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Integration complete, aiming for industry leading @LTIMindtree

growth.- Putiiars |
(<5}
Particular Amount "c-c'
About the stock: LTIMindtree (LTIM) is the merged entity formed after the merger Market Cap (% crore) 1.35,919 -8_
of erstwhile Mindtree with LTI and offers application development, IMS, digital Total Debt (% crore) 52 S
solution services to BFSI, retail, health, media & hi-tech verticals. Cash and Investment (% - é.
crore) !
e LTIM has 750+ clients and combined annual revenue over US$3.5 bn + EV (% crore) 128737 g
e LTIM has a combined employee strength of 86,000+ across 30+ countries 52 week H/L 5107/ 4146 g
Equity Capital (% crore) 30 (&)
Analyst day highlights: Face Value 71
e The company indicated that integration of LTIMindtree is complete and it is Shareholding pattern
looking to capture growth opportunities with one Go to Market (GTM) Mar-22 Jun-22 Sep-22 Dep-22
approach Promoter 741 740 740 687
e The revenue grew at 15% CAGR over FY17-22 and it does not see any Fil o1 84 81 92
challenge in replicating the same in the future with strong TCV, large deal ol 7181 81 105
Public 8.7 95 97 116

pipeline, combined capabilities, large deal participation, etc

e LTIM is looking to take EBIT margins to normalised levels of 17-18% in the m

near term and scale it up further to 19-20% in FY27, to be aided by bending

of cost curve, operating efficiency and lower subcontracting costs, etc 20,000 ‘ 8,000
16,000 } M 6,000
12000 | e gng
What should investors do? LTIM’s share price has grown by ~3.4x over the past 4,000 p” 2,000
five years (from ~% 1,332 in March 2018 to ~% 4,595 levels in March 2023). 0 OO e e N 0
SEERERRERE
e We maintain our BUY rating on the stock i
. . =S"°2="2="2=
Target Price and Valuation: We value LTIM at % 5,320 i.e. 24x FY25E EPS. Nifty (LH.S)
Price (R.H.S)

Key triggers for future price performance:

Recent event & key risks

e Merger expected to provide cross sell and up sell opportunities with scale « Large deal pipeline of US$3.2 bn

benefits likely to kick in while participating in large deals hunt (68 deals)
e Aiming for merger related benefit of US$1 bn in revenues and 200-300 bps
margin expansion in the next four to five years * Key Risk: (i) Lower than

expected margins (ii) Lower than

e Vendor consolidation opportunity and digital acceleration. We expect LTIM REEIRT (EVERE Gl

to register 17.5% CAGR revenue growth in FY22-25E

Alternate Stock Idea: Apart from LTIM, in our IT coverage we also like Infosys Research Analyst
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Sameer Pardikar

e Key beneficiary of improved digital demand, industry leading revenue g ey

growth and healthy capital allocation prompt us to be positive

Sujay Chavan
e We have a BUY rating with a target price of ¥ 1,730 S OB B e

ey N

5 Year 3 year
(% Crore) FY21 FY22 CAGR (FY17- FY23E FY24E FY25E CAGR (FY22-

22) % 25E) %
Net Sales 20,338 26,109 17.3 33,281 38,207 42,354 17.5
EBITDA 4,382 5,249 22.1 6,157 7,336 8,894 19.2
EBITDA Margins (%) 21.5 20.1 18.5 19.2 21.0
Net Profit 3,049 3,950 23.2 4,554 5,353 6,557 18.4
EPS () 171.1 133.4 153.9 181.0 2.7
P/E (x) 51.3 34.5 29.8 25.4 20.7
RoE (%) 26.2 27.6 21.2 27.6 28.9
RoCE (%) 31.7 34.9 33.8 34.2 35.9

Source: Company, ICICI Direct Research
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Other key highlights

The company indicated that integration of erstwhile LTI and Mindtree is now
complete and it is looking to start on a strong footing from April 2023
onwards as a combined entity. The company indicated it is now looking to
capture growth opportunities ahead with one go to market (GTM) strategy
called LTIM One

LTIM indicated it has seamlessly aligned the organisation in terms of sale,
delivery and service lines while there is no change in client interfaces since
there is hardly any overlapping business in terms of clients across the two
organisations. The company also indicated that fitment of culture was one
of the investors’ concerns earlier, which has been addressed successfully
through smooth integration,

LTIM also indicated it is seeing stability in the top management as well as
on the tier | leadership across the organisation while it does not expect any
top management churn as of now. The company also indicated it did
conduct town hall sessions across locations to highlight the purpose and
opportunities for its employees in the merged entities. Hence, do not expect
any material increase in churn from current levels apart from natural attrition
The company indicated that due to integration of two companies, it is now
looking to services its clients through ‘One unified capability approach’
where it now has offering in nine services lines. The company also indicated
that clients are currently using on an average three service lines of the
merged entity, which means it has enough levers for growth if clients start
using more service lines than above number

LTIM indicated that Silicon Valley Bank (SVB) is its client as well as its banker
but also mentioned that the exposure to the bank is immaterial. The
company also indicated it does not have exposure to start-ups in the US,
which are going through a tough period. As per the company, its BFSI
clients in the US are stable and it has not seen any change in behaviour of
spending is concerned. The company also indicated it is watchful on the
events unfolding in US but reiterated that long term tech spending is intact
The company also indicated it is witnessing changes in client spending
behaviour where it is going through business transformations and
subsequently looking for more cost saving or efficiency led programs
compared to cloud transformation programs earlier. LTIM has aligned itself
to cater this opportunity,

LTIM indicated it had a strong revenue growth track record (15% CAGR
revenue growth over FY17-22) in the past and it does not see any challenge
on replicating the same in the future based on i) strong TCV (TCV of US$1.25
bn reported in Q3), ii) the company indicated it has resilient blue chip
account portfolio and also mentioned that 55% of revenue currently in those
capability areas (Experience, Data, Cloud, Cybersecurity) which are
unaffected by macro, iii) incremental service line usage, iv) LTIM also
indicated that in the past, it was unable to participate in the large deals as
standalone entities due to scale and size. After integration, it is now
competing with its Tier | peers,

The company also indicated large deal pipeline of US$3.18 bn (68 deals)
(>US$20 mn large deal definition) while that number is US$3.72 bn
(>US$15 mn large deal definition). The company is also witnessing strong
growth in cyber security services where it is investing and expects 10-15x
growth in the next two to three years (on a small base). The company also
indicated that cybersecurity spends in manufacturing clients is now
approaching 0.75% of sales vs. 2% spend on IT services. LTIM also
indicated it is looking at US$1 bn revenue synergies, which will be played
out in the medium term. They are also focusing on top 100 clients (75% mix)
for its growth,

The company indicated that Q3 EBIT margins were hit by one-time merger
related costs and expect some recovery in margins in Q4. LTIM also
indicated it expects EBIT margins to return to 17-18% in the medium term
while in long term they are expecting EBIT margins to reach 19-20% through
i) bending the cost curve ii) SG&A leverage iii) efficiency in operations,
LTIM also indicated that partnerships also played a role in its growth in the
last few years. It mentioned that three years ago, the company did not have
relationship with AWS while now it has received global collaboration award.
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LTIM - ESG Disclosure Score*

Score FY20 FY21 FY22
Environmental 17.6 17.6 0.0
Social 11.9 11.9 0.0
Governance 92.5 92.5 0.0
Overall ESG Score 40.8 40.8 0.0

Source: Blomberg, ICICI Direct Research, *Score ranges
from 0 - 100 with a higher score indicating higher ESG
disclosures
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The company also mentioned it is no 1 national implementation partner with
Microsoft. The company also mentioned it is working on scaling up
products and platform business, which is very miniscule as of now

Exhibit 1: Change in estimates

FY23E FY24E FY25E Comments

[ Crore) Old New % Change Old New % Change Old  New % Change

Revenue 33,281 33,281 0.0 37,232 38,207 2.6 40,573 42,354 4.4 We are baking some synergy benefits

EBIT 5,392 5,392 0.0 6,292 6,701 6.5 7,344 7,963 8.4
Margins i d t of bendi

EBIT Margin (%) 162 162 Obps 169  17.5 64bps 181 188 70bps . o-dno INCTeAsed on account of bending
the cost curve

PAT 4,554 4,554 0.0 5,229 5,353 2.4 6,093 6,557 1.6

EPS () 154 154 0.0 177 181 2.4 206 222 1.6

Source: Company, ICICI Direct Research

Exhibit 2: Merged capability of LTIMindtree

Pioneering a bold,
new organization
design

CUSTOMER 1 Aligning to Momentum

Interactive V' Industry
4.0
2 Amplifying the Strengths

Al & Data
3 Do it Collectively

Source: Company, ICICI Direct Research

Exhibit 3: Drivers for growth forward

Resilient Large base Large Alliances New Logo

Blue-Chip of Accounts Deals and track record
Account for Cross Sell track Partnership
Portfolio / Upsell record led growth

Source: Company, ICICI Direct Research
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Exhibit 4: Broad based growth expected across verticals
We work with the largest companies

in each of our industry sectors

$1B+ verticals

Banking & Financial | High Tech,
Services, Insurance Media, Services

$500m+ verticals

Manufacturing, | Retail, Consumer Packaged
Energy & Utilities | Goods, Life Sciences

95

Fortune $250M+ verticals
Travel, Transport Public

500
|
— & Hospitality Nlatels

Source: Company, ICICI Direct Research

Exhibit 5: More than 55% of revenue not to be impacted by macro headwinds
55% of current revenue are in capability areas

which are relatively unaffected by macro
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Experience Data Cloud

Source: Company, ICICI Direct Research

Exhibit 6: EBIT margin to improve 200 bps by FY27 above merger synergy benefits

Bending the Cost Curve
P29)  EBIT Margin
@ 17% - 18%
SGA Leverage

EY27,
+200 bps

Efficiency in Operations

Source: Company, ICICI Direct Research
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Financial summary

ICICI Direct Research

(Year-end March) FY22 FY23E FY24E FY25E (Year-end March) FY22 FY23E FY24E FY25E
Total Revenues 26,109 33,281 38,207 42,354 PBT 5,308 6,072 7,137 8,743
Growth (%) 284 21.5 14.8 10.9 Add: Depreciation 597 765 931 1,032
Employee costs 15,989 20,634 23,612 26,048 (Inc)/Dec in current assets (1,663)  (1,433) (887) (747)
Total Operating Expenditure 20,860 27,124 30,871 33,460 Inc/(Dec) in current liabilities 764 326 224 189
EBITDA 5,249 6,157 7,336 8,894 CF from operations 3,193 4,618 5,817 7,163
Growth (%) 19.8 17.3 18.1 21.2 (Inc)/dec in other investments (464) 125 132 132
Depreciation & Amortization 597 765 879 932 (Inc)/dec in Fixed Assets (1,053) (913) (1,048) (1,161)
Other Income 766 800 800 900 Other investing cash flow 57 8 25 52
Interest 123 120 120 120 CF from investing Activities  (1,645) (779) (891) (977)
PBT before Exceptional ltems 5,294 6,072 7,137 8,743 Issue of equity (93) - - -
Growth (%) 31.2 14.7 17.5 22.5 Inc/(dec) in loan funds 2 153 0 (0)
Tax 1,344 1,518 1,784 2,186 Dividend paid & dividend tax (1,328)  (2,277)  (2,676)  (3,278)
PAT before Exceptional ltems 3,950 4,554 5,353 6,557 Others (55) - - -
Exceptional items - - - - CF from Financial Activities  (1,642) (2,224) (2,776) (3,378)
Minority Int & Pft. from associate - - - - Net cash flow (94) 1,615 2,150 2,807
PAT 3,950 4,554 5,353 6,557 Effect of exchange rate changes 25 - - -
Growth (%) 29.6 15.3 17.5 225 Qpening cash 1,902 1,833 3,447 5597
Diluted EPS 133.4 153.9 181.0 221.7 Closing cash 1,833 3,447 5,597 8,404
EPS (Growth %) (24.9) 15.4 17.5 22.5 Source: Company, ICICI Direct Research
Source: Company, ICICI Direct Research
(Year-end March) FY22 FY23E FY24E FY25E (Year-end March) FY22 FY23E FY24E FY25E
Liabilities Per share data (I)
Equity 29.6 29.6 29.6 29.6 EPS 133.4 153.9 181.0 221.7
Reserves & Surplus 14,258 16,687 19,363 22,642 Cash Per Share 62.2 116.5 189.2 284.1
Networth 14287 16,717 19,393 22672 BV 482.3 565.1 655.6 766.5
Minority Interest 6 6 6 6 DPS 534 71.0 90.5 1108
Long term Liabilties & provisions 1,197 1523 1,747 1,93 Operating Ratios (%)
Total Debt 52 52 52 59 EBITDA Margin 20.1 18.5 19.2 21.0
Source of funds 15,542 18,208 21,198 24,665  ClMargn 203 18.2 187 206
PAT Margin 15.1 13.7 14.0 15.5
Turnover Ratios
Assets Debtor days 64 66 66 66
Net fixed assets 2,310 2,569 2,745 2,948 Creditor days 19 20 20 20
Net intangible assets 323 404 497 623 Return Ratios (%)
Goodwill 1163 1,163 1,163 1,163 - 276 272 276 28.9
Other non current assets 1,668 1,886 2,036 2,163 RoCE 34.1 33.2 33.7 35.4
Unbilled revenue 1,070 1,364 1,565 1,735 RolC 57.6 57.2 62.4 70.9
Debtors 4,557 5,991 6,877 7,624 Valuation Ratios (x)
Current Investments 5,397 5,397 5,397 5,397 P/E 34.2 29.7 25.2 20.6
Cash & Cash equivalents 1,837 3,447 5,597 8,404 EV/EBITDA 24.4 20.5 16.9 13.6
Other current assets 2,077 2,648 3,040 3,370 Market Cap / Sales 5.2 4.1 3.5 3.2
Trade payables 1,325 1,792 2,058 2,281 Solvency Ratios
Current liabilities 3,768 4,803 5,513 6,112 Debt/EBITDA 0.0 0.0 0.0 0.0
Application of funds 15,542 18,298 21,197 24,665 Debt/Equity 0.0 0.0 0.0 0.0
Source: Company, ICICI Direct Research Current Ratio 1.5 1.5 1.5 1.5
Quick Ratio 1.3 1.3 1.3 1.3

ICICI Securities | Retail Research

Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours 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%
IﬂICICI(i;/:-r[u);').“ .1 l ‘
[ I»-lllmlnll’o,::‘qurhn"rr:pl | B HOE{EH ‘
| ICICI Securities Ltd. 75 S TARMINE |
T %&'vsu\n«-a'd 2012 &3;
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, Sameer Pardikar, MBA, Sujay Chavan, MMS, 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 is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI)
as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number — INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock
broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture
capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

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 i might have i banking and other business relationship
with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited 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 inconsi with the recomr i p d 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, 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 evaluate 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 comp ion 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 or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past

twelve months.

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
interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or R h 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.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material
conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

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 ICICI Securities and affiliates 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.
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