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Near-term challenges persist despite long-term strengths; growth recovery likely gradual

CMP*
INR 5,573

Target
INR 4,884

Potential Upside
(12.4)%

Market Cap (INR Mn)
INR 345,526

Recommendation
SELL

Sector
Internet Software & Services

Result Highlights
Revenue:

Tata Elxsi's Q2FY26 revenue stood at INR 9,181 Mn. (2.9% QoQ/ -3.9% YoY),
broadly in line with our estimates. Growth was led by the US (+7.9% QoQ), while
Europe was stable and India muted. The YoY decline was driven by weakness in
Transportation and Healthcare due to program completions and deferred OEM
spends.

Margins and Profitability:

EBIT at INR 1,699 Mn (+4.6% QoQ / —29.0% YoY) improved sequentially on higher
utilization and cost efficiency but declined YoY due to weak topline leverage and
elevated employee costs. Consequently, EBIT margin contracted by 655bps YoY
(29bps QoQ) to 18.5%. Net profit stood at INR 1,548 Mn. (7.2% QoQ/ -32.5% YoY),
while its net margin contracted by 716bps YoY to 16.9% (68bps QoQ).

Vertical Performance:

The Transportation segment declined 9.9% YoY CC (-0.5% QoQ CC), with
sequential growth supported by SDV program ramp-ups and new OEM
engagements such as Suzuki, though partially offset by a cyber incident at a key
auto client. Media & Communications fell 7.6% YoY CC but rose 3.7% QoQ CC,
aided by OTT platform ramp-ups and new wins, though H2 growth may moderate
given client-side restructuring. Healthcare & Life Sciences declined 7.2% YoY CC (-
4.6% QoQ CC) due to the completion of regulatory/MDR programs, but the Bayer
radiology centre and pipeline in US/Europe provide recovery visibility. System
Integration & Support grew 4.2% YoY CC (+19.8% QoQ CC), driven by Al infra and
hybrid workload projects, with positioning further strengthened by Dell’'s ISG Supplier
of the Year recognition.

Demand Drivers:

Tata Elxsi's Q2FY26 performance was driven by strategic engagements in next-gen
technologies, with management guiding for a stronger H2 and targeting double-digit
growth from FY27. Transportation grew modestly, supported by SDV programs, the
Suzuki Cloud HIL centre, and the Synopsys partnership, though a cyber incident at a
key auto client delayed execution. Media & Communications delivered 6.8% QoQ
growth on OTT ramp-ups and new wins, but is likely to moderate in H2 amid client
restructuring and M&A.

Valuation and Outlook:

We have revised our FY26E/FY27E EPS estimates by 0.4%/-0.8% as we maintain a
cautious near-term outlook, given the temporary impact of the cybersecurity incident,
moderation in media and communications growth, and slower recovery in healthcare.
However, management expects a better H2 FY26, led by the transportation vertical,
improving utilization levels, and margin recovery as project ramp-ups accelerate.
EBIT margins are projected to gradually improve through H2, though they may
remain below FY25 levels in the near term due to cost normalization and wage
revisions.

We value Tata Elxsi at a 37.0x Sep’27 EPS, implying a target price of INR 4,884, as
we roll forward our valuation to Q2FY28E. We reiterate our SELL rating on the stock.
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Shares outs (Mn.) 62
Mkt Cap (INR Mn.) 345,526
52-Week H/L (INR) 8,027/4,700

*Based on previous closing
Note: All the market data is as of previous closing

SHARE HOLDING PATTERN (%)

Promoters

Flls 12.7 12.7 13.3
Dlls 9.8 8.5 7.5

Others 33.6 34.9 35.3
Total 100.0  100.0 100.0

5.5%

Revenue CAGR
between FY25-27E

Adj. PAT CAGR
between FY25-27E

| ________NRWilions | __Fv FY25 FY26E FY27E FY28E

Revenue 35,521 37,290 37,137 41,491 46,291
EBIT 9,470 8,681 6,967 8,502 9,613
EBIT Margin 26.7% 23.3% 18.8% 20.5% 20.8%
PAT 7,922 7,849 6,397 7,772 8,618
EPS 127.2 126.0 102.7 124.8 138.4

Source: Company, DevenChoksey Research
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Key Concall Highlights:

Transportation to Lead Near-Term Growth

» The transportation vertical, contributing over 53% of Tata Elxsi’s revenue, grew 0.7% sequentially in Q2 FY26.Growth was driven
by strong deal momentum across SDV programs, electrification (EVs), ADAS, and infotainment/cockpit systems, along with
renewed activity in traditional powertrain (ICE) areas.

» During the quarter, the company opened its second engineering center with Suzuki, focused on cloud, hardware, and simulation
for SDV development. This multi-year, multi-million-dollar partnership, spanning five to ten years, reinforces Tata Elxsi’s position
as a strategic automotive engineering partner.

* Geographically, Europe remained the largest market, followed by the US, Japan, and India. While the US core automotive
segment remained muted due to regulatory and EV-incentive shifts, adjacent sectors such as aerospace, rail, and off-road
showed healthy traction.

* The company’s focus has transitioned from Tier-1 suppliers to direct OEM engagements over the past eight quarters. The Tier-1
business has now stabilized, with early signs of recovery. Management expects H2 FY26 to be better than H1, supported by
strong order inflows and ongoing project ramp-ups. The transportation business is projected to deliver double-digit growth in
FY27, cementing its role as the company’s primary growth driver.

Media and Communication: Recovery Underway, Growth to Moderate in Near Term

+ The media and communication vertical posted a 6.8% QoQ growth, driven by ramp-ups in large deals and new client additions. A
key highlight was the successful launch of MBC Now, a Middle East and Africa-based content super-aggregator powered by Tata
Elxsi’'s proprietary OTT platform, TPlay.

» Despite the sequential recovery, the segment continues to face industry-wide volatility amid ongoing M&A and restructuring
among telecom and broadcast players. Management expects growth moderation in H2 FY26 as large deals stabilize.

+ The company remains optimistic about the long-term potential of this vertical and continues to enhance its OTT, content
aggregation, and network transformation capabilities. While near-term growth will likely soften, management continues to target
double-digit growth in FY27, contingent on improved market visibility and renewed digital transformation demand.

Healthcare and Life Sciences

* The healthcare and life sciences vertical recorded a 2.3% sequential decline, primarily due to the completion of large regulatory
and MDR programs. To drive future growth, Tata Elxsi launched a dedicated technology center for Bayer Radiology Devices,
focused on co-developing advanced diagnostic systems for early disease detection. This multi-year, multi-million-dollar
engagement provides revenue visibility for the next three to five years and strengthens the company’s position in medical
technology innovation. Management noted progress in building a robust pipeline of new clients and deals and strengthening both
delivery and sales teams.

Efficiency Improvements to Support Margin Recovery

» Attrition increased marginally for the third consecutive quarter, though management emphasized that the rise is not significant
and primarily driven by calculation effects—as overall headcount declines, the percentage-based attrition figure appears higher.
The company continues to closely monitor the trend and expects improvement in the second half (H2 FY26) as business growth
strengthens and hiring normalizes.

» On operational efficiency, utilization improved from around 66% to over 70% during the quarter. Management aims to reach 75%
by the end of FY26 and 80% in FY27. These improvements are expected to enhance productivity, offset cost pressures such as
wage hikes, and aid overall margin recovery in the coming quarters.

Other Highlights

= During Q2 FY26, Tata Elxsi was impacted by a cybersecurity incident affecting one of its top automotive clients. As a result,
some projects scheduled to begin in September were delayed, temporarily impacting revenue recognition for the quarter.

= Management clarified that if the incident had not occurred, the company would have reported positive constant currency growth
in the automotive segment. This indicates that the disruption contributed to the flat to slightly negative CC growth observed in Q2.

= Encouragingly, management noted that discussions with the client have become more positive, signaling recovery in project
execution. The company remains confident that the impact is short-lived, with performance expected to normalize from Q3 FY26
onward.

= Additionally, the planned Q3 (October) wage hike for part of the workforce is contingent on continued recovery and confirmation
of full client stabilization by the end of the month.
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Employee count drops sequentially while
attrition rate inches up
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RESULT SNAPSHOT

T N I e R
Revenue from Operations 9,181 8,921 9,551 2.9% (3.9%)
Cost of Materials Consumed 724 665 592 8.7% 22.3%
Employee benefits expenses 5,388 5,291 5,151 1.8% 4.6%
Other Expenses 1,136 1,097 1,144 3.6% (0.7%)
Total Expenses 7,248 7,054 6,887 2.7% 5.2%
EBITDA 1,933 1,867 2,664 3.5% (27.4%)
EBITDA margin (%) 21.1% 20.9% 27.9% 13bps -684bps
Depreciation and Amortization 234 243 272 (3.4%) (13.7%)
EBIT 1,699 1,624 2,393 4.6% (29.0%)
EBIT margin (%) 18.5% 18.2% 25.1% 29bps -655bps
Finance Costs 40 46 48 (11.5%) (16.7%)
Other Income 489 385 643 27.0% (24.0%)
Profit before tax 2,147 1,963 2,987 9.4% (28.1%)
Tax Expense 599 520 693 15.2% (13.5%)
Net profit 1,548 1,444 2,294 7.2% (32.5%)
Net profit (%) 16.9% 16.2% 24.0% 68bps -716bps
Diluted EPS (INR) 249 23.2 36.8 7.2% (32.5%)
Source: Company, DevenChoksey Research
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Exhibit 1: Profit & Loss Statement

Revenue

Total Operating expenses

EBITDA
Depreciation

EBIT

Finance Cost & Extra
Ordinary- Expense

Other income, net
Pre-tax Income
Income tax expense
Net profit

Diluted EPS (INR)

Result Update — Q2FY26

37,137 41,491

46,291

29,236 31,924 35,319

37,290
27,561
9,729 7,901
1,049 934
8,681 6,967
190 185
1,793 1,930
10,284 8,712
2,435 2,315
7,849 6,397
126.0 102.7

9,568

1,065

8,502

204

2,204

10,502

2,731

7,772

124.8

10,972

1,359

9,613

221

2,254

11,646

3,028

8,618

138.4

Exhibit 3: Cash Flow Statement

CFFO

CFFI

CFFF

Net Inc/Dec

Opening Cash

Exchange Rate
Difference

Closing Cash

8,120
-3,083
-4,986
51
1,332
-31

1,353

5,750
723
-4,004
2,469
1,353
0

3,821

5,629
855
-4,947
1,538
3,821
0

5,359

6,754
749
-5,838
1,665
5,359
0

7,024

Exhibit 4: Key Ratios

LGAE ] FY25 | FY26E | FY27E | FY28E

Gross Margin (%)

EBIT Margin (%)

Net Profit Margin (%)
RoE (%)

RoCE (%)

P/E (x)

93.6%

23.3%

21.0%

27.4%

28.4%

41.4x

92.9%

18.8%

17.2%

20.5%

21.0%

54.3x

94.0%

20.5%

18.7%

22.7%

23.5%

44.7x

94.4%

20.8%

18.6%

23.1%

24.5%

40.3x
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Exhibit 2: Balance Sheet

m FY25 FY26E FY27E FY28E

Equity Share Capital
Other Equity
Total Equity

Deferred Tax
Liability,(Net)

Lease Liability
Long term Provision

Total non current
liabilities

Trade Payables

Lease Liability

Other Current Liabilities

Short term Provisions

Total Current Liabilities

Total liabilities

Property Plants and
Equipments

Right of use of Assets
CWIP

Intangible Assets
Other current assets

Total Non-Current
Assets

Current Assets
Trade Receivables

Cash and Cash
Equivalent

Bank Balance
Oher current assets
Total Current Assets

Total Assets

27,977 30,536
28,600 31,158
0 0
1,393 1,447
568 568
1,961 2,015
1,230 1,354
530 494
3,045 3,045
492 492
5,297 5,385
35,857 38,558
1,541 1,871
1,551 1,447
16 16
88 135
4,686 4,686
7,882 8,155
9,715 9,675
1,353 3,821
14,711 14,711
2,196 2,196
27,975 30,404
35,857 38,558

Page 6

33,644 36,661
34,267 37,283
0 0
1,387 1,376
568 568
1,955 1,943
1,280 1,341
474 470
3,045 3,045
492 492
5,291 5,348
41,513 44,574
2,157 2,245
1,387 1,376
16 16
192 261
4,686 4,686
8,438 8,583
10,810 12,060
5,359 7,024
14711 14,711
2,196 2,196
33,076 35,992
41,513 44,574

Source: Company, DevenChoksey Research

RESEARCH ANALYST

Yogesh Tiwari, fundamental-research1@devenchoksey.com

Phone: +91-22-6696 5555
www.devenchoksey.com



DEVEN CHOKSEY
RESEARCH

India Equity Institutional Research | Result Update — Q2FY26 Il 10t Oct, 2025 Page 7

Tata Elxsi Ltd.

ata Elxsi Ltd

cmp L Recommendation

(INR) (INR)
10-Oct-25 5573 4,884 SELL Buy More than 15%
14-Jul-25 6,066 4,965 SELL Accumulate 5% — 15%
21-Apr-25 4,901 5,093 HOLD Hold 0— 5%
13-Jan-25 6,001 5,853 REDUCE

Reduce -5% -0

12-Oct-24 7,675 7,359 REDUCE
11-Jul-24 6,957 7,150 HOLD Sell Less than —5%

ANALYST CERTIFICATION:

I, Yogesh Tiwari (MBA), Research Analysts, authors and the names 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. | 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:

DRChoksey FinServ Private Limited (hereinafter referred to as DCFPL) is a registered member of SEBI as a Research Entity vides Registration No. INHO00011246 under SEBI (Research Analyst)
Regulations, 2014 ,Portfolioc Managers Entity vides Registration No. INPO00007906 under SEBI (PORTFOLIO MANAGERS) Regulations, 2020 & Investment Adviser Entity vides Registration No.
INA000017903 under SEBI (INVESTMENT ADVISERS) REGULATIONS, 2013.

The information and opinions in this report have been prepared by DCFPL 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 DCFPL. While | would endeavor to update the information herein on a reasonable basis, DCFPL is not under any obligation to update the information. Also, there may be regulatory,
compliance or other reasons that may prevent DCFPL 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 DCFPL policies, in circumstances where DCFPL 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. DCFPL 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. DCFPL 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.

| submit that no material disciplinary action has been taken on DCFPL and its associates (Group Companies) by any Regulatory Authority impacting Equity Research Analysis activities.
DCFPL 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.

DCFPL 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, Yogesh Tiwari Research Analysts 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.

DCFPL or its Associates (Group Companies) have not managed or co-managed public offering of securities for the subject company in the past twelve months.

DCFPL 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.

DCFPL 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

DCFPL 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. DCFPL 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 DCFPL nor
Research Analysts his associate or his relative, have any material conflict of interest at the time of publication of this report.

Itis confirmed that Yogesh Tiwari, Research Analyst do not serve as an officer, director or employee of the companies mentioned in the report.
DCFPL or its associates (Group Companies) or its research analyst has may been engaged in market making activity for the subject company.
The securities quoted are for illustration only and are not recommendatory.

DCFPL (Research Entity) and its research analysts uses Artificial Intelligence tools.

DCFPL and or its Research analysts shall be solely responsible for the security, confidentiality and integrity of the client data, use of any other information or data for research services, research services
based on output of Artificial Intelligence tools and compliance with any law for the time being in force.

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 DCFPL 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
restrictions.

Investment in securities are subject to market risks, read all the documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.
Please send your feedback to research.retail@devenchoksey.com

DRChoksey FinServ Private Limited . ‘
CIN Number -U67100MH2020PTC352816 m
bR
Registered Office and Corporate Office: —’._v/
5th Floor Abhishek Building, Behind Monginis Cake Factory, Off New Link Road, Andheri West, Mumbai-400058
1o/t o/ 2.5
RESEARCH ANALYST Phone: +91-22-6696 5555

Yogesh Tiwari, fundamental-research1@devenchoksey.com www.devenchoksey.com


mailto:research.retail@devenchoksey.com
mailto:research.retail@devenchoksey.com
mailto:research.retail@devenchoksey.com
mailto:research.retail@devenchoksey.com
mailto:research.retail@devenchoksey.com

	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7

