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Navigating headwinds

Demand uncertainties from 2HCY24 have trickled into CY2025E budgets,
implying continued weakness in FY2026E. The demand pipeline has built up
well at most ERD service providers with exposure to the automotive vertical.
However, deferral of decision-making by German OEMs has impacted
conversion. Demand outlook at other manufacturing-focused industries is
also yet to improve. We bake in a moderate demand outlook, leading to cuts to
earnings estimates across companies. We retain our cautious view owing to
slowing macro and weak demand outlook despite a ~14-40% decline in stock
prices over the past three months. We upgrade LTTS to REDUCE (from SELL).

Healthy pipeline build-up but conversion stuck in a limbo

Automobile OEMs are realigning their investments to meet evolving demand
patterns. While new platform development-related spends remain relatively
resilient, OEMs are at a crossroads to either double down on electrification
initiatives or channel investments toward alternate powertrains (hybrid/ICE).
Auto OEMs realize the need to invest in new technologies to ensure business
relevance. The pipeline has built up to record levels across most Indian and
European players, as more RFQs are floated by clients. The uncertainty around
the medium-term strategy has impacted decision-making and as a
consequence, conversion into the order book. The impact has been more severe
for German OEMs and has percolated down to the spending outlook by these
clients. Further, reprioritization has also led to some uncertainty in deal ramp-
ups. We believe spending would remain weak in THCY25, but the recovery is
likely to be gradual, resulting in a weak growth outlook for the year.

Increased competitive intensity for large deals could pressure pricing

Overall auto OEM R&D spend growth would likely be modest in CY2025E.
Further, auto OEMs have indicated a higher focus on increasing the efficiency
of R&D investments and a shift to low-cost countries from nearshore locations.
Select ESPs with strong capabilities in embedded engineering and offshore
presence would benefit from large deal wins. The competition would be fierce
given a modest increase in spending and a focus on spend efficiency by clients.
These factors could impact pricing in new contracts.

Cut estimates across companies on weak demand outlook

We moderate our revenue growth estimates by ~1-2% for KPIT over FY2026-27E
on a delayed pipeline conversion. We expect 16.5% yoy c/c revenue growth in
FY2026E. TELX and TTL have higher exposure to JLR and a pullback in spending
and the limited scale of relationships beyond the top client drive a 3% and 6% cut
to our revenue growth estimates for FY2026E. We lower our EBIT margin
estimates by 30-140 bps across KPIT, TELX and TTL over FY2026-27E, leading
to a ~4-13% downward revision to our earnings estimates and ~5-21% lower FVs.
Our estimates for Cyient (DET) remain unchanged, but we lower the target PE
multiple to 17X (from 20X) for the DET segment due to limited ability to benefit
from the upcycle in spending given portfolio challenges. We make minor tweaks
to LTTS growth and margin estimates and keep FV unchanged at Rs4,750,
valuing the company at 28X FY2027E EPS. We upgrade LTTS to REDUCE.
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Delayed decision making has led to pile up of RFQs
from German OEMs

Comparison of RFQ floated and open RFQ across
German automotive sector, Jan 24 - Jan 25 (EUR bn)
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LTTS is reasonably positioned with presence across industries and healthy large deal wins

LTTS has many leadership attributes such as—(1) a comprehensive range of service offerings to address
the product life cycle journey of clients, (2) multi-vertical industry expertise—diversification helps in
absorbing shocks in one segment and (3) longstanding quality customer base. The company’s recent
investments to strengthen large deals capabilities have shown some early signs of promise. The
company announced US$200 mn large deal TCV across eight large deals in 3QFY25. It has followed it
up with a US$80 mn TCV deal in the industrial products segment, setting it up for another strong show
on order bookings and some improvement in organic revenue growth in FY2026E.

The company has strong presence in the plant engineering segment with multiple large deal wins over
the past few quarters, aiding in a robust performance. However, we believe some of the benefit would
be offset by weakness in auto and ramp-down in a few engagements. We expect 11.3% organic c/c
revenue growth in FY2026E.

EBIT margin has been impacted due to (1) dilution from SWC, (2) amortization of acquisition-related
intangibles and (3) upfront investments in GTM and a few digital engineering capabilities. LTTS is already
running a tight SG&A cost structure, limiting ability to stretch margins. We believe margin recovery would
be quite gradual over the next 6-8 quarters. We expect EBIT margin to remain in 15.5-16% range over
FY2026-27E.

The stock currently trades at 32X FY2026E EPS, similar to its 5-year average valuation. We upgrade LTTS
to REDUCE with an unchanged FV of Rs4,750.

We make moderate cuts to revenue growth estimates for KPIT and LTTS; sharper cuts to TELX and TTL owing to top client exposure

I Exhibit 1: Revision to revenue growth estimates for pure-play ERD services companies under coverage, March fiscal year-ends, 2025-27E

Revenue (US$ mn) USS$ revenue growth (%) C/C revenue growth (%) Organic c/c revenue growth (%)

FY2025E FY2026E FY2027E FY2025E FY2026E FY2027E FY2025E FY2026E FY2027E FY2025E FY2026E FY2027E
Cyient (DET)
New 691 721 772 (3.2 43 7.1 (2.7) 4.7 7.1 (2.8) 4.5 7.1
old 691 721 772 (3.2) 4.3 7.1 (2.7) 47 7.1 (2.8) 45 7.1
Change (%) - - -
KPIT
New 694 803 931 18.2 15.7 16.0 19.5 18.2 16.0 19.5 18.2 16.0
Old 696 816 953 18.5 17.4 16.7 19.5 18.2 16.7 19.5 18.2 16.7
Change (%) 0.2) (1.6) (2.3)
LTTS
New 1,266 1,471 1,622 8.8 16.2 10.2 9.8 17.2 10.2 7.8 11.3 10.2
Old 1,266 1,483 1,643 8.8 17.1 10.8 9.8 18.1 10.8 7.8 122 10.8
Change (%) - (0.8) (1.3)
Tata Elxsi
New 446 476 542 3.9 6.8 13.8 5.0 1.7 13.8 5.0 11.7 13.8
Old 447 489 558 4.2 9.5 14.0 5.0 1.7 14.0 5.0 11.7 14.0
Change (%) 0.2) (2.7) (2.9)
Tata Technologies
New 621 645 709 0.4 39 9.9 0.1) 3.9 9.9 0.1) 3.9 9.9
Old 623 686 780 0.8 10.2 13.6 0.3 10.2 13.6 0.3 10.2 13.6
Change (%) 0.3) (6.0) 9.1)
Notes:

(a) Implied P/E target multiples based on DCF valuation for KPIT, TELX and TTL.
(b) Cyient - consolidated EPS; Target P/E multiple for Cyient (DET).

Source: Kotak Institutional Equities estimates
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Our FV is down ~5-19% across KPIT, TELX, TTL and Cyient (DET)

Exhibit 2: Revision to EBIT margins, EPS, target multiples and Fair Values for pure-play ERD services companies under coverage, March
fiscal year-ends, 2025-27E

EBIT margin (%) EPS (Rs/ share) FV Target muliple (P/E)
FY2025E FY2026E FY2027E FY2025E FY2026E FY2027E  (Rs/ share) (X)
Cyient (DET)
New 13.6 14.7 15.2 56.4 72.3 82.4 1,300 17
Old 136 147 15.2 56.4 72.3 82.4 1,600 20
Change (%) - - - (18.8)
KPIT
New 174 18.3 19.1 28.0 33.8 42.0 1,170 28
old 17.4 18.7 19.4 28.1 35.0 43.7 1,225 28
Change (%) (0.4) (3.5) (4.0) (4.5)
LTTS
New 154 154 158 1221 145.6 170.1 4,750 28
Old 15.5 15.5 159 122.6 146.5 170.1 4,750 28
Change (%) (0.4) (0.7) 0.0 -
Tata Elxsi
New 247 24.8 257 127.8 136.0 163.0 5,100 31
Old 25.0 26.2 27.0 129.1 1447 1719 5,400 31
Change (%) (1.0) (6.0) (5.1) (5.6)
Tata Technologies
New 15.8 16.3 16.9 16.6 19.2 22.5 550 25
old 159 17.1 17.8 16.7 21.2 25.7 700 27
Change (%) (0.5) (9.6) (12.6) (21.4)
Notes:
(a) Implied P/E target multiples based on DCF valuation for KPIT, TELX and TTL.
(b) Cyient - consolidated EPS; Target P/E multiple for Cyient (DET).
Source: Kotak Institutional Equities estimates
I Exhibit 3: Cyient-1-year forward PE, Apr 2010 - Mar 2025 (X)
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I Exhibit 4: KPIT-1-year forward PE, May 2019 - Mar 2025 (X)
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I Exhibit 5: LTTS-1-year forward PE, Feb 2017 - Mar 2025 (X)
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I Exhibit 6: TELX-1-year forward PE, Aug 2013 - Mar 2025 (X)
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I Exhibit 7: TTL-1-year forward PE, Nov 2023 - Mar 2025 (X)
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I Exhibit 8: Cyient (DET) segment income statement, March fiscal year ends, 2021-28E(Rs mn)

Revenue (USS$S mn)

USS/Rs

Revenue

Employee costs

Other expenses

EBITDA

Depreciation and amortization
EBIT

Other Income

Finance costs

Profit before tax

Provision for Tax

Profit before minority interest
Minority Interest and associate income
Profit before extraordinaries
Extraordinaries (net of tax)
Net profit - Reported

Key metrics

EBITDA margin (%)

EBIT margin (%)

PBT margin (%)

Net profit margin (%)

Growth Rates (%)

USS$ revenues

Revenues

EBITDA

EBIT

PBT

Adjusted Net profit

Net profit - Reported

Source: Company, Kotak Institutional Equities estimates

2021
461

74.3
34,251
(21,142)
(7,125)
5,515
(1,759)
3,755
1,166
(481)
4,440
(1,095)
3,345
3,345
(76)
3,269

16.1
11.0
13.0

9.5

(16.3)
(12.2)
(5.9)
(8.1)
(7.9)
(5-3)
(4.6)

2022
504

74.5
37,532
(22,148)

(7,396)
7,471
(1,730)
5,741
1,121
(434)
6,428
(1,652)
4,777

4,777

4,777

19.9
15.3
171
12.7

9.2

9.6
35.5
52.9
44.8
42.8
46.1

2023
632

80.6
50,950
(29,613)
(12,166)

9,171
(2,198)
6,973
751
(747)
6,977
(1,724)
5253
5,253
(506)
4,747

18.0
13.7
13.7

9.3

25.6
35.8
22.7
21.5
85
10.0

(0.6)

2024
714

82.8
59,113
(33,946)
(13,207)
11,960
(2,415)
9,545
382
(915)
9,011
(2,104)
6,008
(10)
6,898
(519)
6,379

20.2
16.1
15.2
10.8

12.9
16.0
30.4
36.9
29.2
31.3
34.4

2025E
691

84.6
58,502
(35,274)
(12,919)
10,309
(2,325)
7,984
555
(564)
7,975
(1,959)
6,015
2
6,017

6,017

17.6
13.6
13.6
10.3

(3.2)
(1.0)
(13.8)
(16.4)
(11.5)
(12.8)
(5.7)

2026E
721
87.6
63,190
(37,545)
(13,907)
11,739
(2,438)
9,300
764
(586)
9,479
(2,370)
7,109

7,109

7,109

18.6
14.7
15.0
11.3

43

8.0
13.9
16.5
18.9
18.2
18.2

2027E
772

89.5
69,089
(41,185)
(14,688)
13,215
(2,727)

10,488
854
(657)
10,684
(2,725)
7,960

7,960

7,960

19.1
15.2
15.5
11.5

71

9.3
12.6
12.8
12.7
12.0
12.0

2028E
832
91.0
75,730
(45,173)
(15,886)
14,671
(3,086)
11,585
931
(670)
11,845
(3,021)
8,825

8,825

8,825

19.4
153
15.6
11.7

7.8

9.6
11.0
10.5
10.9
10.9
10.9
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I Exhibit 9: Condensed consolidated financials for Cyient, March fiscal year-ends, 2021-28E (Rs mn)

Profit model

Revenue

Employee costs

Other expenses

EBITDA

Depreciation and amortization
EBIT

Other income, net

Pretax profits

Tax expense

Minority interest and exceptional items
Profit after tax

Dil. EPS (Rs)

Balance sheet

Total equity

Borrowings

Lease liabilities

Provisions

Other non-current liabilities
Other current liabilities
Total liabilities and equity
Cash and bank

Fixed assets

Intangible assets including goodwill
Receivables

Investments

Other assets

Total assets

Cashflow statement
Operating cash flow, excl. wc
Working capital changes
Cash taxes paid

Capital expenditure
Acquisitions

Other income

Free cash flow

Key ratios and assumptions
Revenue growth (%)
EBITDA margin (%)

EBIT margin (%)

ROAE (%)

ROACE (%)

2021

41,325
(21,611)
(13,606)
6,108
(1,944)
4,164
685
4,849
(1,133)
(76)
3,640
33.1

29,541
3,184
2,590
1,672

579
7,362

44,928

14,650
7,294
7,191
8,026

344
7,423
44,928

7,164
2,686
(1,292)
(985)

(721)
64
7,637

6.7)
14.8
10.1
13.2
9.9

Source: Company, Kotak Institutional Equities estimates

2022

45344
(22,665)
(14,462)
8,217
(1,923)
6,294
687
6,981
(1,761)
0
5,220
478

31,134
3,264
2,470
1,761
1,014
8,230

47,873

12,666
6,921
6,662
7,333
4,448
0,843

47,873

8970
(973)
(1,652)
(647)
(225)
86
5,784

9.7
18.1
13.9
17.2
13.6

2023

60,159
(30,260)
(19,658)
10,241
(2,566)
7,675
(185)
7,490
(1,838)
(506)
5,146
46.9

34,635
9,336
2,842
2,753
2,100

13,815

65,481
7,194
7278

21413

11,271
5,181

13,144

65,481

10,313
(3,485)
(1288)

(645)
(8.989)

717)
4,184

327
17.0
12.8
15.6
14.4

2024E

71473
(35,120)
(23,324)
13,029
(2,667)
10,362
(500)
9,862
(2,313)
(719)
6,830
61.6

45,569
4,626
3,350
2,939

843

12,809

70,036
9,835
7,749

21,089

12,617
4,356

14,390

70,036

12,642
(2,606)
(2.775)
(853)
(1,550)
(638)

5,770

18.8
18.2
14.5
17.0
16.1

2025E

74,750
(37,076)
(26,145)

11,529

(2,698)
8,831
(4)
8,828
(2,231)
(300)
6,296
56.4

48,588
4,526
3,426
2,939
1,224

12,729

73,432

10,505
7,289

21,768

13,107
4,356

16,407

73,432

11,903
(1,167)
(2.231)
(1,495)
(1,394)

4)
7,006

4.6
15.4
11.8
13.4
12.0

2026E

84,429
(39,669)
(30,962)
13,799
(2,797)
11,002
507
11,509
(2:817)
(625)
8,068
723

52,764
4,626
3,503
2,939
1,224

14,021

78,978

12,045
6,783

22,287

14,746
4,356

18,760

78,978

14,221
(2,672)
(2:817)
(2111)
507
7,128

129
16.3
13.0
159
141

2027E

95,638
(43,708)
(36,007)
15,923
(3117)
12,806
584
13,390
(3,338)
(858)
9,194
82.4

57,120
4,526
3,683
2,939
1,224

15,542

84,934

12,017
7,001

23,082

16,638
4,356

21,839

84,934

16,4071
(3,422)
(3.338)
(2,630)
584
7,595

133
16.6
13.4
16.7
15.2

2028E

108,473
(48,283)
(42,179)
18,011
(3,543)
14,468
267
14,735
(3757)
(718)
10,260
91.9

61,694
4,526
3,664
2,939
1,224

17,316

91,364

12,640
7,102

23,842

18,797
4,356

24,628

91,364

18,553
(3,144)
(3757)
(2,983)
267
8,935

13.4
16.6
133
17.3
15.9
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I Exhibit 10: Condensed consolidated financials for KPIT, March fiscal year-ends, 2021-28E (Rs mn)

2021 2022 2023 2024 2025E 2026E 2027E 2028E
Profit model
Revenue 20,357 24,324 33,650 48,715 58,743 70,385 83,354 97,430
Employee costs (13,415) (16,106) (21,553) (31,120) (37,1771) (44,417) (52,472) (61,734)
Other expenses (3.897) (3.832) (5,743) (7,682) (9,161) (10,707) (12,543) (14,198)
EBITDA 3,045 4,385 6,355 9,913 12,410 15,261 18,339 21,497
Depreciation and amortization (1,332) (1,196) (1,464) (1,958) (2,214) (2,349) (2,437) (2,790)
EBIT 1,714 3,189 4,891 7,955 10,197 12,912 15,902 18,707
Other income, net 11 254 53 (80) 478 121 188 429
Pretax profits 1,725 3,443 4,944 7876 10,674 13,033 16,090 19,137
Tax expense (362) (683) (1,099) (2,019) (2,841) (3,519) (4,344) (5167)
Minority interest and exceptional items 42 (18) (49) 89 443 (255) (255) (255)
Profit after tax 1,404 2,742 3,796 5,945 8,277 9,259 11,490 13,715
Dil. EPS (Rs) 5.2 10.0 14.0 21.8 30.3 33.8 42.0 50.1
Balance sheet
Total equity 12,097 13,251 16,633 21,630 27,922 34,579 42,627 52,300
Borrowings 31 26 492 447 - - - -
Lease liabilities 2,268 2,246 2,373 2,840 2,969 3,103 3,244 3,392
Provisions 433 913 893 1,284 1,284 1,284 1,284 1,284
Other non-current liabilities 281 927 3,450 2,242 2,242 2,242 2,242 2,242
Other current liabilities 4,565 5,998 10,165 13,235 15118 16,904 18,894 21,053
Total liabilities and equity 19,675 23,361 34,006 41,679 49,535 58,113 68,291 80,271
Cash and bank 7,008 8,928 5491 7,705 10,348 16,317 23,397 31,786
Fixed assets 4,591 4,444 4,795 5434 5717 5948 6,261 6,784
Intangible assets including goodwill 1,299 1,968 12,375 14,300 16,280 16,458 16,792 17,199
Receivables 3,777 4,410 7,748 9,558 11,105 13,306 15,757 18,418
Investments 1,276 1,292 642 945 2,348 2,348 2,348 2,348
Other assets 1,724 2,319 2,955 3,736 3,736 3,736 3,736 3,736
Total assets 19,675 23,361 34,006 41,679 49,535 58,112 68,291 80,271
Cashflow statement
Operating cash flow, excl. we 3,627 4,763 7382 10,518 13,232 15,358 18,334 21,632
Working capital changes 3,076 875 (1,769) 871 336 (415) (462) (501)
Cash taxes paid (327) (888) (989) (1,371) (2,841) (3,519) (4,344) (5167)
Capital expenditure (600) (686) (1,295) (1,553) (1,880) (2,217 (2,605) (3,020
Acquisition consideration and deferred payments (226) (858) (6,229) (3,286) (1,997) - - -
Other income 121 (68) 754 381 (478) (121) (188) (429)
Free cash flow 5,676 4,064 3,329 8,464 8,847 9,207 10,923 12,944
Key ratios and assumptions
Revenue growth (%) (5.6) 19.5 383 44.8 20.6 19.8 18.4 16.9
EBITDA margin (%) 15.0 18.0 189 20.3 211 217 220 221
EBIT margin (%) 8.4 131 14.5 16.3 17.4 18.3 191 19.2
ROAE (%) 12.0 21.8 257 30.6 311 29.8 29.9 29.0
ROACE (%) 10.4 16.7 19.7 243 257 259 26.5 259

Source: Company, Kotak Institutional Equities estimates
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I Exhibit 11: Condensed consolidated financials for LTTS, March fiscal year-ends, 2021-28E (Rs mn)

2021 2022 2023 2024 2025E 2026E 2027E 2028E
Profit model
Revenues 54,497 65,697 80,136 96,472 107,474 128,961 145,149 167,513
EBITDA 10,074 14,149 17,132 19,189 19,700 23,434 26,635 31,211
Depreciation (2,183) (2,144) (2,314) (2,716) (3,131) (3,531) (3,710) (3,780)
EBIT 7,891 12,005 14,818 16,473 16,569 19,903 22,925 27,431
Other income 1,128 618 1,353 1,571 1,588 1,263 1,638 1,925
Forex gain/(loss) 408 906 727 502 57 247 405 838
Finance cost (455) (437) (460) (509) (502) (517) (532) (547)
Pretax profits 8,972 13,092 16,438 18,037 17,712 20,896 24,437 29,647
Tax (2,308) (3,486) (4,697) (4,975) (4,8717) (5,642) (6,598) (8,005)
Profit after tax 6,632 9,570 11,698 13,036 12,893 15,370 17,955 21,758
Diluted earnings per share (Rs) 62.8 90.7 110.8 123.5 122.1 145.6 170.1 206.1
Balance sheet
Total equity 34,731 41,625 49,509 53,271 60,362 68,815 78,691 90,658
Minority interest 107 137 180 207 156 40 (76) (192)
Preference capital - — — — - - - -
Borrowings - - — - - - - -
Provisions 1,584 1,952 1,313 1,540 1,584 1,584 1,584 1,584
Other non-current liabilities 5,705 5,854 5,156 7,429 7,629 7,829 8,029 8,229
Other current liabilities 8,608 11,342 13,015 22,438 22,359 24,419 27,080 30,756
Total liabilities and equity 50,729 60,910 69,173 84,885 92,090 102,687 115,308 131,035
Cash and bank 2,327 6,742 6,899 13,905 9,471 14,813 22,359 30,918
Fixed assets 6,260 6,397 6,537 9,878 8,991 8,243 7,777 6,975
Intangible including goodwill 6,564 6,430 6,403 6,248 15,548 15,041 14,567 14,230
Capital work-in-progress 119 99 65 131 131 131 131 131
Receivables 14,761 19,569 20,498 28,731 30917 35,332 39,767 45,894
Investments 15,149 14,779 22,840 14,927 14,927 14,927 14,927 14,927
Other assets 5,549 6,894 5,931 11,065 12,105 14,201 15,779 17,960
Total assets 50,729 60,910 69,173 84,885 92,090 102,687 115,308 131,035
Free cash flow
Operating cash flow, excl. working capital 9,027 11,514 14,239 15,484 14,963 18,039 20,442 24,044
Working capital changes 4,245 (1,452) (1,188) (557) (3,338) (4,450) (3,353) (4,632)
Capital expenditure (756) (1,555) (1,726) (2,419) (2,304) (2,277) (2,777) (2,647)
Acquisitions (795) - - (7,978) (9,240) - - -
Other income (100) 28 591 644 1,086 746 1,106 1,379
Free cash flow 11,621 8,535 11,916 5,174 1,167 12,059 15,426 18,150
Key ratios and assumptions
Revenue growth (USS$ terms) (%) (6.3) 19.5 12.4 17.6 8.8 16.2 10.2 13.5
Re/USS rate 74.0 74.6 81.0 82.9 84.9 87.7 89.5 91.0
EBITDA margin (%) 18.5 21.5 21.4 19.9 18.3 18.2 18.4 18.6
EBIT margin (%) 14.5 18.3 18.5 171 15.4 15.4 15.8 16.4
RoOAE 21.2 25.0 25.6 253 226 23.8 24.4 25.7
ROACE 21.3 27.2 28.9 28.5 257 27.5 28.1 29.6

Source: Company, Kotak Institutional Equities estimates
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I Exhibit 12: Condensed consolidated financials for TELX, March fiscal year-ends, 2021-28E (Rs mn)

2021 2022 2023 2024 2025E 2026E 2027E 2028E
Profit model
Revenue 18,262 24,708 31,447 35,521 37,758 41,718 48,467 57,870
Employee costs (10,245) (12,881) (15,978) (19,119) (20,441) (22,421) (26,109) (31,156)
Other expenses (2,792) (4,170) (5,845) (5,936) (6,894) (7,763) (8,591) (10,278)
EBITDA 5,224 7,657 9,624 10,466 10,423 11,534 13,767 16,436
Depreciation and amortization (444) (553) (814) (994) (1,083) (1,190) (1,321) (1,481)
EBIT 4,780 7,104 8,810 9,472 9,340 10,344 12,447 14,955
Other income, net 338 351 576 1,017 1,445 1,182 1,373 1,599
Pretax profits 5119 7,455 9,386 10,489 10,785 11,526 13,819 16,554
Tax expense (1,437) (1,958) (1,823) (2,564) (2,624) (3,054) (3,662) (4,387)
Profit after tax 3,681 5,497 7,563 7,924 8,161 8,472 10,157 12,167
Dil. EPS (Rs) 59.1 88.3 121.3 127.2 127.8 136.0 163.0 195.3
Balance sheet
Total equity 18,522 16,009 20,858 25,057 27,786 29977 32912 37,779
Lease liabilities 732 1,385 1,823 2,240 2,343 2,452 2,565 2,684
Provisions 522 524 711 927 927 927 927 927
Other current liabilities 2,391 3,774 4,244 3,647 4,032 4,162 4,384 4,693
Total liabilities and equity 17,167 21,692 27,635 31,870 35,088 37,517 40,787 46,082
Cash 8,596 9,652 11,916 13,571 16,321 17,860 19,483 22,348
Fixed assets 1,584 2,732 3,244 3,847 3,655 3,478 3,318 3,173
Intangible assets including goodwill 186 203 162 134 177 160 117 116
Receivables 4,894 6,728 9,764 9,716 10,345 11,430 13,279 15,855
Investments 1,224 1,384 685 1,943 1,943 1,943 1,943 1,943
Other assets 684 992 1,865 2,658 2,647 2,647 2,647 2,647
Total assets 17,167 21,692 27,635 31,870 35,088 37,517 40,787 46,082
Cashflow statement
Operating cash flow, excl. wc 5,490 7,894 9,814 10,943 10,225 11,534 13,767 16,436
Working capital changes 122 (1,002) (3,097) (1,351) (220) (942) (1,614) (2,253)
Cash taxes paid (1,237) (2,062) (1,848) (2,580) (2,624) (3,054) (3,662) (4,387)
Capital expenditure (388) (712) (647) (830) (793) (876) (1,018) (1,215)
Other income 210 307 543 880 1,664 1,406 1,608 1,846
Free cash flow 4,196 4,425 4,771 7,063 8,252 8,068 9,082 10,428
Key ratios and assumptions
Revenue growth (%) 134 353 27.3 13.0 6.3 10.5 16.2 19.4
EBITDA margin (%) 286 31.0 30.6 29.5 27.6 27.6 28.4 28.4
EBIT margin (%) 26.2 288 28.0 26.7 24.7 24.8 257 258
ROAE (%) 30.1 37.2 41.0 34.5 30.1 29.3 323 34.4
ROACE (%) 26.2 326 35.1 28.5 24.5 24.2 26.9 289

Source: Company, Kotak Institutional Equities estimates
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I Exhibit 13: Condensed consolidated financials for TTL, March fiscal year-ends, 2021-28E (Rs mn)

2021 2022 2023 2024 2025E 2026E 2027E 2028E
Profit model
Revenue 23,809 35,296 44142 51,171 52,555 56,522 63,426 71,607
Employee costs (12,160) (15,127) (19,295) (23,637) (25,059) (26,793) (30,443) (35114)
Other expenses (7792)  (13,712)  (16,638)  (18122)  (17968)  (19,236)  (20826)  (22,686)
EBITDA 3,857 6,456 8,209 9,412 9,528 10,493 12,157 13,806
Depreciation and amortization (922) (857) (946) (1,059) (1,203) (1,282) (1,464) (1,686)
EBIT 2,935 5,599 7,264 8,353 8,324 9,211 10,693 12,120
Other income, net 272 269 698 966 781 990 1,029 1,179
Pretax profits 3,207 5,868 7,962 9,319 9,105 10,201 11,723 13,300
Tax expense (761) (1,499) (1,721) (2,405) (2,386) (2,601) (2,989) (3,391)
Minority interest, associate and exceptionals (54) - - (122) 19 192 389 486
Profit after tax 2,392 4,370 6,240 6,792 6,738 7,792 9,122 10,394
Dil. EPS (Rs) 5.9 10.8 15.4 16.7 16.6 19.2 22.5 25.6
Balance sheet
Total equity 21,422 22,802 29,895 32,208 35,566 39,279 43,463 48,174
Borrowings - - - - - - - -
Lease liabilities 2,662 2,614 2,554 2,574 2,692 2,816 2,946 3,081
Provisions 271 493 572 581 581 581 581 581
Other non-current liabilities 5 4 5 8 8 8 8 8
Other current liabilities 11,368 16,267 18,989 20,412 23,763 25,942 27,890 29,897
Total liabilities and equity 35,727 42,180 52,015 55,783 62,610 68,626 74,887 81,742
Cash and bank 7,834 8,694 9,992 9,134 11,699 14,258 17,246 20,411
Fixed assets 3,199 3,026 3,031 3,103 3,455 3,829 4,106 4,453
Intangible assets including goodwill 7,700 7,655 7,950 8,403 8,447 8,574 8,681 8,845
Receivables 5957 7,682 11,062 11,479 12,527 13,472 15,031 16,872
Investments 4,971 5277 298 1,504 1,504 1,504 1,504 1,504
Other assets 6,066 9,846 19,682 22,162 24,979 26,990 28,319 29,658
Total assets 35,727 42,180 52,015 55,783 62,610 68,626 74,887 81,742
Cashflow statement
Operating cash flow, excl. wc 4174 6,693 8,635 10,040 9,528 10,493 12,157 13,806
Working capital changes 8,057 (5,802) (2,191) (4,071) (515) (777) (940) (1,172)
Cash taxes paid (1,102) (1,278) (2,429) (3,026) (2,386) (2,601) (2,989) (3,391)
Capital expenditure (147) (634) (657) (918) (946) (1,074) (1,078) (1,361)
Acquisitions - - - — - - - -
Otherincome 99) 166 403 451 781 990 1,029 1,179
Free cash flow 10,882 (855) 3,760 2,476 6,462 7,031 8,179 9,062
Key ratios and assumptions
Revenue growth (%) (16.5) 48.2 25.1 159 2.7 7.5 12.2 129
EBITDA margin (%) 16.2 18.3 18.6 18.4 18.1 18.6 19.2 19.3
EBIT margin (%) 123 159 16.5 16.3 158 16.3 16.9 16.9
ROAE (%) 12.0 19.8 23.7 21.9 19.8 20.3 211 21.6
ROACE (%) 10.6 17.7 21.4 19.9 17.6 18.0 19.0 19.5

Source: Company, Kotak Institutional Equities estimates
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I Exhibit 14: Valuation summary of Indian pure-play ERD services companies under coverage

11-Mar-25

Company Price (Rs) Rating
Cyient 1,244 REDUCE
KPIT Technologies 1,269 SELL
L&T Technology Services 4,643 REDUCE
Tata Elxsi 5420 SELL
Tata Technologies 647 SELL

Target
Company Price (Rs)
Cyient 1,300
KPIT Technologies 1,170
L&T Technology Services 4,750
Tata Elxsi 5,100
Tata Technologies 550

Mkt cap.

(Rs mn) (US$ mn)
138,090 1,584
347,861 3,989
491,563 5,637
337,580 3,871
262,386 3,009

O/Sshares  EPS CAGR (%)

(mn) 2024-27E

112 7.5
274 254
106 11.3

62 8.6
406 9.7

Source: Kotak Institutional Equities estimates

EPS (Rs)
2025E 2026E  2027E
56.4 72.3 82.4
280 338 42.0
1221 145.6 170.1
127.8 136.0 163.0
16.6 19.2 225

EPS growth (%)
2025E 2026E  2027E
(14.9) 28.1 14.0
31.5 209 241
(1) 192 168
0.5 6.4 19.9
(25) 156 171

P/E (X)
2025E  2026E  2027E
220 172 151

45.3 37.5 30.2
38.0 31.9 27.3
42.4 39.9 332
38.9 33.7 28.8

Net Profit (Rs mn)

2025E  2026E  2027E
6,296 8,068 9,194
7,657 9,259 11,490
12,893 15370 17,955
8,161 8472 10,157
6,738 7,792 9,122

EV/EBITDA (X)
2025E  2026E  2027E
1.4 9.4 82
271 217 176

237 19.7 171
30.6 27.6 23.0
26.1 23.5 20.0

EBITDA (Rs mn)
2025E  2026E  2027E
11,529 13,799 15923
12,410 15261 18,339
19,700 23434 26,635
10,423 11,534 13767
9,528 10,493 12,157

ROE (%)
2025E  2026E  2027E
134 159 16.7
309 296 29.8
227 238 243
309 29.3 323
19.9 208 220

Sales (Rs mn)

2025E  2026E  2027E
74,750 84,429 95638
58,743 70385 83354
107,474 128961 145149
37,758 41,718 48,467
52,555 56,522 63,426
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“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Kawaljeet Saluja, Sathishkumar S, Vamshi Krishna.”

Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may

not strictly be in accordance with the Rating System at all times.

Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe

70% I:l Percentage of companies covered by Kotak Institutional
° Equities, within the specified category.

60% -
Percentage of companies within each category for which
50% Kotak Institutional Equities and or its affiliates has
provided investment banking services within the previous
12 months.

40%
34.3% * The above categories are defined as follows: Buy = We
expect this stock to deliver more than 15% returns over
30% - 27.4% the next 12 months; Add = We expect this stock to deliver
21.3% 5-15% returns over the next 12 months; Reduce = We
expect this stock to deliver -5+5% returns over the next
12 months; Sell = We expect this stock to deliver less than
-5% returns over the next 12 months. Our target prices
10% . 6.1% 5.4% are also on a 12-month horizon basis. These ratings are
4.0% 1.8% used illustratively to comply with applicable regulations. As
of 31/12/2024 Kotak Institutional Equities Investment

BUY ADD REDUCE SELL Research had investment ratings on 277 equity securities.

20% - 17.0%

0%

Source: Kotak Institutional Equities

As of December 31, 2024

Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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