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BB Code PSYS IN EQUITY
Face Value (INR) 5.0

52-w High/Low (INR) 6,599/4,243
Mkt Cap (Bn) INR 919.3/ $10.3
Shares o/s (Mn) 157.7
3M Avg. Daily Volume 5,31,145
Change in Estimates
FY27E FY28E
INR Bn New Old Dev. (%) New Old Dev. (%)
Revenues 1925 184.2 4.5 233.0 216.7 7.5
EBIT 304 295 33 384 354 8.4
EBITM % 15.8  16.0 (19 bps) 16.5 16.3 13 bps
EPS 155.2° 145.1 7.0 1846 1816 1.6
Actual vs CIE Estimates
INR Bn Q2FY27A CIE Est. Dev.%
Revenue 46.6 44.9 3.6
EBIT 6.9 6.6 10.5
EBITM % 15.0 14.7 26 bps
PAT 3.5 5.4 (35.7)
Key Financials
INR Bn FY25 FY26 FY27E FY28E FY29E
Revenue 119.4 1475 192.5 233.0 268.7
YoY (%) 21.6 23.5 30.5 21.0 15.3
EBIT 17.5 23.0 30.4 38.4 47.0
EBITM % 14.7 15.6 15.8 16.5 17.5
Adj PAT 14.0 18.5 24.3 28.9 35.6
EPS 91.2 123.0 155.2. 184.6 226.9
ROE % 24.8 26.1 28.4 28.5 29.4
ROCE % 224 23.8 19.2 16.9 18.6
PE(x) 63.1 47.8 38.0 31.9 26.0
Shareholding Pattern (%)
Sept-26 Jun-26 Mar-26
Promoters 30.29 30.29 30.29
Flls 20.79 20.79 22.11
Dlls 31.96 30.25 30.47
Public 16.39 17.99 16.14
Relative Performance (%)
YTD 3Y 2y 1Y
NIFTY IT 5.1 (13.3) (14.3)
PSYS 104.8 5.0 10.5
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Strong Hi-tech Growth; Margin Recovery Hinges on Scale-Up: Persistent’s
Q2FY27 performance reflected a healthy growth in Software, Hi-tech & Emerging
and BFSI, while EBIT margin declined 100 bps QoQ to 15%, impacted by wage
hike, lower utilisation and amortisation cost associated with the USD-650 Mn
large deal. Reported PAT was further affected by one-off Nagarro acquisition
expenses. We have incorporated the large deal’s ramp-up impact but excluded
Nagarro’s revenue contribution and margin impact from our estimate, given the
acquisition is yet to close. We project margin to remain under pressure, with the
dilution risk compounded by Nagarro’s potentially lower growth and margin
profile; recovery will depend on revenue scaling up and cost-optimisation.

We revise our TP, to INR 6,120 from INR 5,730, valuing the stock at 30x
average FY28&29E EPS. PSYS trades at a ~20% premium to Coforge,
despite a comparable growth profile, limiting scope for further multiple
expansion. We assign ‘ADD’, with execution and acquisition integration key
monitorables.

Revenue & Margin Beat; Bookings Disappoint

= Persistent reported Q2FY27 revenues at USD 487.6 Mn, up 7.8% QoQ and
20.0% YoY (vs CIE estimate of USD 471 Mn). In CC terms, revenue was up
7.8% QoQ and 20.8% YoY. INR revenue stood at INR 46,639 Mn, up 8.4%
QoQ and 30.3% YoY (vs CIE estimate of INR 44,999 Mn)

= EBIT stood at INR 6,977.2 Mn, up 1.6% QoQ and 19.5% YoY (vs CIE
estimate of INR 6,615 Mn). Operating (EBIT) margin came in at 15.0% for
Q2FY27, down 100 bps QoQ and 134 bps YoY (vs CIE estimate of 14.7%)

= Adj. PAT (ex Naggaro acquisition expenses) for the quarter came in at INR
3,515.1 Mn, down 27.2% QoQ and 25.4% YoY (vs CIE estimate of INR 5,468
Mn). Profitability was affected by one-time cost of INR 1,853 Mn related to the
Nagarro acquisition; excluding this cost, PAT margin stood at 10.2%.

Revenue Growth Remains Strong, while Deal Momentum Softens QoQ:
PSYS reported a strong Q2FY27, with revenue growing 7.8% QoQ and 20.0%
YoY to USD 487.6 Mn, primarily driven by large deal ramp-up and supported by
broad-based growth across key verticals. Software, Hi-Tech & Emerging Verticals
(+13.3% QoQ), BFSI (+6.8%), while HLS (-0.1%) remained soft. Q2FY27 Order
book stood at USD 633.5 Mn in TCV (down 44.7% QoQ), while new order book
stood at USD 367.1 Mn (down 61.4% QoQ). North America grew 22.5% YoY,
while Europe declined 8.5%, reflecting two client-specific ramp-downs that
management characterised as one-offs. Momentum in Software Reinvention
Services, Al-led modernisation and vendor consolidation continues to support
deal traction. We expect large deal ramp-ups, Al-led outsourcing and further
vendor consolidation to sustain revenue momentum through FY27E,
although conversion of bookings into revenue remains a key monitorable.

Margin Compression from Wage Hike and Deal Cost; Recovery Hinges on
Utilisation and Scale: EBIT margin declined 100 bps QoQ to 15.0%, as wage
hikes (-140 bps), lower utilisation (-70 bps to 85.8%) and higher amortisation of
tools and licences (-90 bps) outweighed lower SG&A cost and favourable
currency movements (+150 bps). The management reiterated its aspirational
margin target of 16—-17%, supported by Al-led productivity, scale benefits and
cost-optimisation. While deal ramp-ups and operating efficiency is expected to aid
recovery, the Nagarro acquisition is likely to weigh on near-term profitability, with
~USD 50 Mn in one-off cost, including USD 19-20 Mn incurred in Q2FY27. We
expect margin to recover gradually as utilisation improves, large
engagements scale up and acquisition synergies materialise.

Q2FY27

Q1FY27 QoQ (%) Q2FY26

Revenues (USD Mn) 487.6 452.4 7.8 406.2 20.0
Revenues (INR Mn) 46,639 43,032 8.4 35,807 30.3
EBIT (INR Mn) 6,977 6,869 1.6 5,837 19.5
EBIT Margin (%) 15.0 16.0 100 Bps 16.3 134 bps
Other income (587) (638) (8.0) 518 (213.4)
PAT (INR Mn) 3,515 4,831 (27.2) 4,722 (25.6)
FD EPS (INR) 22.4 30.9 (27.4) 30.3 (26.0)

Source: PSYS, Choice Institutional Equities
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TCV stood at USD 633.5 Mn for Q2 (new
bookings contributed USD 367.1 Mn). On a
TTM basis, TCV rose 36.3% YoY. ACV
reached USD 481.0 Mn (new bookings
contributed USD 262.3 Mn). TTM ACV grew
21.9% YoY.

Total one-time transaction cost estimated at
~USD 50 Mn over 3-4 quarters. Q2 incurred
USD 19 Mn-USD 20 Mn (INR 1,853.4 Mn),
impacting reported PAT margin and EPS by
~3.1%.

The management focussed on three core
pillars: 1. Engineering Hyperproductivity, 2.
Business Hyperproductivity and 3. Enterprise
Data Readiness with Responsible Al.

Built on a 3C Architecture (Core, Context,
Coordination).  Persistent has introduced
Software Reinvention Services powered by the
proprietary  SASVA  platform  (integrating
custom-tuned models alongside Anthropic,
OpenAl and open-source LLMs).

Management Call — Highlights

Segmental Performance

= Software, Hi-Tech and Emerging Verticals: Led overall revenue
growth, increasing by 28.4% YoY. Growth was primarily driven by the
launch of the new Software Reinvention Services offering and
execution on major product engineering deals

= BFSI: Grew 16.2% YoY. Demand in this sector is underpinned by
targeted vendor consolidation exercises and legacy modernisation to
make platforms Al-ready

= Healthcare & Life Sciences: Grew 11.9% YoY. While impacted by
client-specific headwinds in previous quarters, the pipeline remains
strong

Geographical Performance

= Revenue growth was led by North America (+22.4% YoY), India
(+20.0%) and RoW (+62.4%), albeit on a smaller base. Europe
declined 8.4% YoY due to two client-specific events — a program
ramp-down following an acquisition and the completion of a fixed-
price project — rather than broad-based regional weakness.

Deal Momentum, Pipeline and Key Wins

= Order Book: TCV stood at USD 633.5 Mn for Q2 (new bookings
contributed USD 367.1 Mn). On a TTM basis, TCV rose 36.3% YoY.
ACV reached USD 481.0 Mn (new bookings contributed USD 262.3
Mn). TTM ACV grew 21.9% YoY.

= Key Wins: The company secured strategic engagements across
Software & Hi-Tech, BFSI and Healthcare, spanning legacy and
mainframe modernisation for a hyperscaler, Al-led core platform
transformation for a US insurer and infrastructure and clinical
application management for a leading US cancer care network.

Nagarro One-time Cost

= Financial Impact: Total one-time transaction cost estimated at ~USD
50 Mn over 3—4 quarters. Q2 incurred USD 19 Mn-USD 20 Mn (INR
1,853.4 Mn), impacting reported PAT margin and EPS by ~3.1%.

Al Strategy

= Strategic Pillars: The management focussed on three core pillars: 1.
Engineering Hyperproductivity, 2. Business Hyperproductivity and 3.
Enterprise Data Readiness with Responsible Al.

= Core Offering & Architecture: Built on a 3C Architecture (Core,
Context, Coordination). Persistent has introduced Software
Reinvention Services powered by the proprietary SASVA platform
(integrating custom-tuned models alongside Anthropic, OpenAl and
open-source LLMs).

= Client Value-creation: Accelerates new product development by
~50%, improves go-to-market speed by >25% and reduces mature
product operating/cloud cost by up to 45%.

Wage Hike

= Headcount increased by 958 QoQ to 29,598 to support large deal
ramp-ups, while utilisation declined 70 bps to 85.8%. TTM attrition
moderated, from 12.3% to 11.9%. Annual wage hike created a net
140 bps EBIT margin headwind, partly offset by lower ESOP cost.

Demand Environment

= The management noted a recent slowdown in client decision-making
amid macroeconomic uncertainty and Middle East tension. Mid-
market Hi-Tech ISVs are early adopters of agentic Al, while BFSI
demand remains stable, driven by cost-optimisation and platform
modernisation
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Sequential Operating Performance %

Q3FY25 Q4FY25 Q1FY26 Q2FY26  Q3FY26 Q4FY26  QIFY27 g

Income Statement 5

Revenues (USD Mn) 360 375 390 406 423 436 452 488 §
Revenues (INR Mn) 30,623 32,421 33,336 35,807 37,782 40,559 43,032 46,639
EBIT (INR Mn) 4,557 5,053 5,178 5,830 6,325 6,592 6,869 6,977
EBIT Margin (%) 14.9 15.6 15.5 16.3 16.7 16.3 16.0 15.0
PAT (INR Mn) 3,730 3,958 4,249 4,715 4,395 5,293 4,831 3,515
Basic EPS (INR) 23.9 25.4 27.2 30.2 27.9 33.4 30.8 22.2

Operating Metrics
Revenue — Geography (%)

North America 80.5 80.5 79.8 79.8 81.5 81.4 791 81.4
Europe 8.2 8.4 9.0 9.3 8.5 8.1 8.5 71
India 9.4 9.3 9.8 9.2 7.8 8.3 9.8 9.2
Rest of the world 1.9 1.8 1.4 1.7 2.2 2.2 2.6 2.3
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Revenue — Industry (%)

BFSI 31.7 32.3 33.9 34.8 35.0 34.5 34.0 33.7
Healthcare & Life Sciences 27.8 26.8 253 25.2 25.4 26.3 25.3 23.5
Software, Hi-Tech & Emerging 40.5 40.9 40.8 40.0 39.6 39.2 40.7 42.8
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Order Book (USD Mn)

Total TCV 594 518 521 609 675 601 1,146 634
New Business TCV 334 329 337 351 369 409 952 367
Total ACV 428 350 385 448 502 445 537 481
New Business ACV 196 198 212 254 256 273 386 262
Employee Metrics

Technical 22,407 23,072 23,787 24,608 25,077 25,849 26,905 27,814
Sales & Business Development 489 485 496 510 520 543 579 603
Others 1,046 1,037 1,057 1,106 1,114 1,110 1,156 1,181
Total Headcount 23,942 24,594 25,340 26,224 26,711 27,502 28,640 29,598
Attrition Rate LTM (%) 12.6 12.9 13.9 13.8 13.5 13.0 12.3 11.9

Source: PSYS, Choice Institutional Equities
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Revenue grew 7.8% QoQ, owing to broad-based growth across 3
verticals Revenue expected to expand at 22.1% CAGR over FY26-29E =
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EBITM declined 100 bps QoQ due to wage hike, lower utilisation

and higher amortisation EBIT anticipated to expand at 26.8% CAGR over FY26-29E
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PAT declined 27.2% QoQ, impacted by INR 1,853 Mn in
Nagarro acquisition-related one-off PAT expected to increase 24.4% CAGR over FY26-29E
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Revenue contribution from Europe declined due to two client- Software, Hi-Tech & Emerging Industries witnessed strong deal 2
specific events momentum (13.3% QoQ growth) =
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Positive net increase of 958 employees; attrition improved Sharp QoQ decline (44.7%) in order bookings and ACV (10.4%),
40 bps to 11.9% with new order intake witnessing a steeper contraction
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Top 5, Top 10 & Top 20 clients’ revenue grew strongly QoQ & YoY PSYS is trading slightly below the Mean, 1-year forward PE band
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Income Statement (Consolidated in INR Mn)

FY25  FY26 FY27E.  FY28E.
Revenue 1,19,387: 1,47,485 1,92,503 2,32,9957
Gross profit 40,647 51,720 67,574 81,671
EBITDA 20,582 27,064 36,829 45,369
Depreciation 3,069 4,030 6,419 6,990
EBIT 17,512 23,035 30,410 38,379
Other income 1,382 1,409 -227 2,173
Interest expense 671 516 263 4,443
PAT 14,001 18,466 24,324 28,939
EPS 91.2 123.0 155.2 184.6

FY27E.

Ratio Analysis

Growth Ratios (%)

Revenues 21.6 23.5 30.5 21.0
EBITDA 19.4 315 36.1 23.2
EBIT 23.8 315 32.0 26.2
Margin Ratios (%)

Gross Profit Margin 17.2 18.4 19.1 19.5
EBITDA Margin 14.7 15.6 15.8 16.5
EBIT Margin 1.7 12.5 12.6 12.4
Profitability (%)

ROE 248 26.1 28.4 28.5
ROIC 28.3 30.0 37.9 45.7
ROCE 224 23.8 19.2 16.9
Financial Leverage

OCF / Net profit (%) 56.2 65.3 80.9 68.8
EV/ EBITDA (x) 43.0 325 235 18.8
BVPS (x) 412.2 511.3 606.5 719.8
Free Cash flow yield(%) 1.0 1.7 2.8 3.0

Source: PSYS, Choice Institutional Equities
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Note: Financial estimate do not incorporate the proposed Nagarro acquisition.
The transaction is expected to close in Q4CY26/Q1CY27 and will be reflected in

our estimate post completion.
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Balance Sheet (Consolidated in INR Mn)

: FY28E
Tangible fixed assets 8,191 9,548 8,129 6,353
Goodwill & intangible assets . 17,993 19,388 18,824 18,048
Investments 3,388 9,146 9,146 9,146
Cash & cash equivalents 10,255 12,183 1,02,424 1,15,928
Other Non-current assets 10,922 13,857 15,034. 16,501
Other Current assets 36,617 49,644 53,731 61,605
Total Assets 87,366 1,13,765 2,07,288 2,27,581
Shareholder's funds 63,191 78,379 92,973 1,10,337
Borrowings - - - -
Lease liabilities 3,109 4,774. 80,774 80,774
Other Non-current liabilities 691 3,148 3,148 3,148
Other Current liabilities 20,375 27,465 30,393 33,322
Total Equity & Liabilities 87,366 1,13,765 2,07,288 2,27,581

Cash Flows (INR Mn) FY28E:
Cash Flows from operations 11,569 17,671 29,808 31,197
Cash Flows from investing (4,345)  (6,099) (5,836) (6,118)
Cash Flows from financing (6,282) (7,482) 66,270 (11,576)

DuPont Analysis FY27E  FY28E
ROE 24.8% 26.1% 28.4%  28.5%
Net Profit Margin 147% 156% 158%  16.5%
Asset Turnover 1.5 1.5 1.2 1.0
Financial Leverage 1.4 1.5 22 21

lyst - INHO00000222 | Email: institutional.equities@

68,541

2,51,434
1,31,682
80,774
3,148
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38,066
(6,455)
(14,230)
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Historical share price chart: Persistent Systems Ltd
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The security is expected to generate upside of 15% or more over the next 12 months

The security is expected to show upside returns from 5% to less than 15% over the next 12 months

The security is expected to show upside or downside returns by 5% to -5% over the next 12 months

The security is expected to show downside of 5% or more over the next 12 months

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

The security is expected to show upside returns from 5% to less than 20% over the next 12 months

The security is expected to show upside or downside returns by 5% to -10% over the next 12 months

The security is expected to show downside of 10% or more over the next 12 months

The stock has no recommendation from the Analyst

The stock is under review by the Analyst and rating may change

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
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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.

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
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