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Q3 beat but with macro-led uncertainty

Q3 beat led by robust large deal wins

Cyient (CYL IN) posted better-than-expected Q3, with 1.1% QoQ CC
growth versus our estimates of 0.2%. This was led by solid growth in
sustainability business. On consolidated basis (DET+DLM business), it
reported less-than-expected performance on both revenue and
margins. This was due to lower-than-expected performance in DLM
business (10% QoQ growth versus our estimates of 15% QoQ growth).
CYL has won eight large deals in DET, with TCV of USD 136.8mn in Q3,
which continues to vouch for demand.

Growth guidance trimmed, implying 0.7-2.9% growth for Q4

CYL has cut DET FY24 revenue guidance to 13-13.5% YoY in CC terms
from earlier guidance of 15-20% YoY CC, especially due to weakness in
Semiconductors/Hitech, and Communications. This guidance implies
Q4 growth in the range of 0.7-2.9% QoQ.

Margin guidance improves for FY24, implying resilient execution

CYL increased its operating margin guidance by 50bps to 200-250bps
for FY24. In Q3, its consolidated margin contracted by 30bps at 14.3%
versus our and street expectations of 14.9% each. Margin declined
50bps sequentially due to seasonal weakness, wage hikes adjustment
and investment for future growth levers. CYL added 237 employees in
Q3, in line with other ER&D peers.

Valuations: Reiterate BUY; new TP INR 2,430

The management indicated robust growth to continue in Sustainability
with steady growth in Transportation. Expect revival of demand in
Communications and Semiconductors from Q2FY25, but automotive
spend may ramp-up from Q1FY25. After factoring in Q3 and near-term
soft demand commentary, we trim our EPS estimates by 3.8%,/3.6% for
FY25E/26E. However, we continue with BUY with a trim to TP, to INR
2,430 (earlier INR 2,450), on Dec-25E EPS of INR 99. In FY23-26E, expect
USD revenue/EBIT/EPS CAGRs of ~11%/21%/20%. Key risks are limited
success in realizing acquisition-based synergies and demand slowdown
in FY25 for Aerospace.

Rating: Buy

Target Price: INR 2,430

Upside: 20%

CMP: INR 2,020 (as on 25 January 2024)

Key data*
Bloomberg /Reuters Code

CYL IN/CYIE.BO

Current /Dil. Shares O/S (mn) 111/110
Mkt Cap (INR bn/USD mn) 224/2,695
Daily Volume (3M NSE Avg) 473,172

Face Value (INR) 5
1 USD =INR 83.1

Note: *as on 25 January 2024; Source: Bloomberg
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Shareholding (%) Q4FY23 QI1FY24 Q2FY24 Q3FY24

Promoter 234 23.4 23.2 232
Institutional Investors 57.5 57.9 57.3 56.8
Other Investors 7.6 73 74 7.7
General Public 11.6 11.5 12.1 12.3
Source: BSE

Price performance (%) 3M 6M 12M
Nifty 11.7 85 19.3
Cyient 26.1 37.7 137.8

Source: Bloomberg

{INR mn) Q3FY24 Q3FY23 YoY (%] Q2FY24 QoQ (%)
Revenues (USD mn) 2188 197.0 1.1 2149 1.8
Revenue 18,215 16,182 12.6 17,785 24
Operating expenditure 14,954 13,397 11.6 14,527 2.9
EBITDA 3,261 2,785 17.1 3,258 0.1
Depreciation 661 699 (5.4) 658 0.5
EBIT 2,600 2,086 24.6 2,600
PBT 2,114 2,146 (1.5) 2,418 (12.6)
Total tax 582 518 12.4 582
Adjusted PAT 1,532 1,628 (5.9) 1,836 (16.6)
APAT after Ml 1,472 1,561 (5.7) 1,783 (17.4)
Reported PAT 1,472 1,561 (5.7) 1,783 (17.4)
Reported EPS 13.4 14.3 (6.1) 163 (17.8)
Key Financials
YE Revenue YoY EBITDA EBITDA Adj PAT YoY Fully DEPS RoE RoCE P/E EV/EBITDA
March (INR bn) (%) {INR bn)  margin(%) {INR bn) (%) (INR) (%) (%) (x) (x)
FY23 60.2 22.7 10.2 17.0 58 36.1 52 17.5 15.1 38.5 22.4
FY24E 713 15.4 14.1 19.7 8.3 8.8 76 22.7 19.3 26.7 16.4
FY25E 79.9 11.7 16.3 20.4 9.9 3.9 90 24.0 21.7 22.4 13.9
FY26E 88.8 11.2 18.1 20.4 11.4 11.2 104 24.4 225 19.5 12.3

Note: Pricing as on 25 January 2024; Source: Company, Elara Securities Estimate
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Vaibhav Chechani ® vaibhav.chechani@elaracapital.com ® +91 22 4204 8682
Seema Nayak ° seema.nayak@elaracapital.com ® +91 22 4204 8687
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Financials (YE March)

Income Statement (INR mn) FY23 FY24E FY25E FY26E Revenue & margin trend

Net Revenues 60,159 71,328 79,894 88,838

EBITDA 10,243 14085 16305 18,102 100000 169 169 [ '8

Less - Depreciation & Amortization 2,566 2,752 2,796 3,109 __ 80,000 - 15.9 L 16

EBIT 7,677 11,333 13,508 14,993 £ 60,000 |

Add:- Non operating Income (187) (510) (615) (309) E ' L4 S

PBT 7490 10,823 12,894 14,684 = 40,000 - -

Less - Taxes 1,724 2,497 2,966 3,304 20,000 | 128 L2

Adjusted PAT 5,766 8,326 9,928 11,380

Reported PAT 5,766 8326 9,928 11,380 0 T T T 10

Balance Sheet (INR mn) FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E )
Net revenue et EBIT margin

Share Capital 553 553 553 553

Reserves 34,114 38277 43,241 48,931 Source: Company, Elara Securities Estimate

Borrowings 9,336 7,336 5,836 4,336

Minority Interest (32) (32) (32) (32)

Other Liabilities 5,676 6,110 6,210 6,310 . .

Total Liabilities 49647 52244 55808 60098  djusted profit growth trend

Gross Block 33,104 34,304 35504 36,704 12,000 4 444 r 50

Less:- Accumulated Depreciation 7,183 9,935 12,731 15,841 10,000 - L 40

Net Block 25,921 24,369 22,773 20,863 T 8000 -

Investments 5,181 5,381 5,581 5781 5 r30

Cash & cash equivalents 7,194 4,919 6,978 10,813 é 6,000 1 L 20 £

Net Working Capital 7167 13685 16566 18710 4,000 - 1928100

Other Assets 4,184 3,890 3,910 3,930 2000 { & 10

Total Assets 49,647 52,244 55808 60,098 0 i i i 0

Cash Flow Statement (INR mn) FY23 FY24E FY25E FY26E FY23 FY24E FY25E FY26E

Cash profit adjusted for non-cash items 10,312 14,392 16,437 18,298 APAT == APAT growth

Add/Less : Working Capital Changes (1,872) (6,229) (2,801) (2,064)

Operating Cash Flow 7,152 5,666 10,671 12,930 Source: Company, Elara Securities Estimate

Less:- Capex (9.664)  (1,200)  (1,200)  (1,200)

Free Cash Flow to Firm (2,512) 4,466 9.471 11,730

Financing Cash Flow 56 (7,287) (7,344) (7,890) Return ratios

Investing Cash Flow (10,013)  (1,093)  (1,267)  (1,204) 30 -

Net change in Cash (2,805) (2,714) 2,059 3,835

Ratio Analysis FY23  FY24E  FY25E  FY26E 25 240 24

Income Statement Ratios (%) g

Revenue Growth 22.7 15.4 11.7 11.2 20 -

EBITDA Growth 24.7 37.5 15.8 11.0

PAT Growth 36.1 8.8 3.9 11.2 15 4

EBITDA Margin 17.0 19.7 20.4 20.4 15.1

Net Margin 10.4 44.4 19.2 14.6 10 T T T "

Return & Liquidity Ratios Fy23 FY24E FY25E FY26E

Net Debt/Equity (x) 0.0 0.0 (0.1) (0.2) —+—ROCE ROCE

ROE (%) 17.5 22.7 24.0 24.4 Source: Company, Elara Securities Estimate

ROCE (%) 15.1 19.3 21.7 225

Per Share data & Valuation Ratios

Diluted EPS (INR/Share) 525 75.8 90.3 103.6

EPS Growth (%) 10.4 44.4 19.2 14.6

Book Value 315.2 353.0 398.2 450.0

DPS (INR/Share) 26.2 37.9 45.2 51.8

P/E Ratio (x) 38.5 26.7 22.4 19.5

EV/EBITDA (x) 22.4 16.4 13.9 12.3

Price/Book (x| 6.4 5.7 5.1 4.5

Dividend Yield (%) 1.3 1.9 2.2 2.6

Note: Pricing as on 25 January 2024; Source: Company, Elara Securities Estimate
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Earnings call — Highlights

Demand outlook

CYL expects four growth engines: aerospace,
transport, sustainability, and new growth areas. The
company sees some green shoots starting to emerge
in H2CY24.

The macro environment is causing challenges for CYL
due to economic slowdown, interest rates, and
inflationary pressures.

CYL is seeing some "green shoots" with robust growth
kicking in from Q2FY25.

Vertical-wise commentary

Vertical-wise, only sustainability drove growth, up 8%
QoQ in CC terms, for the company.

Under Sustainability, all the sub-segments are driving
growth. Demand for cost efficiency program, asset
management and alternate energy sources,
including hydrogen, ammonia, carbon capture, and
nuclear continue to see momentum.

Under transportation, aerospace growth continues to
be healthy and railways may see weakness.

Demand is increasing in utilities and energy, and is
expected to be a multi-year growth driver.

Connectivity was flat at 0.2% QoQ CC growth, which
was weak in the past few quarters and may recover
in H2FY25.

Communication is likely to stay under pressure in the
near term. Under Communication, the key segments
of growth continue to be fiber expansion, wireless-
based premium customer experience programs and
cost reduction. Clients are likely to continue spending
for premium experience. They are unlikely to change
their ER&D partners as it could hurt ARPU.

New growth areas are seeing some challenges, with
QoQ contraction of 3.4% CC due to weakness in
Semiconductors and Hi-tech. Semiconductor may
turn around in H2FY25.

Orderbook commentary

CYL won eight large deals in DET with total contract
of USD 136.8mn in Q3. DET order intake stood at USD
297.3mn, up by 21.9% YoY.

Large deals comprise four from aerospace, two from
communication, one from sustainability and one from
new growth area.

CYL has entered into a partnership with SkyDriving, a
leading Japanese eVTOL (electric vertical takeoff and

Elara Securities (India) Private Limited

landing) aircraft manufacturer to cater to the
growing urban air mobility market, including India.

Margin tailwinds and capital allocation

Margins declined 30bps as CYL saw headwinds from
furloughs, lower working days, wage hike
adjustments and investment towards future growth
levers.

These headwinds were partly offset by continued
benefits from the cost optimization exercise in prior
quarters.

CYL has been investing in automation to reduce labor
costs and improve efficiency.

Miscellaneous

CYL has been working to improve its gAl capabilities
in the past nine months and has trained 1,500
associates.

Boeing and airbus have opened R&D centres in India
(largest outside the US). The management is
confident that this may not affect business for CYL.

SEC (Scientific Experience Centre) is an experience
demonstration built by CYL in collaboration with
more than 10 partners in Hyderabad.

Debt of DET is down USD 6mn QoQ and USD 15mn
YoY.

Exhibit 1: Valuations

Valuation

Target P/E (x) 245
EPS (Mar-26E ending, INR) 99.0
Target price (Sep-24E, INR) 2,430
Potential return (%) 20

Note: Pricing as on 25 January 2024; Source: Elara Securities Estimate
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Exhibit 2: Change in estimate

New Old % change
INR mn FY24E  FY25E FY26E| FY24E FY25E FY26E FY24E FY25E  FY26E
Revenues (USD mn) 861.4 962.6  1,070.3 870.6 997.7 1109.2 (1.1) (3.5) (3.5)
YoY growth (%) 15.4 11.7 11.2 16.6 14.6 11.2
Service Revenues (USD mn) 716.9 789.6 871.8 727 825 910 (1.4) (4.3) (4.2)
YoY growth, % 13.4 10.1 10.4 15.0 13.4 10.4
Revenues 71,328 79894 88,838 72,033 82805 92,065 (1.0) (3.5) (3.5)
EBITDA 14,085 16,305 18,102 | 14,776 16,899 18,760 (4.7) (3.5) (3.5)
EBITDA margin (%) 19.7 20.4 20.4 20.5 20.4 20.4
Net profits 8,326 9,928 11,380 8,898 10,316 11,810 (6.4) (3.8) (3.6)
EPS (INR) 75.8 90 104 81.0 93.9 107.5 (6.4) (3.8) (3.6)
Target price (INR) 2,430 2,450 (0,8)
Source: Elara Securities Estimate
Exhibit 2: Valuation summary
Ticker Currency Rating Mcap Price TP |Upside Turnov;; FY23-26E EV/sales P/E Div. yield (%) ROE (%)
USD bn INN| INR| (%) USDmn CS:% CA%E FYZZS FYZ;:;S szzs FYZ?X? FY24E FY25E |FY24E FY25E
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WPRO IN
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LTIM IN
MPHL IN
PSYS IN
COFORGE IN
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SSOF IN Equity
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Equity
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BSOFT IN
Equity
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KPIT IN
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IBM US
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CTSH US
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DAVA US
EPAM US
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INR
INR

INR
INR

INR
INR
INR
INR
INR
INR

INR
INR
INR
INR
INR
INR

INR
INR
INR
INR
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usD
usD
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usD
usD
usD
usD
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Sell
Reduce

Sell
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Accumulate
Accumulate
Accumulate
Buy
Accumulate
NR

NR
NR
NR
NR
NR
NR

Sell

Buy
Accumulate
Buy

NR

NA
NA
NA
NA
NA
NA
NA
NA

167.7
83.4
295
50.6

1155

6.9
27
57
4.7

5.6

3810
1,669

470
1,550
1,322

5,495
2,522
8,379
6,205
2,610

749

867
195

818
576
910
2,749

5,386
2,020
7,667
1,415

1,145

174
369
77
204
76
288
232
93

4430 163
1,260 | (24.5)

450 (4.3)
1430 (7.8
1,660 256

|

19.6
(5.6
(0.9)

6,570
2,380
8,300
8100 305
2500 (4.2)

NA -

NA =

NA =
NA -
NA =

4240 (213
2430 203
8610 123
1480 | 46

NA -

NA
NA
NA
NA
NA
NA
NA
NA

27,927
18,212
11,232
12,586

6,607
15313
12,586

4,106
1,712
1,036
1,002

897
172

578
584
269

309
977

653

58
47
1.9
8.1
5.3
5.1
53

10.4
4.6
14.4
14.6
11.3
9.2

16.6

11.8
5.0
14.3

17.7
11.5

11.6

9.4
6.3
6.8
9.2
13.7
9.1
9.2

16.8

6.3
232
31.2
18.9
20.3

1.2

46.1
387
27.8

14.9
222

19.6

57
4.3
24
3.6
23
37
36

4.3
33
6.3
4.0
4.1
28

7.6

4.0
24
4.8

2.8
4.1

4.0

52
4.0
22
33
2.1
34
33

3.9
3.0
55
34
35
24

6.4

35
22
4.2

24
3.5
35

30.1
28.2
219
267
42.7
299
282

33.0
29.0
56.5
41.2
237
39.6

545

38.1
20.7
36.1

28.8
356

34.6

27.7
26.8
20.2
236
19.4
236
236

253
269
44.3
29.1
18.2
31.7

435

320
20.6
28.0

214
285
274

1.3
1.8
0.5
28
0.9
1.4
1.3

1.2
1.9
0.7
24
0.7
1.3

0.0
22
0.8
1.3
0.3

1.1
1.1

1.1

1.4
1.9
0.5
32
187
1.8
1.9

1.6
20
0.9
34
0.9
1.6

0.0
25
0.9
1.4
0.4

1.0
1.4

1.2

47.9
294
12.7
236

9.5
24.6
236

27.6
19.5
234
259
283
36.7

233
15.7
225
19.5
16.1

16.5
229

229

429
29.1
123

259

18.5
257
25.9

31.0
19.4
24.2
30.8
32.1
38.4

233
17.9
227
16.9
17.9

19.4
245

230

990 143 119 55 50 437 388 0.8 09| 255 248
746 | 128 254 3.1 27| 267 224 1.9 22| 227 240
390 159 150/| 127 105| 586 494 0.7 08| 402 322
418 246 37.1 7.9 65| 668 525 0.5 07| 314 325
532 107 137 110 98 832 726 1.0 1.1, 210 230
615.1 1 157 206 8.0 69| 558 47.1 1.0 1.1 281 273
532 143 150 7.9 65 586 494 0.8 09 255 248
|| |

60,530 52 129.1 32 3.1 174 16.6 39 39 351 351
61,594 73 104 37 34| 302 275 1.4 15| 282 282
19,428 0.8 7.2 1.9 1.9 175 167 1.5 1.6 | 173 166
23,167 4.6 149 1.7 1.7 160 154 1.8 19| 185 180
871 16.1 183 4.2 36| 360 270 = - 144 181
4,825 04 231 3.2 3.1 280 272 - - 190 162
1,780 | 17.7 285 4.7 40| 406 351 = - 141 148
902 104 5.1 1.6 1.5 21.2 173 - - 320 305
24,599 74 331 3.2 30| 265 236 2.1 22 209 210
19,428 52 183 32 31| 280 270 1.6 1.8 185 180

Note: Pricing as on 25 January 2024; Bloomberg Consensus for Not Rated companies; Source: Elara Securities Estimate
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Date Rating Target Price Closing Price
1 12-Oct-2023 Buy INR 2,220 INR 1,775
2 8-Dec-2023 Buy INR 2,450 INR 1,950
3 25-Jan-2024 Buy INR 2,430 INR 2,020
Guide to Research Rating
BUY Absolute Return >+20%
ACCUMULATE Absolute Return +5% to +20%
REDUCE Absolute Return -5% to +5%
SELL Absolute Return <-5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note
is to provide preliminary information on the business activities of the company and the projected financial statements in order to assist the recipient in understanding
/ evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the securities of companies referred
to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment
in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and
risks of such an investment. Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent
recommendation to its client and would be happy to provide any information in response to specific client queries. Elara Securities (India) Private Limited or any of
its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors and/or omissions, representations
or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private
Limited or any of its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or
agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for or solicit investment banking
or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct and independent of each other. This Note is
strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly
in any form to any other person or published, copied, in whole or in part, for any purpose. This Note 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 Elara Securities (India) Private Limited or any of its affiliates to any registration or licensing requirements
within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document comes,
should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or
the Advisors without retaining any copies thereof. The Information given in this document is as of the date of this report and there can be no assurance that future
results or events will be consistent with this information. This Information is subject to change without any prior notice. Elara Securities (India) Private Limited or any
of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara Securities (India) Private
Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits
that may arise from or in connection with the use of the information. This Note should not be deemed an indication of the state of affairs of the company nor shall
it constitute an indication that there has been no change in the business or state of affairs of the company since the date of publication of this Note. The disclosures
of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views
expressed in the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from
maintaining a financial interest in the securities or derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private
Limited. It is important to note that any dispute with respect to this research report, would not have access to stock exchange investor redressal forum or arbitration
mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India
Limited [NSE], in the Capital Market Segment of BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited's business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in
last five years. However, during the routine course of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on
Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities (India) Private Limited has not been debarred from doing
business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are
registered or proposed to be registered.

Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest
in the subject company, whereas its associate entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of
1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research Report. Elara Securities (India)
Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date
of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the
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Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not
guarantees of future performance and are based on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future
performance could differ materially from these “forward-looking statements” and financial information.
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