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INR 1621
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INR 1,772

Potential Upside
9.3%

Market Cap (INR Mn)
INR 67,47,380

Recommendation
ACCUMULATE

Sector
Internet Software & Services

Revenue growth remains modest; margins expected to stabilize

MARKET DATA KEY FINANCIALS

Synopsis:

• Infosys Ltd (INFY) generated revenue of INR 3,88,210 Mn in Q3FY24, registering a growth of 1.3% on a YoY basis from INR 3,83,180 Mn and a
decline of 0.4% on a QoQ basis from INR 3,89,940 Mn. In CC terms, the Company saw a 1% decline on YoY and QoQ basis.

• The EBIT for the quarter came in at INR 79,610 Mn, a decline of 3.4% on a YoY basis from INR 82,420 Mn and 3.8% from INR 82,740 Mn on a
sequential basis. The operating margins for Q3FY24 was 20.5%, a contraction of 100 bps YoY and 71 bps QoQ.

• Net profit for the quarter stood at INR 61,130 Mn, a reduction of 7.2% YoY from INR 65,860 Mn and 1.6% QoQ from INR 62,150 Mn. The PAT margin
stood at 15.7%, a decline of 144 bps YoY and 19 bps QoQ.

• Utilization improved to 82.7% due to decline in the number of employees by 1.9% to 3,22,000.

SHARE PRICE PERFORMANCE

SENSEX 73,128

NIFTY 22,032

MARKET INFO

Source: Company, Deven Choksey Research

SHARE HOLDING PATTERN (%)

Revenue growth pressured due to business seasonality
Infosys recorded a revenue of INR 3,88,210 Mn, a growth of 1.3% YoY but a marginal decline of 0.4% QoQ.
On a CC basis, revenue declined by 1.0% YoY and 1.0% QoQ. Revenues from North America declined by 4.9
% YoY CC, Europe increased by 5.0% YoY CC, Rest of the world increased by 7.8% YoY CC and India
decreased by 1.0% YoY CC. The overall decline in revenue can be majorly attributed to the seasonality of
the business. The Company’s largest business vertical, Financial Services, saw a decline of 5.9% YoY CC
while retail and communication saw a rise of 0.4% and a decline of 8.0% YoY CC. Clients continue to
remain cautious on spending and are prioritizing cost optimization and vendor consolidation.
Management has tightened their full-year guidance for FY24 to 1.5% to 2.0% (earlier 1.0% to 2.5%).

Wage hikes impact margin but stabilization seen ahead
The operating margins for Q3FY24 stood at 20.5%, a decline of 71 bps QoQ and 100 bps YoY. This margin
contraction was due to the wage hike that took effect from November 1st and the cybersecurity incident.
This was partially offset by a depreciating rupee and cost optimization. For FY24E, management expects
margin to remain stable in the range of 20-22%. The Company expects improvement in EBIT margin in the
longer run as it performs cost optimization focusing on automation, portfolio optimization, spending
cuts and premium offerings.

Assessing opportunities in Gen AI, cloud, digital and other services
For Q3FY24, the deal wins for Infosys stood at USD 3.2 Bn, 71% of this are net new. This is a sharp decline
compared to the deal wins worth USD 7.7 Bn in Q2FY24. Overall, for 9MQY24, the large deal value stands
at USD 13.2 Bn, of which 55% in net new. This is the highest ever large deal value for first three quarters in
a fiscal year for INFY. The Company also saw a loss of contract with a revenue potential of USD 1.5 Bn in
the quarter. Given the top-line pressure in the core business, we think the Company is serious in
assessing adjacent growth opportunities. In the Gen AI segment, the Company has developed use case
and benefit scenarios for client analytics, process optimization, sales, marketing, knowledge analysis,
software development, self-service, and personalization. Infosys is gearing up for growth from this
space and has trained more than 100,000 employees in Gen AI segment. The Company also announced
the acquisition of InSemi, a semiconductor design and embedded services provider to strengthen its
Engineering R&D service capabilities.

Revenue CAGR between FY23 
and FY25E

7.0%

PAT CAGR between FY23 and 
FY25E

8.2%
Particulars Sept-23 Jun-23 Mar-23

Promoters 14.9 14.9 15.1

FIIs 33.6 33.4 35.1

DIIs 32.2 32.4 33.9

Others 19.3 19.3 15.6

Total 100 100 100

Shares outs (Mn) 4,143.5

Mkt Cap (INR Mn) 67,02,973

52 Wk H/L (INR) 1,620/1,185

Volume Avg (3m K) 6,420

Face Value (INR) 5

Bloomberg Code INFO  IN

(INR Mn) Q3FY24A Q2FY24A Q3FY23A QoQ YoY

USD Revenue 4,663 4,718 4,659 -1.2% 0.1%

Revenue 3,88,210 3,89,940 3,83,180 -0.4% 1.3%

EBIT 79,610 82,740 82,420 -3.8% -3.4%

PAT 61,130 62,150 65,860 -1.6% -7.2%

EBIT (%) 20.5% 21.2% 21.5% -71 bps -100 bps

NPM (%) 15.8% 15.9% 17.2% -18 bps -144 bps
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Key Concall Highlights: (i) The revenue for Q3FY24 declined by 1% YoY and QoQ CC. This result was impacted by furloughs and one-offs. (ii) The
Company is observing a decline in traction for digital transformation programs and higher activity for costs and efficiency programs and increasing
interest in Gen AI programs. (iii) Large deal wins stood at USD 3.2 Bn of which 71% was net new. This included one mega deal. (iv) The large deal
value for 9MFY24 stood at USD 13.2 bn, 55% of this is net new. This is the highest ever large deal value for the first three quarters in a fiscal year for
the company. (v) 23 large deals were signed in Q3FY24. 8 were signed in manufacturing, 6 in FS, 4 in EURS, 2 in retail and communication and 1 in
others (vi) Region-wise, 10 deals were signed in America, 9 in Europe, 3 in ROW and 1 in India. (vii) The Company is observing strong interest in Gen
AI programs. (viii) The Company has 100,000 employees trained in Gen AI areas. (ix) The margins experienced headwinds of 130 bps, 70 bps were
from wages hikes in November, 60 bps were from the McCamish cyber incident which impacted revenue and costs. This was partially offset by
tailwinds of 60 bps from cost optimization including high utilization and low SG&A, and currency movements. (x) Headcount at the end of the
quarter stood at 3,22,000, a decline of 1.9%. (xi) Utilization saw an improvement to 82.9%. (xii) On-site mix improved by 20 bps QoQ to 24.4%. (xiii)
LTM attrition for Q3FY24 declined by 1.7% to 12.9%. (xiv) Financial services sector, the largest source of revenue for the company remains impacted by
inflation, uncertain macro-economic conditions and delayed decision making by clients. (xv) Due to elevated cost pressures, clients are cautious on
spending.

Valuation and view:
INFY is currently trading at 26.9x/23.7x on FY24E/FY25E earnings. Despite the ongoing macro-economic headwinds, INFY has managed to execute
better than our expectations, which should help the Company in its growth beyond FY24E. INFY’s margin improvement plan and focus on Gen AI,
cloud and other services seems promising and could help generate superior returns. We also introduce FY26E EPS in this report, which we
estimate at INR 74.7 per share. We believe concerns over weak prospects for IT companies such as INFY have abated post the recent Q3FY24
results. Accordingly, we raise our target price to INR 1,772, applying a P/E multiple of 23.7x to our FY26E EPS, which implies a 9.3% upside over the
CMP. Accordingly, we reiterate our ACCUMULATE rating on the stock.

Source: Company, KRChoksey Research Source: Company, KRChoksey Research

Source: Company, KRChoksey Research Source: Company, KRChoksey Research
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Client Contribution 

US$ 1m+ Clients US$ 10m+ Clients

US$ 50m+ Clients US$ 100m+ Clients

2889 2778 2807 2,883 2,751

1202 1230 1237 1,250 1,315

455 428 448 453 485

113 118 125 132 112

Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24

Revenue by Geography (USD Mn) 

North America Europe Rest of the World India

1,171 1,155 1,123 1,297 1,296 
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675 695 324 320 324 

368 359 
388 404 424 
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Vertical-wise Revenue Contribution (USD Mn)
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Source: Company, Deven Choksey Research

Exhibit 1: Balance Sheet
KEY FINANCIALS

Particulars (INR Mn) FY21 FY22 FY23 FY24E FY25E FY26E 

Property, Plant and Equipment 1,25,600 1,30,750 1,33,460 1,39,109 1,47,561 1,59,147

Right-of-use Asset 47,940 48,230 68,820 68,820 68,820 68,820

CWIP 9,220 4,160 2,880 2,880 2,880 2,880

Goodwill 60,790 61,950 72,480 72,480 72,480 72,480

Intangible Assets 20,720 17,070 17,490 17,490 17,490 17,490

Deferred Tax Assets 10,980 12,120 12,450 12,450 12,450 12,450

Income Tax Assets 58,110 60,980 64,530 64,530 64,530 64,530

Other non current assets 24,540 35,230 51,550 51,550 51,550 51,550

Investments 1,18,630 1,36,510 1,25,690 1,25,690 1,25,690 1,25,690

Total non current assets 4,76,530 5,07,000 5,49,350 5,54,999 5,63,451 5,75,037

Cash & equivalent 2,47,140 1,74,720 1,21,730 1,55,225 1,84,291 2,18,511

Available for sale financial assets 23,420 66,730 69,090 69,090 69,090 69,090

Sundry debtors 1,92,940 2,26,980 2,54,240 2,75,907 2,99,395 3,26,177

Unbilled revenue 75,270 1,15,680 1,52,890 1,52,810 1,65,819 1,80,652

Derivative financial instruments 1,880 1,430 1,010 1,010 1,010 1,010

Prepayments and other current assets 66,680 86,310 1,09,850 1,09,850 1,09,850 1,09,850

Total current assets 6,07,330 6,71,850 7,08,810 7,63,891 8,29,456 9,05,290

Total Assets 10,83,860 11,78,850 12,58,160 13,18,890 13,92,906 14,80,328

Equity Share Capital 21,240 20,980 20,690 20,690 20,690 20,690

Other Equity 7,42,270 7,32,520 7,33,380 7,73,354 8,19,729 8,70,526

Equity Attributable to Owners of the Company 7,63,510 7,53,500 7,54,070 7,94,044 8,40,419 8,91,216

Non controlling Interest 4,310 3,860 3,880 3,880 3,880 3,880

Total Equity 7,67,820 7,57,360 7,57,950 7,97,924 8,44,299 8,95,096

Deferred Income Tax Liabilities 8,750 11,560 12,200 12,200 12,200 12,200

Employee Benefit Obligations 15,140 920 830 830 830 830

Lease Liabilities 45,870 46,020 70,570 70,570 70,570 70,570

Other Liabilities 7,630 26,960 24,750 24,750 24,750 24,750

Total non current liabilities 77,390 85,460 1,08,350 1,08,350 1,08,350 1,08,350

Trade Payables 26,450 41,340 38,650 41,953 45,339 49,446

Unearned Revenue 40,500 63,240 71,630 75,615 82,052 89,392

Lease Liabilities 7,380 8,720 12,420 12,420 12,420 12,420

Other Liabilities 1,14,970 1,64,480 1,97,480 2,08,368 2,25,184 2,45,584

Income Tax Liabilities 21,460 26,070 33,840 35,693 35,521 38,959

Employee Benefit Obligations 20,200 21,820 23,990 23,990 23,990 23,990

Post-Sales Client Support and Warranties 7,130 9,750 13,070 13,797 14,972 16,311

Total Current Liabilities 2,38,650 3,36,030 3,91,860 4,12,616 4,40,257 4,76,882

Total liabilities 10,83,860 11,78,850 12,58,160 13,18,890 13,92,906 14,80,328
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Exhibit 2: Profit & Loss Statement

Source: Company, KRChoksey Research

KEY FINANCIALS

Exhibit 4: Ratio Analysis

Exhibit 3: Free Cash Flow Analysis

Source: Company, Deven Choksey Research

Source: Company, Deven Choksey Research

Particulars (INR Mn) FY21 FY22 FY23 FY24E FY25E FY26E 

Revenue 10,04,720 12,16,410 14,67,670 15,49,321 16,81,220 18,31,609

Employee Cost 5,55,410 6,39,860 7,83,580 8,32,917 8,88,298 9,83,068

SG&A and Other Cost 1,70,420 2,61,630 3,32,780 3,44,995 3,84,672 4,05,225

EBITDA 2,78,890 3,14,920 3,51,310 3,71,410 4,08,250 4,43,317

Depreciation 32,670 34,770 42,250 47,028 48,710 50,688

EBIT 2,46,220 2,80,150 3,09,060 3,24,382 3,59,540 3,92,629

Other income, net 22,010 22,950 27,000 27,710 33,138 37,493

Finance costs 1,950 2,000 2,840 4,900 5,809 6,224

Pre-tax Income 2,66,280 3,01,100 3,33,220 3,47,192 3,86,868 4,23,897

Income tax expense 72,050 79,640 92,140 98,980 1,04,454 1,14,564

Net profit Before EI & 
MI

1,94,230 2,21,460 2,41,080 2,48,212 2,82,414 3,09,333

Minority Interest -720 -360 -130 -170 -308 -339

Net profit After MI 1,93,510 2,21,100 2,40,950 2,48,042 2,82,106 3,08,994

Diluted EPS (INR) 46 52 57 60 70 77

Shares in Mn 4,251 4,219 4,192 4,139 4,139 4,139

Particulars (INR Mn) FY20 FY21 FY22 FY23 FY24E FY25E 

Net Cash Generated From 
Operations

2,32,240 2,38,850 2,24,670 3,93,879 4,28,596 4,69,531

Net Cash Flow from/(used 
in) Investing Activities

-74,560 -64,160 -12,090 -52,677 -57,161 -62,275

Net Cash Flow from 
Financing Activities 

-97,860 -2,46,420 -2,66,950 -3,07,335 -3,41,423 -3,74,119

Net Inc/Dec in cash 
equivalents 

59,820 -71,730 -54,370 33,867 30,011 33,137

Closing Balance Cash and 
Cash Equivalents

2,47,140 1,74,720 1,21,730 1,55,597 1,85,608 2,18,745

Key Ratio FY21 FY22 FY23 FY24E FY25E FY26E 

EBIT Margin (%) 24.5% 23.0% 21.1% 20.9% 21.4% 21.4%

Tax rate (%) 27.1% 26.4% 27.7% 28.5% 27.0% 27.0%

Net Profit Margin (%) 19.3% 18.2% 16.4% 16.0% 16.8% 16.9%

RoE (%) 27.3% 29.1% 32.0% 32.1% 34.6% 35.8%

RoCE (%) 25.3% 27.2% 29.7% 30.0% 32.2% 33.2%

Current Ratio 2.5 2.0 1.8 1.8 1.9 1.9

EPS (INR per share) 45.5 52.4 57.5 59.9 68.2 74.7
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Rating Legend (Expected over a 12-month period)

Our Rating Upside

Buy More than 15% 

Accumulate 5% – 15%

Hold 0 – 5%

Reduce -5% – 0

Sell Less than – 5%

Infosys

Date CMP (INR) TP(INR) Recommendation

17-Jan-24 1,631 1,772 ACCUMULATE

09-Nov-23 1,389 1,508 ACCUMULATE

21-July-23 1,337 1,458 ACCUMULATE

17-April-23 1,383 1,645 BUY 

13-Jan-23 1,504 1,805 BUY

ANALYST CERTIFICATION:

I, Unnati Jadhav (MMS, Finance ), Research Analyst, author and the name subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect my views
about the subject issuer(s) or securities. I 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.

Terms & Conditions and other disclosures:

KRChoksey Shares and Securities Pvt. Ltd (hereinafter referred to as KRCSSPL) is a registered member of National Stock Exchange of India Limited and Bombay Stock Exchange Limited. KRCSSPL is a
registered entity with SEBI for Research Analyst in terms of SEBI (Research Analyst) Regulations, 2014 vide registration number INH000001295. It is also registered as a Depository Participant with
CDSL, CDSL Registration No IN-DP-425-2019.

KRChoksey Shares & Securities Pvt Ltd. and DRChoksey Finserv Private Ltd. (Demerged entity from KRChoksey Shares & Securities Limited) are regulated by the Securities and Exchange Board of
India ("SEBI") and is licensed to carry on the business of Research Analysts including preparing and distribution of Research Reports. This research report is prepared and distributed by DRChoksey
Finserv Private Ltd in the capacity of a Research Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having SEBI Registration No. INH000011246. It may be further notified
that KRCSSPL carries on the activity of preparation as well as distribution of reports in the capacity of a Research Analyst as per Regulation 22(1) of SEBI (Research Analysts) Regulations 2014 having
SEBI Registration No. INH000001295.

The information and opinions in this report 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
KRCSSPL. While we would endeavour to update the information herein on a reasonable basis, KRCSSPL is not under any obligation to update the information. Also, there may be regulatory,
compliance or other reasons that may prevent KRCSSPL from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension follows
applicable regulations and/or KRCSSPL policies, in circumstances where KRCSSPL 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. KRCSSPL 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 investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. KRCSSPL 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. Our employees in sales and marketing team, dealers and other professionals may provide oral or written market
commentary or trading strategies that reflect opinions that are contrary to the opinions 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.

We submit that no material disciplinary action has been taken on KRCSSPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities. KRCSSPL
prohibits its associate, analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or derivatives of any companies that the analyst covers.
KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives do not hold any financial interest/beneficial ownership of more than 1% (at the end of the month
immediately preceding the date of publication of the research report) in the company covered by Analyst, and has not been engaged in market making activity of the company covered by research
analyst.
It is confirmed that, I, Unnati Jadhav Research Analyst of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months.
Compensation of our Research Analysts is not based on any specific brokerage service transactions.
KRCSSPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.
KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/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 brokerage services or specific transaction or for products and services other than brokerage services.
KRCSSPL or its associates (Group Companies) collectively or its research analyst, or relatives might have received any commission/compensation from the companies mentioned in the report during
the period preceding twelve months from the date of this report other than investment banking or merchant banking or brokerage services from the subject company
KRCSSPL encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. KRCSSPL 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
KRCSSPL nor Research Analysts his associate or his relative, have any material conflict of interest at the time of publication of this report.
It is confirmed that, Unnati Jadhav, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.
KRCSSPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company.
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 KRCSSPL 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
them of and to observe such restriction.
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