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Tech Mahindra 

Weak start drives a material cut in earnings  

■ Deal wins within aspirational band, but LTM wins flat vs. 4QFY22 level.  

■ Margins miss lowered estimates. Gives guidance of a sharp qoq improvement.  

■ Downgrade our rating to Hold (from Add earlier) with a lower target price of 
Rs1,018 (from Rs1,509 earlier).  

1QFY23 summary  
Tech Mahindra’s (TECHM IN) 1QFY23 revenue was in line with expectations while EBIT 

margin missed estimates driven by higher wage, sub-contractor expenses and an increase 

in SG&A spending driven by normalization and a rise in provisions. Going ahead, 1) 

telecom growth trajectory (3.9% qoq in cc terms) could continue driven by network 

modernization and 5G-related spending as decision cycles are broadly unchanged amidst 

one-off client-specific issue, 2) enterprise (2.2% qoq in cc terms) growth trajectory to be 

driven by digital transformation and cost take-out spending, 3) healthy pipeline could help 

sustain deal wins in the aspirational US$700m-1bn per quarter band, and 4) targeted 

actions to drive a 100-125bp increase in EBIT margin per quarter, starting from 2QFY23F.  

Deal wins within aspirational band, but LTM wins flat qoq  
Net new deal wins in 1QFY23 stood at US$802m (down 20.7% qoq and 1.6% yoy) and 

takes LTM wins to US$3,267m (vs. US$3,280m in 4QFY22 and US$2,734m in 1QFY22). 

Hence, we adjust FY22-FY24F revenue CAGR to 12.9% vs. 13.5% earlier to account for 

the macro uncertainty and despite management commentary of a healthy deal pipeline.  

Margins miss toned-down expectations 
A 46bp miss on EBIT margin at 11%, down 220bp qoq and 411bp yoy, was driven by higher 

salary, sub-contracting, and large deal transition cost (-100bp), visa and weak Comviva 

seasonality (-80bp) and SG&A normalization (-100bp) partly offset by higher pricing 

(+50bp). Management aims at 14% exit EBIT margin in 4QFY23F (~100bp improvement 

every quarter) as growth leverage, improvement in utilization, higher offshoring, 

optimization of sub-contractor cost and employee pyramid correction could help offset 

operational headwinds including ~100bp impact of wage hike in 2QFY23F. That said, weak 

execution drives average FY23F-24F EBIT margin assumption by 90bp to 12.9%. 

Downgrade to Hold with lower target price of Rs1,018 
We now factor in 8.6% PAT (Rs) CAGR (12.0%) over FY22-24F, primarily driven by lower 

revenue growth and a change in margin assumption. Lower PAT growth drives a cut in our 

target P/E multiple to 13.7x vs. 19x earlier and the target price reduced to Rs1,018 (from 

Rs1,509 earlier) despite retaining the target PE/G multiple at 1.6x (25% discount to Tata 

Consultancy Services’ multiple). Together this leads to change in our rating to Hold from 

our Add rating earlier. Uneven execution, increased M&A, and a high attrition rate are key 

downside risks to our estimates and rating while improved order booking and better-than-

expected improvement in EBIT margin from targeted actions are key upside risks.  

Financial Summary    Mar-20A Mar-21A Mar-22A Mar-23F Mar-24F 

Revenue (Rsm) 368,677 378,551 446,460 532,371 603,986 

Operating EBITDA (Rsm) 57,261 68,471 80,201 86,808 102,738 

Net Profit (Rsm) 40,330 44,281 55,662 55,043 65,631 

Core EPS (Rs) 48.1 51.1 63.0 62.2 74.1 

Core EPS Growth 0.1% 6.2% 23.4% (1.4%) 19.2% 

FD Core P/E (x) 22.30 20.15 16.14 16.36 13.72 

DPS (Rs) 15.0 45.0 45.0 46.6 55.6 

Dividend Yield 1.47% 4.39% 4.40% 4.58% 5.46% 

EV/EBITDA (x) 14.82 11.62 10.50 9.56 7.91 

P/FCFE (x) 25.60 12.01 20.76 22.15 15.63 

Net Gearing (24.7%) (39.7%) (22.3%) (26.4%) (30.7%) 

P/BV (x) 4.07 3.60 3.35 3.19 3.01 

ROE 20.2% 19.2% 21.5% 20.0% 22.6% 

% Change In Core EPS Estimates    (8.87%) (5.95%) 

InCred Research/Consensus EPS (x)      

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 1: Quarterly performance 

YE Mar (Rs m) 1QFY23 1QFY22 YoY (%) 4QFY22 QoQ (%) 1QFY23F Var. (%) 

Revenue (US$ m) 1,632.0 1,383.6 18.0  1,608.0 1.5  1,631.3 0.0  

Net sales (Rs m) 1,27,079 1,01,976 24.6  1,21,163 4.9  1,25,935 0.9  

USD-INR realization 77.9 73.7 5.6  75.4 3.3  77.2 0.9  

EBITDA  18,801 18,764 0.2  20,884 (10.0) 19,394 (3.1) 

EBITDA margin (%) 14.8 18.4 (361 bp) 17.2 (244 bp) 15.4 (61 bp) 

EBIT 14,034 15,453 (9.2) 16,042 (12.5) 14,482 (3.1) 

EBIT margin (%) 11.0 15.2 (411 bp) 13.2 (220 bp) 11.5 (46 bp) 

Depreciation 4,767 3,311 44.0  4,842 (1.5) 4,911 (2.9) 

Net other income 818 2,492 (67.2) 2,646 (69.1) 1,071 (23.6) 

PBT 14,852 17,945 (17.2) 18,688 (20.5) 15,553 (4.5) 

Provision for tax  3,380 4,286 (21.1) 3,280 3.0  4,044 (16.4) 

% tax rate 22.8 23.9 (113 bp) 17.6 521 bp 26.0 (324 bp) 

Net profit 11,316 13,532 (16.4) 15,057 (24.8) 11,158 1.4  

EPS (Rs) 12.8 15.3 (16.6) 16.9 (24.6) 12.6 1.8  
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 2: Operating trends 

Operating trends 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Revenue (US$ m) 1207.5 1265.4 1308.7 1329.6 1383.6 1472.6 1533.5 1608 1632 

Growth YoY (%) -3.2 -1.7 -3.3 2.7 14.6 16.4 17.2 20.9 18.0 

Growth QoQ (%) -6.7 4.8 3.4 1.6 4.1 6.4 4.1 4.9 1.5 

CC Growth YoY (%) -1.8 -3.0 -4.6 -0.5 10.8 15.5 17.5 22.6 21.2 

CC Growth QoQ (%) -6.3 2.9 2.8 0.7 3.9 7.2 4.7 5.4 3.5 

Revenue (Rs. m)        91,063         93,718         96,471         97,299      1,01,976      1,08,813      1,14,508      1,21,163      1,27,079  

Growth YoY (%) 5.2 3.3 -0.1 2.5 12.0 16.1 18.7 24.5 24.6 

Growth QoQ (%) -4.0 2.9 2.9 0.9 4.8 6.7 5.2 5.8 4.9 

EBIT Margin (%) 10.1 14.2 15.9 16.5 15.2 15.2 14.8 13.2 11.0 

US$-Rs realized rate 75.4 74.1 73.7 73.2 73.7 73.9 74.7 75.4 77.9 

Headcount      1,23,416      1,24,258      1,21,901      1,21,054      1,26,263      1,41,193      1,45,067      1,51,173      1,58,035  

Utilization - trainees (%) 82.0 85.0 87.0 87.0 88.0 87.0 84.0 83.0 83.0 

Utilization -Ex-trainees (%) 82.0 85.0 87.0 87.0 89.0 89.0 86.0 84.0 83.0 

Attrition (%) 17.0 14.0 12.0 13.0 17.0 21.0 24.0 24.0 22.0 

Vertical (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Telecom 40.7 40.2 40.6 40.4 40.0 40.1 40.9 40.6 40.4 

Manufacturing 16.9 16.3 16.4 16.4 16.5 16.0 15.8 14.9 15.3 

Technology, Media & Entertainment 8.2 8.9 8.5 8.5 8.8 9.0 8.4 9.3 9.7 

BFSI 15.7 16.4 16.0 16.4 16.4 16.3 15.4 17.4 16.7 

Retail, Transport & Logistics 7.6 7.7 8.1 7.7 7.7 7.8 8.5 7.6 7.9 

Others 10.9 10.5 10.6 10.6 10.6 10.8 10.9 10.2 10.0 

Vertical (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Telecom 491.5 509 531 537 553 591 627 653 659 

Manufacturing 204 206 215 218 228 236 242 240 250 

Technology, Media & Entertainment 99 113 111 113 122 133 129 150 158 

BFSI 190 208 209 218 227 240 236 280 273 

Retail, Transport & Logistics 92 97 106 102 107 115 130 122 129 

Others 132 133 139 141 147 159 167 164 163 

Vertical YoY (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Telecom -6.2 -3.8 -7.8 1.7 12.6 16.1 18.0 21.5 19.1 

Manufacturing -15.7 -11.0 -8.3 -4.8 11.9 14.2 12.9 9.9 9.4 

Technology, Media & Entertainment 4.2 8.0 8.2 18.0 23.0 17.7 15.8 32.3 30.0 

BFSI 18.6 24.0 17.2 10.1 19.7 15.7 12.8 28.3 20.1 

Retail, Transport & Logistics 18.4 8.1 8.8 8.3 16.1 17.9 23.0 19.4 21.0 

Others -11.4 -19.4 -16.0 -5.3 11.4 19.7 20.5 16.4 11.3 

Vertical QoQ (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Telecom -7.0 3.5 4.5 1.1 3.0 6.7 6.2 4.1 1.0 

Manufacturing -10.9 1.1 4.1 1.6 4.7 3.2 2.8 -1.1 4.2 

Technology, Media & Entertainment 3.4 13.7 -1.2 1.6 7.7 8.9 -2.8 16.1 5.9 

BFSI -4.3 9.5 0.9 4.1 4.1 5.8 -1.6 18.5 -2.6 

Retail, Transport & Logistics -2.9 6.2 8.8 -3.4 4.1 7.8 13.5 -6.2 5.5 

Others -11.6 0.9 4.4 1.6 4.1 8.4 5.1 -1.9 -0.5 

Incremental revenue (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Telecom -36.7 17.2 22.6 5.8 16.3 37.1 36.7 25.6 6.5 

Manufacturing -25.1 2.2 8.4 3.4 10.2 7.3 6.7 -2.7 10.1 

Technology, Media & Entertainment 3.2 13.6 -1.4 1.8 8.7 10.8 -3.7 20.7 8.8 

BFSI -8.5 17.9 1.9 8.7 8.9 13.1 -3.9 43.6 -7.2 

Retail, Transport & Logistics -2.7 5.7 8.6 -3.6 4.2 8.3 15.5 -8.1 6.7 

Others -17.3 1.2 5.9 2.2 5.7 12.4 8.1 -3.1 -0.8 

Geography (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Americas 49.3 48.4 46.8 45.5 46.7 47.8 48.9 48.3 49.6 

Europe 25.8 25.2 26.4 26.5 27.2 25.9 25.5 26.4 25.5 

ROW 24.9 26.4 26.8 28.0 26.1 26.3 25.6 25.3 24.9 

Geography (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Americas 595.3 612.5 612.5 605.0 646.1 703.9 749.9 776.7 809.5 

Europe 311.5 318.9 345.5 352.3 376.3 381.4 391.0 424.5 416.2 

ROW 300.7 334.1 350.7 372.3 361.1 387.3 392.6 406.8 406.4 

Geography YoY (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Americas 0.3 -1.9 -6.5 -2.0 8.5 14.9 22.4 28.4 25.3 

Europe -9.5 -7.2 -5.4 2.7 20.8 19.6 13.2 20.5 10.6 

ROW -2.8 4.2 5.4 11.5 20.1 15.9 11.9 9.3 12.5 
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Geography QoQ (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Americas -3.6 2.9 0.0 -1.2 6.8 8.9 6.5 3.6 4.2 

Europe -9.2 2.4 8.3 2.0 6.8 1.3 2.5 8.6 -2.0 

ROW -10.0 11.1 5.0 6.1 -3.0 7.2 1.4 3.6 -0.1 

Incremental revenue (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Americas -22.2 17.2 0.0 -7.5 41.2 57.8 46.0 26.8 32.8 

Europe -31.5 7.3 26.6 6.8 24.0 5.1 9.6 33.5 -8.4 

ROW -33.3 33.4 16.7 21.6 -11.2 26.2 5.3 14.2 -0.5 

Deal wins (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

TCV  290.4 421.2 455.5 1043 815 750 704 1011 802 

QoQ (%) -43.4 45.0 8.1 128.9 -21.8 -8.0 -6.1 43.6 -20.7 

YoY (%) -38.9 -71.8 -63.0 103.3 180.6 78.1 54.6 -3.0 -1.6 

TTM TCV 3527.4 2455.6 1680.1 2209.8 2734.4 3063.2 3311.7 3280 3267 

Clients (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Top 5 21.8 21.5 21.8 22.3 22.1 22.4 22.7 22.1 21.0 

Top 6-10 9.3 8.9 8.8 8.8 8.9 8.9 8.7 9.1 9.0 

Top 11-20 12.4 12.4 11.9 12.2 12.2 11.4 11.0 11.5 11.0 

Non top 20 56.5 57.3 57.5 56.8 56.8 57.3 57.6 57.3 59.0 

Clients (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Top 5 263 272 286 296 306 331 348 355 343 

Top 6-10 112 112 115 116 123 131 133 146 147 

Top 11-20 150 156 155 163 169 168 169 185 180 

Non top 20 682 724 753 755 785 843 883 921 963 

Clients YoY (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Top 5 -1.5 -2.1 -5.3 6.8 16.6 21.5 21.9 20.1 11.9 

Top 6-10 -3.3 -11.8 -2.6 -6.3 9.3 16.8 16.4 25.7 19.7 

Top 11-20 -6.8 0.4 3.4 -0.3 12.8 7.2 8.6 13.7 6.1 

Non top 20 -3.0 -0.2 -3.9 3.4 15.1 16.4 17.3 22.1 22.6 

Clients QoQ (%) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Top 5 -5.1 3.5 5.0 3.6 3.6 7.9 5.3 2.1 -3.6 

Top 6-10 -9.7 0.2 2.0 1.5 5.3 7.0 1.7 9.7 0.4 

Top 11-20 -8.0 4.3 -0.7 4.7 4.1 -0.9 0.6 9.6 -2.9 

Non top 20 -6.5 6.2 3.9 0.2 4.1 7.4 4.8 4.3 4.5 

Incremental revenue (US$ m) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Top 5 -14.2 9.3 13.5 10.2 10.5 24.2 17.6 7.3 -12.6 

Top 6-10 -12.1 0.2 2.3 1.8 6.2 8.6 2.2 12.9 0.6 

Top 11-20 -13.1 6.4 -1.1 7.2 6.6 -1.6 1.1 16.2 -5.4 

Non top 20 -47.7 42.0 28.6 1.7 30.7 57.8 40.1 38.1 41.5 

Client metrics 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Active clients 981 988 997 1,007 1,058 1,123 1,191 1,224 1,262 

Revenue per active clients 5.2 5.2 5.1 5.1 5.0 4.9 4.8 4.9 4.9 

US$ 1 m+ 451 460 454 451 466 488 502 524 549 

US$ 5 m+ 161 165 162 169 168 169 173 174 176 

US$ 10 m+ 81 82 83 85 86 90 96 97 104 

US$ 20 m+ 48 50 50 50 51 50 50 54 60 

US$ 50 m+ 21 21 21 21 22 22 22 23 23 

Per employee analysis 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Revenues (US$ m) - TTM 5,142 5,121 5,076 5,111 5,287 5,495 5,719 5,998 6,246 

Employees (Average TTM)     1,20,968      1,19,264      1,17,111      1,16,167      1,16,909      1,20,880      1,26,342      1,33,490      1,40,959  

Revenue per employee (TTM)        42,510         42,934         43,345         43,999         45,226         45,454         45,268         44,930         44,311  
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 

 

Figure 3: Change in earnings estimates 

Y/E, Mar (Rs m) 
FY23F FY24F 

New Old % change New Old % change 

US$ revenue 6,828 6,897 -1.0 7,645 7,728 -1.1 

Revenue 5,32,371 5,24,202 1.6 6,03,986 5,95,056 1.5 

EBIT 66,639 71,816 -7.2 79,787 82,713 -3.5 

EBIT Margin (%) 12.5 13.7  (118) bp 13.2 13.9  (69) bp 

Net PAT 55,043 60,399 -8.9 65,631 69,780 -5.9 

EPS (Rs) 62.2 68.2 -8.9 74.1 78.8 -5.9 
 

SOURCE: INCRED RESEARCH, COMPANY REPORTS 
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Figure 4: One-year forward P/E multiple at ~15x 

 
SOURCE: INCRED RESEARCH, BLOOMBERG 

Figure 5: One-year forward EV/EBITDA multiple at ~10x 

 
SOURCE: INCRED RESEARCH, BLOOMBERG 
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BY THE NUMBERS 
 

 

  
 

Profit & Loss   

(Rs mn)     Mar-20A Mar-21A Mar-22A Mar-23F Mar-24F 

Total Net Revenues 368,677 378,551 446,460 532,371 603,986 

Gross Profit 108,934 119,996 136,741 153,906 178,840 

Operating EBITDA 57,261 68,471 80,201 86,808 102,738 

Depreciation And Amortisation (14,458) (14,577) (15,204) (20,168) (22,951) 

Operating EBIT 42,803 53,894 64,997 66,639 79,787 

Financial Income/(Expense) 856 147 3,855 5,811 6,731 

Pretax Income/(Loss) from Assoc.      

Non-Operating Income/(Expense) 9,149 5,984 5,642 2,124 2,416 

Profit Before Tax (pre-EI) 52,808 60,025 74,494 74,574 88,934 

Exceptional Items      

Pre-tax Profit 52,808 60,025 74,494 74,574 88,934 

Taxation (11,604) (15,999) (18,220) (18,908) (22,678) 

Exceptional Income - post-tax (2,175) (507)    

Profit After Tax 39,029 43,519 56,274 55,667 66,255 

Minority Interests 1,301 762 (612) (624) (624) 

Preferred Dividends      

FX Gain/(Loss) - post tax      

Other Adjustments - post-tax      

Net Profit 40,330 44,281 55,662 55,043 65,631 

Recurring Net Profit 42,505 44,788 55,662 55,043 65,631 

Fully Diluted Recurring Net Profit 42,505 44,788 55,662 55,043 65,631 
 

 

Cash Flow   

(Rs mn)      Mar-20A Mar-21A Mar-22A Mar-23F Mar-24F 

EBITDA 57,261 68,471 80,201 86,808 102,738 

Cash Flow from Invt. & Assoc.      

Change In Working Capital (5,218) 15,635 (14,343) (17,877) (12,950) 

(Incr)/Decr in Total Provisions      

Other Non-Cash (Income)/Expense 8,588 12,718 11,758 1,248 1,248 

Other Operating Cashflow      

Net Interest (Paid)/Received (1,919) (1,740) (1,626) (1,612) (1,725) 

Tax Paid (15,131) (14,146) (23,137) (18,908) (22,678) 

Cashflow From Operations 43,581 80,938 52,853 49,658 66,634 

Capex (8,446) (6,660) (9,584) (9,000) (9,000) 

Disposals Of FAs/subsidiaries      

Acq. Of Subsidiaries/investments      

Other Investing Cashflow 18,732 (47,841) 14,399 9,547 10,872 

Cash Flow From Investing 10,286 (54,501) 4,815 547 1,872 

Debt Raised/(repaid)      

Proceeds From Issue Of Shares      

Shares Repurchased (17,879)     

Dividends Paid (24,917) (17,594) (39,808) (41,282) (49,224) 

Preferred Dividends      

Other Financing Cashflow (1,859) (12,275) (6,858) (1,612) (1,725) 

Cash Flow From Financing (44,655) (29,869) (46,666) (42,894) (50,948) 

Total Cash Generated 9,212 (3,432) 11,002 7,311 17,557 

Free Cashflow To Equity 35,135 74,278 43,269 40,658 57,634 

Free Cashflow To Firm 55,786 28,177 59,294 51,817 70,230 
 

SOURCES: INCRED RESEARCH, COMPANY REPORTS 
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BY THE NUMBERS…cont’d 
 

 

Balance Sheet   

(Rs mn)    Mar-20A Mar-21A Mar-22A Mar-23F Mar-24F 

Total Cash And Equivalents 87,606 124,971 84,104 98,966 116,376 

Total Debtors 108,009 90,317 119,334 138,562 157,202 

Inventories 358 242 405 405 405 

Total Other Current Assets 35,750 37,069 40,714 40,714 40,714 

Total Current Assets 231,723 252,599 244,557 278,648 314,697 

Fixed Assets 38,840 35,887 37,837 18,867 4,915 

Total Investments 8,167 11,418 10,153 10,153 10,153 

Intangible Assets 48,937 54,590 110,844 110,844 110,844 

Total Other Non-Current Assets 45,868 42,286 45,307 45,307 45,307 

Total Non-current Assets 141,812 144,181 204,141 185,171 171,219 

Short-term Debt 22,495 14,960 14,397 14,397 14,397 

Current Portion of Long-Term Debt      

Total Creditors 32,566 27,850 40,947 42,298 47,988 

Other Current Liabilities 66,500 72,269 82,008 82,008 82,008 

Total Current Liabilities 121,561 115,079 137,352 138,703 144,393 

Total Long-term Debt 1,787 1,658 1,420 1,420 1,420 

Hybrid Debt - Debt Component      

Total Other Non-Current Liabilities 28,123 27,598 36,124 36,124 36,124 

Total Non-current Liabilities 29,910 29,256 37,544 37,544 37,544 

Total Provisions      

Total Liabilities 151,471 144,335 174,896 176,247 181,937 

Shareholders Equity 218,131 248,650 268,857 282,618 299,026 

Minority Interests 3,933 3,795 4,954 4,954 4,954 

Total Equity 222,064 252,445 273,811 287,572 303,980 
 

 

Key Ratios   

  Mar-20A Mar-21A Mar-22A Mar-23F Mar-24F 

Revenue Growth 6.1% 2.7% 17.9% 19.2% 13.5% 

Operating EBITDA Growth (9.6%) 19.6% 17.1% 8.2% 18.4% 

Operating EBITDA Margin 15.5% 18.1% 18.0% 16.3% 17.0% 

Net Cash Per Share (Rs) 62.72 113.81 68.99 85.78 105.44 

BVPS (Rs) 249.71 282.21 303.66 319.18 337.71 

Gross Interest Cover 22.30 30.97 39.97 41.34 46.26 

Effective Tax Rate 22.0% 26.7% 24.5% 25.4% 25.5% 

Net Dividend Payout Ratio 30.8% 87.8% 71.1% 75.0% 75.0% 

Accounts Receivables Days 100.10 95.61 85.70 88.41 89.37 

Inventory Days 0.78 0.42 0.38 0.39 0.35 

Accounts Payables Days 40.37 42.64 40.54 40.14 38.76 

ROIC (%) 26.3% 22.1% 30.6% 21.5% 25.8% 

ROCE (%) 14.0% 14.9% 17.1% 16.4% 18.6% 

Return On Average Assets 11.5% 11.4% 12.6% 11.2% 12.9% 
 

SOURCES: INCRED RESEARCH, COMPANY REPORTS 
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Investors are advised to make their own independent evaluation of the information contained in this report, consider their own individual investment 
objectives, financial situation and particular needs and consult their own professional and financial advisers as to the legal, business, financial, tax and 
other aspects before participating in any transaction in respect of the securities of company(ies) covered in this report. The securities of such 
company(ies) may not be eligible for sale in all jurisdictions or to all categories of investors. 

The report is not a “prospectus” as defined under Indian Law, including the Companies Act, 2013, and is not, and shall not be, approved by, or filed or 
registered with, any Indian regulator, including any Registrar of Companies in India, SEBI, any Indian stock exchange, or the Reserve Bank of India. 
No offer, or invitation to offer, or solicitation of subscription with respect to any such securities listed or proposed to be listed in India is being made, or 
intended to be made, to the public, or to any member or section of the public in India, through or pursuant to this report 

Restrictions on Distributions  

Australia: Despite anything in this report to the contrary, this research is prepared for and provided in Australia by CGS-CIMB Securities (Singapore) 
Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited. This research is only available in Australia to persons who are “wholesale clients” (within 
the meaning of the Corporations Act 2001 (Cth) and is supplied solely for the use of such wholesale clients and shall not be distributed or passed on 
to any other person. You represent and warrant that if you are in Australia, you are a “wholesale client”. This research is of a general nature only and 
has been prepared without taking into account the objectives, financial situation or needs of the individual recipient. CGS-CIMB Securities (Singapore) 
Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited do not hold, and are not required to hold an Australian financial services license. CGS-CIMB 
Securities (Singapore) Pte. Ltd. and CGS-CIMB Securities (Hong Kong) Limited rely on “passporting” exemptions for entities appropriately licensed 
by the Monetary Authority of Singapore (under ASIC Class Order 03/1102) and the Securities and Futures Commission in Hong Kong (under ASIC 
Class Order 03/1103). 

Canada: This report has not been prepared in accordance with the disclosure requirements of Dealer Member Rule 3400 – Research Restrictions and 
Disclosure Requirements of the Investment Industry Regulatory Organization of Canada. For any research report distributed by CIBC, further 
disclosures related to CIBC conflicts of interest can be found at https://researchcentral.cibcwm.com . 

China: For the purpose of this report, the People’s Republic of China (“PRC”) does not include the Hong Kong Special Administrative Region, the 
Macau Special Administrative Region or Taiwan. The distributor of this report has not been approved or licensed by the China Securities Regulatory 
Commission or any other relevant regulatory authority or governmental agency in the PRC. This report contains only marketing information. The 
distribution of this report is not an offer to buy or sell to any person within or outside PRC or a solicitation to any person within or outside of PRC to 
buy or sell any instruments described herein. This report is being issued outside the PRC to a limited number of institutional investors and may not be 
provided to any person other than the original recipient and may not be reproduced or used for any other purpose. 

France: Only qualified investors within the meaning of French law shall have access to this report. This report shall not be considered as an offer to 
subscribe to, or used in connection with, any offer for subscription or sale or marketing or direct or indirect distribution of financial instruments and it is 
not intended as a solicitation for the purchase of any financial instrument. 

Germany: This report is only directed at persons who are professional investors as defined in sec 31a(2) of the German Securities Trading Act 
(WpHG). This publication constitutes research of a non-binding nature on the market situation and the investment instruments cited here at the time 
of the publication of the information.  

The current prices/yields in this issue are based upon closing prices from Bloomberg as of the day preceding publication. Please note that neither the 
German Federal Financial Supervisory Agency (BaFin), nor any other supervisory authority exercises any control over the content of this report. 

Hong Kong: This report is prepared for and distributed in Hong Kong by CGS-CIMB Securities (Hong Kong) Limited (“CHK”) which is licensed in Hong 
Kong by the Securities and Futures Commission for Type 1 (dealing in securities) and Type 4 (advising on securities) activities. Any investors wishing 
to purchase or otherwise deal in the securities covered in this report should contact the Head of Sales at CHK. The views and opinions in this report 
are our own as of the date hereof and are subject to change. If the Financial Services and Markets Act of the United Kingdom or the rules of the 
Financial Conduct Authority apply to a recipient, our obligations owed to such recipient therein are unaffected. CHK has no obligation to update its 



 

 IT Services │ India  

 Tech Mahindra │ July 26, 2022 
 

 

 

 

10 
 

opinion or the information in this report.  
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Research Analyst (INH000000669) pursuant to the SEBI (Research Analysts) Regulations, 2014 ("Regulations"). 
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various factors, including quality, accuracy and value of research, firm profitability or revenues, client feedback and competitive factors. Research 
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This report does not take into account the particular investment objectives, financial situations, or needs of the recipients. It is not intended for and 
does not deal with prohibitions on investment due to law/jurisdiction issues etc. which may exist for certain persons/entities. Recipients should rely on 
their own investigations and take their own professional advice before investment.  

CGS-CIMB India does not have actual / beneficial ownership of 1% or more securities of the subject company in this report, at the end of the month 
immediately preceding the date of publication of this report. However, since affiliates of CGS-CIMB India are engaged in the financial services business, 
they might have in their normal course of business financial interests or actual / beneficial ownership of one per cent or more in various companies 
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CGS-CIMB India or its associates, may: (a) from time to time, have long or short position in, and buy or sell the securities of the subject company in 
this report; or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker 
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CGS-CIMB India and associates have not received any compensation for investment banking, merchant banking or brokerage services from the 
subject company mentioned in the report in the past 12 months. 

CGS-CIMB India and associates have not managed or co-managed public offering of securities for the subject company mentioned in the report in the 
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Indonesia: This report is prepared for and distributed in Indonesia by PT CGS-CIMB Sekuritas Indonesia (“CGS-CIMB Indonesia”). The views and 
opinions in this report is prepared from data believed to be correct and reliable at the time of issue of this report and are subject to change. CGS-CIMB 
Indonesia has no obligation to update the opinion or the information in this report. This report is for private circulation only to clients of CGS-CIMB 
Indonesia. Neither this report nor any copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to 
Indonesian residents except in compliance with applicable Indonesian capital market laws and regulations. 

This report is not an offer of securities in Indonesia. The securities referred to in this report have not been registered with the Financial Services 
Authority (Otoritas Jasa Keuangan) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the 
Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the meaning of the 
Indonesian capital market law and regulations. 

Ireland: CGS-CIMB is not an investment firm authorised in the Republic of Ireland and no part of this document should be construed as CGS-CIMB 
acting as, or otherwise claiming or representing to be, an investment firm authorised in the Republic of Ireland. 

Malaysia: This report is distributed in Malaysia by CGS-CIMB Securities Sdn. Bhd. (“CGS-CIMB Malaysia”) solely for the benefit of and for the 
exclusive use of our clients. Recipients of this report are to contact CGS-CIMB Malaysia, at Level 29, Menara Bumiputra-Commerce, No. 11, Jalan 
Raja Laut, 50350 Kuala Lumpur, Malaysia, in respect of any matters arising from or in connection with this report. CGS-CIMB Malaysia has no 
obligation to update, revise or reaffirm its opinion or the information in this research report after the date of this report. CGS-CIMB Malaysia may act 
or acts as a market maker in the capital market products of the following companies: (Malaysia’s Market Maker List - Click here)  

New Zealand: In New Zealand, this report is for distribution only to persons who are wholesale clients pursuant to section 5C of the Financial Advisers 
Act 2008. 

Singapore: This report is prepared for and distributed in Singapore by CGS-CIMB Securities (Singapore) Pte Ltd (“CGS-CIMB Singapore”). CGS-
CIMB Singapore is a capital markets services licensee under the Securities and Futures Act (Chapter 289). Accordingly, it is exempted from the 
requirement to hold a financial adviser’s licence under the Financial Advisers Act, Cap 110 (“FAA”) for advising on investment products, by issuing or 
promulgating research analyses or reports, whether in electronic, print or other form. CGS-CIMB Singapore is subject to the applicable rules under the 
FAA unless it is able to avail itself to any prescribed exemptions. 

Recipients of this report are to contact CGS-CIMB Singapore, 10 Marina Boulevard, Marina Bay Financial Centre Tower 2, #09-01, Singapore 018983 
in respect of any matters arising from, or in connection with this report. CGS-CIMB Singapore has no obligation to update the opinion or the information 
in this report. This publication is strictly confidential and is for private circulation only. If you have not been sent this report by CGS-CIMB Singapore 
directly, you may not rely, use or disclose to anyone else this report or its contents. 

If the recipient of this report is not an accredited investor, expert investor or institutional investor, CGS-CIMB Singapore accepts legal responsibility for 
the contents of the report without any disclaimer limiting or otherwise curtailing such legal responsibility. If the recipient is an accredited investor, expert 
investor or institutional investor, the recipient is deemed to acknowledge that CGS-CIMB Singapore is exempt from certain requirements under the 
FAA and its attendant regulations, and as such, is exempt from complying with the following: 

(a)  Section 25 of the FAA (obligation to disclose product information); 

(b)  Section 27 of the FAA (duty not to make recommendation with respect to any investment product without having a reasonable basis where you 

https://cgs-cimb.my.salesforce.com/sfc/p/#0o000001R0lq/a/0o000001VR1G/EGuppLIVrQIYByUFpZxonwvTdXppk9F4ylvcynAG1do
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may be reasonably expected to rely on the recommendation); 

(c)  MAS Notice on Information to Clients and Product Information Disclosure [Notice No. FAA-N03]; 

(d)  MAS Notice on Recommendation on Investment Products [Notice No. FAA-N16]; 

(e)  Section 36 of the FAA (obligation on disclosure of interest in specified products); and 

(f)  any other laws, regulations, notices, directive, guidelines, circulars and practice notes which relates to the above, to the extent permitted by 
applicable laws, as may be amended from time to time, and any other laws, regulations, notices, directive, guidelines, circulars, and practice notes as 
we may notify you from time to time. In addition, the recipient who is an accredited investor, expert investor or institutional investor acknowledges that 
as CGS-CIMB Singapore is exempt from Section 27 of the FAA, the recipient will also not be able to file a civil claim against CGS-CIMB Singapore for 
any loss or damage arising from the recipient’s reliance on any recommendation made by CGS-CIMB Singapore which would otherwise be a right that 
is available to the recipient under Section 27 of the FAA. 

CGS-CIMB Singapore, its affiliates and related corporations, their directors, associates, connected parties and/or employees may own or have 
positions in specified products of the company(ies) covered in this report or any specified products related thereto and may from time to time add to 
or dispose of, or may be materially interested in, any such specified products. Further, CGS-CIMB Singapore, its affiliates and its related corporations 
do and seek to do business with the company(ies) covered in this report and may from time to time act as market maker or have assumed an 
underwriting commitment in specified products of such company(ies), may sell them to or buy them from customers on a principal basis and may also 
perform or seek to perform significant investment banking, advisory, underwriting or placement services for or relating to such company(ies) as well 
as solicit such investment, advisory or other services from any entity mentioned in this report.  

As of CGS-CIMB Singapore does not have a proprietary position in the recommended specified products in this report. 

CGS-CIMB Singapore makes a market on the specified products. 

CGS-CIMB Singapore does not make a market on other specified products mentioned in the report. 

South Korea: This report is prepared for and distributed in South Korea by CGS-CIMB Securities (Hong Kong) Limited, Korea Branch (“CGS-CIMB 
Korea”) which is licensed as a cash equity broker, and regulated by the Financial Services Commission and Financial Supervisory Service of Korea. 
In South Korea, this report is for distribution only to professional investors under Article 9(5) of the Financial Investment Services and Capital Market 
Act of Korea (“FSCMA”).  

Spain: This document is a research report and it is addressed to institutional investors only. The research report is of a general nature and not 
personalised and does not constitute investment advice so, as the case may be, the recipient must seek proper advice before adopting any investment 
decision. This document does not constitute a public offering of securities.  

CGS-CIMB is not registered with the Spanish Comision Nacional del Mercado de Valores to provide investment services. 

Sweden: This report contains only marketing information and has not been approved by the Swedish Financial Supervisory Authority. The distribution 
of this report is not an offer to sell to any person in Sweden or a solicitation to any person in Sweden to buy any instruments described herein and may 
not be forwarded to the public in Sweden. 

Switzerland: This report has not been prepared in accordance with the recognized self-regulatory minimal standards for research reports of banks 
issued by the Swiss Bankers’ Association (Directives on the Independence of Financial Research). 

Thailand: This report is issued and distributed by CGS-CIMB Securities (Thailand) Co. Ltd. (“CGS-CIMB Thailand”) based upon sources believed to 
be reliable (but their accuracy, completeness or correctness is not guaranteed). The statements or expressions of opinion herein were arrived at after 
due and careful consideration for use as information for investment. Such opinions are subject to change without notice and CGS-CIMB Thailand has 
no obligation to update its opinion or the information in this research report. 

Corporate Governance Report: (Thai CGR and Anti-Corruption of Thai Listed Companies - Click Here) 

The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy 
of the Office of the Securities and Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock 
Exchange of Thailand and the Market for Alternative Investment disclosed to the public and able to be accessed by a general public investor. The 
result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside information. 

The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey result may be 
changed after that date. CGS-CIMB Thailand does not confirm nor certify the accuracy of such survey result. 

 
 

Score Range: 90 - 100 80 – 89 70 - 79 Below 70 No Survey Result 

Description: Excellent Very Good Good N/A N/A 

 

United Arab Emirates: The distributor of this report has not been approved or licensed by the UAE Central Bank or any other relevant licensing 
authorities or governmental agencies in the United Arab Emirates. This report is strictly private and confidential and has not been reviewed by, 
deposited or registered with UAE Central Bank or any other licensing authority or governmental agencies in the United Arab Emirates. This report is 
being issued outside the United Arab Emirates to a limited number of institutional investors and must not be provided to any person other than the 
original recipient and may not be reproduced or used for any other purpose. Further, the information contained in this report is not intended to lead to 
the sale of investments under any subscription agreement or the conclusion of any other contract of whatsoever nature within the territory of the United 
Arab Emirates.  

United Kingdom and European Economic Area (EEA): In the United Kingdom and European Economic Area, this material is prepared for and being 
distributed by CGS-CIMB Securities (UK) Limited (“CGS-CIMB UK”). CGS-CIMB UK is authorized and regulated by the Financial Conduct Authority 
and its registered office is at 27 Knightsbridge, London, SW1X7YB. The material distributed by CGS-CIMB UK has been prepared in accordance with 
CGS-CIMB’s policies for managing conflicts of interest arising as a result of publication and distribution of this material. This material is for distribution 
only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional clients of CGS-
CIMB UK; (b) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 

https://cgs-cimb.my.salesforce.com/sfc/p/#0o000001R0lq/a/0o000001VQbD/pWEfTWEVLyr6lOuRp_QTby300FRhrpwPw3_B1UGB1zo
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2000 (Financial Promotion) Order 2005 (as amended, the “Order”), (c)  fall within Article 49(2)(a) to (d) (“high net worth companies, unincorporated 
associations etc”) of the Order; (d) are outside the United Kingdom subject to relevant regulation in each jurisdiction, material(all such persons together 
being referred to as “relevant persons”). This material is directed only at relevant persons and must not be acted on or relied on by persons who are 
not relevant persons. Any investment or investment activity to which this material relates is available only to relevant persons and will be engaged in 
only with relevant persons. 

This material is categorised as non-independent for the purposes of CGS-CIMB UK and therefore does not provide an impartial or objective 
assessment of the subject matter and does not constitute independent research. Consequently, this material has not been prepared in accordance 
with legal requirements designed to promote the independence of research and will not be subject to any prohibition on dealing ahead of the 
dissemination of research. Therefore, this material is considered a marketing communication.  

United States: This report is prepared for and distributed in the United States of America by CGS-CIMB Securities (USA) Inc, a U.S. registered broker-
dealer and an affiliate of CGS-CIMB Securities Sdn. Bhd., CGS-CIMB Securities (Singapore) Pte Ltd, PT CGS-CIMB Sekuritas Indonesia, CGS-CIMB 
Securities (Thailand) Co. Ltd, CGS-CIMB Securities (Hong Kong) Limited and CGS-CIMB Securities (India) Private Limited, and is distributed solely 
to persons who qualify as “U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934. This communication 
is only for Institutional Investors whose ordinary business activities involve investing in shares, bonds, and associated securities and/or derivative 
securities and who have professional experience in such investments. Any person who is not a U.S. Institutional Investor or Major Institutional Investor 
must not rely on this communication. The delivery of this report to any person in the United States of America is not a recommendation to effect any 
transactions in the securities discussed herein, or an endorsement of any opinion expressed herein. CGS-CIMB Securities (USA) Inc, is a FINRA/SIPC 
member and takes responsibility for the content of this report. For further information or to place an order in any of the above-mentioned securities 
please contact a registered representative of CGS-CIMB Securities (USA) Inc. 

CGS-CIMB Securities (USA) Inc. has managed or co-managed a public offering of securities in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has not managed or co-managed a public offering of any of the securities mentioned in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has received compensation for investment banking services in the past 12 months. 

CGS-CIMB Securities (USA) Inc. has not received compensation for investment banking services from any of the company mentioned in the past 12 
months. 

CGS-CIMB Securities (USA) Inc. expects to receive or intend to seek compensation for investment banking services within the next 3 months. 

CGS-CIMB Securities (USA) Inc. neither expects to receive nor intends to seek compensation for investment banking services from any of the company 
mentioned within the next 3 months. 

As of the end of the month immediately preceding the date of publication of this report, CGS-CIMB Securities (USA) Inc. beneficially owns 1% or more 
of any class of common equity securities. 

United States Third-Party Disclaimer: If this report is distributed in the United States of America by Raymond James & Associates, Inc (“RJA”), this 
report is third-party research prepared for and distributed in the United States of America by RJA pursuant to an arrangement between RJA and CGS-
CIMB Securities International Pte. Ltd. (“CGS-CIMB”). CGS-CIMB is not an affiliate of RJA. This report is distributed solely to persons who qualify as 
“U.S. Institutional Investors” or as “Major U.S. Institutional Investors” as defined in Rule 15a-6 under the Securities and Exchange Act of 1934, as 
amended. This communication is only for U.S. Institutional Investors or Major U.S. Institutional Investor whose ordinary business activities involve 
investing in shares, bonds, and associated securities and/or derivative securities and who have professional experience in such investments. Any 
person who is not a U.S. Institutional Investor or Major U.S. Institutional Investor must not rely on this communication. The delivery of this report to 
any person in the U.S. is not a recommendation to effect any transactions in the securities discussed herein, or an endorsement of any opinion 
expressed herein. If you are receiving this report in the U.S from RJA, a FINRA/SIPC member, it takes responsibility for the content of this report. For 
further information or to place an order in any of the above-mentioned securities please contact a registered representative of CGS-CIMB Securities 
(USA) Inc. or RJA. https://raymondjames.com/InternationalEquityDisclosures  

Other jurisdictions: In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is only for distribution to professional, 
institutional, or sophisticated investors as defined in the laws and regulations of such jurisdictions.  

Recommendation Framework 

Stock Ratings Definition: 

 Add The stock’s total return is expected to exceed 10% over the next 12 months. 

 Hold The stock’s total return is expected to be between 0% and positive 10% over the next 12 months. 

 Reduce The stock’s total return is expected to fall below 0% or more over the next 12 months. 

The total expected return of a stock is defined as the sum of the: (i) percentage difference between the target price and the current price and (ii) the forward net 
dividend yields of the stock.  Stock price targets have an investment horizon of 12 months.  

  

Sector Ratings Definition: 

 Overweight An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a positive absolute recommendation. 

 Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation. 

 Underweight An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a negative absolute recommendation. 

  

Country Ratings Definition: 

 Overweight An Overweight rating means investors should be positioned with an above-market weight in this country relative to benchmark. 

 Neutral A Neutral rating means investors should be positioned with a neutral weight in this country relative to benchmark. 

 Underweight An Underweight rating means investors should be positioned with a below-market weight in this country relative to benchmark. 
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