187 4,130 5,057
Extraordinary ltems 0 0 (297) 0 0
Minority Int./Income from Assoc. 0 0 0 0 0
Reported Net Income 4,507 6,904 9,200 11,756 14,393
Adjusted PAT 4,507 6,904 9,496 11,756 14,393

Balance Sheet

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Equity share capital 764 764 764 764 764
Reserves & surplus 27,192 32,918 38,908 46,536 55,961
Net worth 27,957 33,682 39,672 47,300 56,726
Minority Interest 0 0 0 0 0
Loan Funds 44 4,325 6,200 5,200 3,200
Net deferred tax liability (1,038) (1,123) (1,123) (2,123) (2,123)
Total Liabilities 26,963 36,885 44,750 51,378 58,803
Net block 4,691 16,407 22,877 21,287 20,040
Investment 17,383 14,388 13,878 15,878 19,878
Current Assets 13,544 22,223 27,187 33,336 39,137
Cash & bank balance 2,422 2,981 3,208 6,439 8,708
Other Current Assets 3,069 7,625 9,041 9,809 10,739
Current liabilities & Provision 8,654 16,133 19,191 19,122 20,252
Net current assets 4,889 6,090 7,995 14,213 18,885
Misc. exp 0 0 0 0 0
Total Assets 26,963 36,885 44,750 51,378 58,803
Cash Flow

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
PBT (Ex-Other income) (NI+Dep) 5,100 8,070 12,433 15,095 18,468
Other Non-Cash items (487) 321 (574) (985) (2,273)
Chg in working cap 1,578 (407) (1,096) (935) (1,136)
Operating Cashflow 7,359 8,450 10,276 13,035 15,463
Capital expenditure (1,699) (9,962) (9,799) (3,662) (3,499)
Free Cash Flow 5,660 (1,512) 477 9,373 11,964
Investments (4,084) (530) 511 (2,000) (4,000)
Other Investing Cash Flow 0 0 0 0 0
Investing Cashflow (5,417) (9,773) (8,714) (4,677) (6,226)
Equity Capital Raised 0 0 0 0 0
Loans Taken / (Repaid) (63) 4,161 1,875 (1,000) (2,000)
Dividend paid (incl tax) (1,070) (1,987) (3,210) (4,127) (4,968)
Other Financing Cash Flow (310) (351) 0 0 0
Financing Cashflow (1,443) 1,823 (1,335) (5,127) (6,968)
Net chg in cash 500 499 227 3,231 2,269
Opening cash position 1,904 2,422 2,981 3,208 6,439
Closing cash position 2,426 2,984 3,208 6,439 8,708

Source: Company, Emkay Research
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Key Ratios

Profitability (%) FY21 FY22 FY23E FY24E FY25E
EBITDA Margin 16.4 17.0 18.3 18.8 19.2
EBIT Margin 12.2 14.1 15.0 15.5 16.2
Effective Tax Rate 26.1 25.3 25.1 26.0 26.0
Net Margin 10.8 12.1 11.4 12.1 12.6
ROCE 24.4 29.0 31.1 33.1 35.3
ROE 17.4 22.4 25.9 27.0 27.7
RolC 47.9 45.2 39.5 394 46.1
Per Share Data (Rs) FY21 FY22 FY23E FY24E FY25E
EPS 59.0 90.3 120.4 153.8 188.3
CEPS 81.9 112.1 160.2 195.7 233.8
BVPS 365.8 440.7 519.1 618.9 742.2
DPS 20.0 31.0 42.0 54.0 65.0
Valuations (x) FY21 FY22 FY23E FY24E FY25E
PER 72.2 47.1 354 27.7 22.6
P/CEPS 52.0 38.0 26.6 21.8 18.2
P/BV 11.6 9.7 8.2 6.9 5.7
EV / Sales 7.3 5.5 3.8 3.2 2.6
EV / EBITDA 44.6 321 20.7 16.9 13.7
Dividend Yield (%) 0.5 0.7 1.0 1.3 1.5
Gearing Ratio (x) FY21 FY22 FY23E FY24E FY25E
Net Debt/ Equity (0.7) (0.4) (0.3) (0.4) (0.4)
Net Debt/EBIDTA (2.9) 1.3) (0.7) (0.9) 1.2)
Working Cap Cycle (days) 215 19.9 21.0 29.2 32.6
Growth (%) FY21 FY22 FY23E FY24E FY25E
Revenue 17.4 36.4 45.6 16.9 175
EBITDA 32.6 41.9 56.0 20.5 20.0
EBIT 45.2 58.2 54.1 21.4 22.3
PAT 324 53.2 333 27.8 224
Quarterly (Rs mn) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Revenue 14,917 16,379 18,781 20,486 21,694
EBITDA 2,512 2,809 3,333 3,680 4,016
EBITDA Margin (%) 16.8 17.2 17.7 18.0 18.5
PAT 1,764 2,010 2,116 2,200 2,380
EPS (Rs) 23.1 26.3 27.7 28.8 311
Source: Company, Emkay Research

Shareholding Pattern (%) Dec-21 Mar-22 Jun-22 Sep-22 Dec-22
Promoters 31.3 31.3 31.3 31.3 31.3
Flls 19.9 20.0 20.5 19.8 20.3
Dlls 26.9 26.8 259 259 26.4
Public and Others 21.9 22.0 224 23.0 22.0

Source: Capitaline
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RECOMMENDATION HISTORY (Rs/share) RECOMMENDATION HISTORY (Rs/share)

Date CIoPsriir;g TP A Rating Analyst m— BUY Hold s Sell
mmm— Accumulate s Reduce — Price

2-Jan-23 4028 4,125 12m Buy Dipeshkumar Mehta 5000 - Target Price

21-Oct-22 3,666 3,950 12m Buy Dipeshkumar Mehta 4092

4-Oct-22 3,299 3,800 12m Buy Dipeshkumar Mehta

22-Jul-22 3,633 3,900 12m Buy Dipeshkumar Mehta 3184 1

23-Jun-22 3,368 3,900 12m Buy Dipeshkumar Mehta 2276 1

28-Apr-22 4,309 4,850 12m Buy Dipeshkumar Mehta 1368

1-Apr-22 4,723 4,600 12m Buy Dipeshkumar Mehta 460 -

15-Mar-22 4327 4,600 12m Buy Dipeshkumar Mehta g § g § g § g

22-Feb-22 3927 4,600 12m  Buy Dipeshkumar Mehta g & g g é 3 é

11-Feb-22 4,196 5,000 12m Buy Dipeshkumar Mehta Source: Bloomberg, Company, Emkay Research

22-Jan-22 4,302 5,000 12m Buy Dipeshkumar Mehta

1-Jan-22 4,904 5,000 12m Buy Dipeshkumar Mehta

30-Nov-21 4,139 5,000 12m Buy Dipeshkumar Mehta

28-Oct-21 3,989 4,770 12m Buy Dipeshkumar Mehta

2-Oct-21 3,643 3,800 12m Buy Dipeshkumar Mehta

30-Sep-21 3,716 3,700 12m Buy Dipeshkumar Mehta

13-Sep-21 3,588 3,700 12m Buy Dipeshkumar Mehta

27-Aug-21 3,254 3,700 12m Buy Dipeshkumar Mehta

24-Jul-21 3,039 3,000 12m Hold Dipeshkumar Mehta

2-Jul-21 2,930 2,850 12m Hold Dipeshkumar Mehta

30-Apr-21 2,038 2,250 12m Buy Dipeshkumar Mehta

5-Apr-21 1,959 2,200 12m Buy Dipeshkumar Mehta

4-Apr-21 1,953 2,200 12m Buy Dipeshkumar Mehta

18-Mar-21 1,849 1,800 12m Buy Dipeshkumar Mehta

30-Jan-21 1,524 1,800 12m Buy Dipeshkumar Mehta

4-Jan-21 1,520 1,790 12m Buy Dipeshkumar Mehta

18-Dec-20 1,306 1,400 12m Buy Dipeshkumar Mehta

26-0ct-20 1,189 1,400 12m Buy Dipeshkumar Mehta

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Sit this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.

BUY Over 15%
HOLD Between -5% to 15%
SELL Below -5%

Completed Date: 20 Jan 2023 01:55:39 (SGT)
Dissemination Date: 20 Jan 2023 01:56:39 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INHO00000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Emkay
may have issued or may issue other reports that are inconsistent with and reach different conclusion from the information, recommendations or information
presented in this report or are contrary to those contained in this report. Emkay Investors may visit www.emkayglobal.com to view all Research Reports.
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
research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment businesses or other associate entities may
make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any
or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report
is not directed to, 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 or regulation or which would subject EGFSL or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to
any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise
stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of EGFSL . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of EGFSL or
its Group Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that
you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S.
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restri on Distribution. In Si this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests?
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
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