[ J
Institutional Equities | Technology ChOICe

Cyient: TAO Acquisition Extends Growth Beyond Traditional ER&D ™™o Faues

June 01,2026 | CMP: INR 900 | Target Price: INR 1,250 BUY

Expected Share Price Return: 38.9% I Dividend Yield: 2.8% | Potential Upside: 41.7% Sector View: Neutral

Change in Estimates X Transformational Deal Broadens TAM and Growth Prospects

Change in Target Price X We view TAO Digital as a strategic acquisition which accelerates Cyient's

Change in Recommendation X transition from a pure-play ER&D vendor to an Al-enabled lifecycle °
engineering partner. The acquisition adds ~USD 79 Mn revenue and ~3,500 ®

Company Info employees, while strengthening capabilities in Data Engineering, Platform 2

BB Code CYLINEQUITY  Engineering and Al-led transformation areas, increasingly driving enterprise =

Face Value (INR) 5.0 technology spends. More importantly, it expands Cyient's opportunity set S

52-w High/Low (INR) 1,369 / 751 beyond the USD 100 Bn ER&D outsourcing market into a significantly o

Mkt Cap (Bn) INR 100.9 / USD 1.1 larger Digital/Data/Al services pool, improving its relevance in customer

transformation programs.
Shares o/s (Mn) 111.0 prog

3.,33,469 The deal also shifts Cyient's portfolio towards higher-growth technology

3M Avg. Daily Volume . ) .
services, with 80%+ of TAO's revenue coming from Data and Software Product

Key Financials (DET Business) (excl. TAO Digital Acqn) Engineering. The management expects the combined entity to pursue larger
INR Bn FY25 FY26 FY27E FY28E FY29E (>USD 5 Mn), multi-year annuity-led engagements versus smaller project-
Revenue s5o B8O 636 699 783 based contra_cts at present. At an EV of USD 218 Mn .(USI.D 130 Mn upfront),
the transaction appears reasonably structured, which is expected to be
YoY (%) 6.7 5.5 91 102 1.9 EPS-accretive and could improve Cyient's medium-term growth profile.
EBIT 7.1 7.1 8.5 99 15 Integration execution and large-deal conversion remain the key monitorables.
EBITM % 129 122 133 144 14.7 We maintain our ‘BUY’ rating with a TP of INR 1,250, using SOTP valuation.
Adj PAT 5.5 5.9 6.9 7.8 9.4 i i
EPS (INR) 498 533 623 704 sgs3 ransaction Overview
ROE % 1.6 75 120 126 137 = Cyient has entered into a definitive agreement to acquire 100% stake in
ROCE % 152 107 144 156 167 TAQ Dig!tal Solutions Inc., E‘ U?-r:eadqu?rtered AI-nativeI data 2nd prodtucét
engineering company, subject to customary approvals and expecte
PE(x) 18.8 17.5 15.0 13.3 11.0 closure by Q2FY27.
Shareholding Pattern (%) = TAO Digital generated ~USD 79 Mn revenue in CY25 and employs ~3,500
Mar-26 Dec-25 Sep-25 professionals across North America, India, Europe and Asia, serving
Promoters 23.28 23.28 23.28 marquee clients in Automotive, Hi-Tech and HealthTech sectors.
Flis 15.33 15.28 17.56 «  The transaction implies an enterprise value of USD 218 Mn, comprising
Dlls 40.98 39.51 38.42 USD 130 Mn upfront payment and performance-linked earnouts over the
Public 20.43 21.93 20.75 subsequent 2 years. The acquisition will be funded primarily through debt,
with management expecting a significant portion of debt servicing through
Relative Performance (%) the acquired entity’s cash generation.
YTD 3Y 2Y 1Y - .
= The acquisition valuation of ~9.5x CY27E EV/EBITDA appears reasonable,
BSE IT “2) (19.1) (24.3) particularly considering Tao Digital's ~74% revenue CAGR over CY23-25,
CyL (30.0) (49.2) (31.8) Al-centric service portfolio and global delivery capabilities. Relative to listed
digital engineering peers, such as KPITTECH, TELX, LTTS and
200 - TATATECH, which trade at materially higher forward multiples, the
180 transaction does not appear aggressive.
160 + Acquisition Strengthens Cyient’s Positioning in Al, Data Engineering and
140 A Large Annuity Programs: The acquisition addresses a critical capability gap
120 A in Data Engineering and Al-led software platforms, enabling Cyient to move
100 beyond traditional engineering outsourcing toward end-to-end Al-native
80 - engineering solutions. Management believes the combination expands
60 4 Cyient’s TAM, from the ~USD 100 Bn ER&D outsourcing opportunity to a
40 — significantly larger technology and digital transformation market to an
LY QI T I T L L L L L8 estimated USD 2 Tn. TAO’s strengths in data platforms, AI/ML, product
2 92 % 2 2 9 3 92 & 9% %5 & & engineering and managed services complement Cyient's deep domain
= <z L =< 2z =< 2= expertise across engineering-intensive industries, creating a differentiated
cyL BSE IT "Domain + Data + Al" proposition. The combined entity will be capable of

delivering larger multi-year annuity contracts, improving revenue
visibility while reducing dependence on project-based engagements.

Enhances Growth Profile Through Digital Mix Expansion and Al

Readiness: The management highlighted that customer demand for Digital
Q4FY26 Cyient Result Update and Al capabilities has accelerated over the past 2 years, with a majority of
enterprise clients seeking Al transformation roadmaps. TAO materially
strengthens Cyient’s technology service mix, increases credibility in large-scale
data engineering engagements and enhances its ability to support enterprise
Al adoption through robust data foundations. We believe the acquisition
Ph: +9122 6707 9901 improves Cyient’s competitive positioning in higher-growth Digital, Data
and Al spending categories across Automotive, Hi-Tech, HealthTech
sectors and expands its presence in North America while creating
opportunities for cross-selling and deeper wallet share within existing
engineering customers.
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Acquisition supports Cyient’s transition toward
intelligent engineering across complete product
lifecycles

Expands addressable market from USD 100 Bn to
nearly USD 2 Tn

Enables shift from project-based engagements to
multi-year annuity and outcome-driven contracts

Tao Digital adds critical data engineering and Al
application capabilities

Data modernization and Al readiness represent
major growth opportunities ahead

Combining domain expertise with data engineering
strengthens industrial Al solutions

Acquisition  significantly —enhances presence
across Automotive, Hi-Tech, and MedTech sectors

Deal is immediately EPS accretive, with
performance-linked earnouts and leadership
continuity

Choice Equity Broking Pvt.

Management Call — Highlights
Strategic Rationale and Market Positioning

« Pivot to Lifecycle Engineering: The deal aligns with Cyient’s shift from
traditional product design to Intelligent Engineering, which involves
servicing the entire lifecycle of a product, including the data and software
platforms which harness it, over its lifespan

« TAM Expansion: Management expects this to expand their Total
Addressable Market (TAM) from a USD 100 Bn ER&D outsourcing focus to
an estimated USD 2 Tn market across its existing industries

+ Shift to Annuity Models: A primary goal is to move away from project-
based revenue towards large, multi-year annuity deals (USD 5Mn+ deal
constructs) and outcome-based commercial models

« Closing Capability Gaps: For 2 years, customers have requested Digital
and Al plans; Tao Digital fills critical gaps in Data Engineering and Al
Application layers, areas where Cyient previously lacked industrial grade
capability

Operational and Synergy Highlights

+ Data Readiness for Al: Management views that being data ready
(curation, engineering, and platform modernisation) as the biggest market
opportunity for the next 2—3 years, as customers double their data creation
every quarter

+ Domain + Data Expertise: Management believes their unique advantage
is combining Cyient's 3 decades of domain heritage (e.g., Aerospace,
Energy) with Tao’s modern data engineering to build specialised Al agents
and knowledge graphs for industrial use

« Vertical Strengthening: The acquisition significantly bolsters Cyient’s
footprint in Automotive, Hi-Tech and MedTech, which contribute to over
90% of Tao Digital's revenues

Financial and Structural Takeaways

« Immediate Accretion: The transaction is expected to be immediately ‘EPS
accretive’, even after accounting for integration and transaction cost, which
are projected to conclude in approximately 1.5 years

* Performance-Linked Structure: 100% of the earnout tranches (totalling
up to USD 218 Mn enterprise value) are linked to performance criterian,
specifically EBITDA growth over 2 years

* Funding Strategy: The deal is primarily debt-funded, with a large portion of
that debt intended to be serviced by Tao Digital's strong free cash flow
(FCF)

+ Management Continuity: The management confirmed that the key Tao
leadership, is incentivised to stay through the 2-year earnout period and
indicated a strong intent for them to continue beyond that timeframe

SOTP Valuation Table

FY28 PAT for DET segment 7,780
Multiple (x) 15

Eauiti value iINR Mni 1,16,702

Mcap (INR mn) 30,401
Discount to Mcap 15.0
% Stake 52.2
Equity Value (INR Mn) 13,489

Cyient Semiconductor (Value at acquisition price

% Stake 74.0
Equity Value (INR Mn) 7,863
Consolidated equity value 1,38,054
Shares o/s (mn) 110.4
Target price (INR) 1,250
Fair value (INR) 1,250

Source: CYL, Choice Institutional Equities
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Income Statement (Consolidated in INR Mn) Balance Sheet (Consolidated in INR Mn)

Particulars . FY25  FY26 FY27E| FY28E  FY29E
Revenue 73,604 72,682 79,771 88752 1,00,394  Tangible Fixed Assets 7644 7243 7,046 6544 5903
EBITDA 11,514 9,667 12,637 14982 17,224 fsg;it\;wll & Intangible 202095 24147 25545 25782 25.955
D jati 2,672 2,782 2,596 3,065 3,268
epreciation Investments 2798 1981 2179 2397 2,637
EBIT 8,842 6,885 10,041 11,917 13,956 ,
Cash & Cash Equivalents 10,706. 14,575 14,048 19,287 25324 | &
Other Income 966 1,772 1,835 1,870 2,168 %
Other Non-current Assets 2,054 3,211 3,437 3,691 3,979 Q
Interest Expense 928 608 687 830 1,049 =
Other Current Assets 30,749 32,087 37,604 39,774 42,588 & &
Exceptional Items - - - b b g
Total Assets 76,946 83,244 89,859 97,476 1,06,386 = |
PAT 6,158 4,278 7,365 8,471 9,993
Shareholder's Funds 53,095 56,819 61472 66,890 73,125
EPS 56.1 48.1
66.3 76.2 89.9  Minority Interest 4509 4,814 5785 6,967 8,205
Borrowings 5134 4311 4399 4491 4588

FY27E.  FY28E

Other Non-current Liabilities 2,587 3,145 3,145 3,145 3,145

Growth Ratios (%)

Revenues 3.0 13 9.8 13 13.4  Other Current Liabilities 11,621 14,155 15058 15,983 17,324
EBITDA -11.6 -16.0 30.7 18.6 15.0 Total Equity & Liabilities 76,946 83,244 89,859 97,476 1,06,386
EBIT -14.7 -22.1 44 .4 17.6 171
Margin Ratios (%)
: Cash Flows (INR Mn)
EBITDA Margin 15.6 13.3 15.8 16.9 17.2 .
EBIT Margin 12.0 95 12.5 13.2 13.6 Cash Flows from Operations 8,113 8,802 7,750 13,2300 15,026
Profitability (%) Cash Flows from Investing (1,451) 1,116 (3,995) (3,017) (3,041)
ROE 11.6 75 120 127 137 Cash Flows from Financing ~ (582)  (6,509) (4,282) (4,973) (5949)
ROIC 13.7 9.7 12.9 13.6 15.5
ROCE 15.2 10.7 14.5 15.9 171
Valuation DuPont Analysis . FY27E
OCF / Net profit (%) 131.7 205.8 105.2 156.2 150.4 : : : :
0, 0, 0, 0, 0,
EV/ EBITDA (x) 8.1 94 792 57 47 ROE 11.6% 75% 12.0% 12.7% 13.7%
BVPS (x) 479.9 513.5 555.6 604.5 660.9  Net Profit Margin 84%  59% 92%  95% 10.0%
E;t?)e Cash flow yield 5.6 5.9 2.0 103 120  Asset Turnover 1.0 0.9 0.9 0.9 1.0
(]
Equity Multiplier 1.4 15 15 15 15

Source: CYL, Choice Institutional Equities

Note: The above financials presented are for Cyient Limited
and exclude the impact of TAO Digital acquisition

Note: We will revise the financials once we gain greater
clarity regarding TAO Digital's financial position
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Historical Price Chart: Cyient Ltd
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Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*

BUY The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months
SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings
NOT RATED (NR) The stock has no recommendation from the Analyst

UNDER REVIEW (UR) The stock is under review by the Analyst and rating may change
Sector View
POSITIVE (P)
NEUTRAL (N)
CAUTIOUS (C)

Fundamentals of the sector look attractive over the next 12 months
Fundamentals of the sector are expected to be in stasis over the next 12 months
Fundamentals of the sector are expected to be challenging over the next 12 months

*Large Cap: More Than INR 20,000 Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000 Cr Market Cap

ceindia.com
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Disclaimer & Disclosure

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Choice Equity Broking Private Limited is a registered Research Analyst Entity (Reg. No. INH000000222 ) CIN. NO.: U65999MH2010PTC198714. Reg. Add.: Sunil
Patodia Tower, J B Nagar, Andheri (East), Mumbai 400099. Tel. No. 022-6707 9999 . Compliance Officer-Prashant Salian. Tel. 022-6707 9999-Ext. 896. Email-
Compliance@choiceindia.com. Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834.

Email- ig@choiceindia.com

The Company uses artificial intelligence tools as part of its research process, including data analysis and content generation. Notwithstanding the foregoing, all analysis, views,
and recommendations are independently formulated and duly reviewed by qualified research analysts prior to issuance.

General Disclaimer:

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification
from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

This report (“Report”) is prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL”) in its capacity as a SEBI-registered Research
Analyst and is intended solely for informational and educational purposes. This Report is meant exclusively for the recipient and shall not be circulated, reproduced, or distributed,
in whole or in part.

This Report does not take into account the specific investment objectives, financial situation, risk profile, or particular needs of any individual or class of investors and does not
constitute a personal recommendation or investment advice. Any views, opinions, or recommendations expressed herein are based on publicly available information and internal
analysis and are subject to change without notice.

Nothing contained in this Report shall be construed as an offer, solicitation, or inducement to buy, sell, or subscribe to any securities, derivatives, or other financial instruments,
nor shall it be considered as investment, legal, accounting, or tax advice. Recipients are advised to conduct their own independent analysis and are encouraged to seek
independent professional advice before making any investment or trading decisions.

The information contained in this Report has been compiled from sources believed to be reliable; however, CEBPL does not represent or warrant the accuracy, completeness, or
reliability of such information. CEBPL, its directors, employees, or associates shall not be liable for any losses, damages, or expenses arising directly or indirectly from the use of
or reliance upon this Report.

Investments in securities are subject to market risks. The price and value of investments and the income from them may fluctuate, and investors may incur losses. Past
performance is not indicative of future results. Opinions expressed herein are as of the date of this Report and may differ from views expressed in other research reports due to
differences in methodology, assumptions, or time horizons.

Disclaimers in respect of Jurisdiction:

This Report is not intended for distribution to, or use by, any person or entity who is a citizen or resident of, or located in, any jurisdiction where such distribution, publication, or use
would be contrary to applicable laws or regulations, or would subject CEBPL to any registration or licensing requirements in such jurisdiction.

No action has been taken or will be taken by CEBPL in any jurisdiction outside India where such action would be required for distribution of this Report. Accordingly, this Report shall
not be directly or indirectly distributed, published, or circulated in any such jurisdiction except in compliance with applicable laws and regulations.

Recipients of this Report are required to inform themselves of, and comply with, all applicable legal and regulatory restrictions at their own expense and without any liability to
CEBPL. Any dispute arising out of or in connection with this Report shall be subject to the exclusive jurisdiction of the competent courts in Mumbai, India.

Disclosure on Ownership and Material Conflicts of Interest:
. “CEBPL”", its Research Analyst(s), their associates and relatives may have any financial interest in the subject company covered in this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have actual or beneficial ownership of one percent (1%) or more of the securities of the subject company,
as on the last day of the month immediately preceding the date of publication of this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have any other material conflict of interest at the time of publication of this Research Report.

Disclosure on Receipt of Compensation:

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months.

. “CEBPL” or its associates may have managed or co-managed public offerings of securities for the subject company during the past twelve months.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for investment banking, merchant banking or brokerage
services.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for products or services other than investment banking,

merchant banking or brokerage services.

. “CEBPL” or its associates have not received any compensation or other benefits from the subject company or any third party in connection with the preparation or publication of this
Research Report.

. Research Analyst may have served as an officer, director or employee of the subject company covered in this Research Report.
. “CEBPL” and Research analyst may engage in market-making activity in the securities of the subject company.

Details of Associates of CEBPL and Brief History of Disciplinary action by requlatory authorities are available on our website i.e. www.
https://choiceindia.com/research-listing

Copyright:

This research report is confidential and intended solely for the recipient. Unauthorized reproduction, distribution, or disclosure of this report, in whole or in part,
in any form or by any means, without the prior written permission of the Company is strictly prohibited.
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