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BB Code TELX IN EQUITY
Face Value (INR) 10.0
52 W High/Low (INR) 9,083/4,601
Mkt Cap (Bn) INR 383.4/ $4.4
Shares o/s (Mn) 62.3
3M Avg. Daily Volume 2,79,748
Change in Estimates
FY26E FY27E
INR Bn New  Old Dev. (%) New  Old Dev. (%)
Revenues 36.9 38.3 (3.6) 40.7 422 (3.4)
GPM (%) 36.6 40.2(361) bps: 39.0 40.9 (188) bps
EBIT 8.0 9.7 (17.5) 99 11.0 (10.7)
EBITM % 21.7 254 (366) bps. 24.2 26.2 (198) bps
EPS 110.4 132.8 (16.8). 133.1 149.6 (11.1)
Actual vs Consensus
INR Bn Q1FY26A BB Est. Dev.%
Revenue 8.9 9.1 (2.0)
EBIT 1.6 1.9 (15.7)
EBITM % 18.0 20.9 (290) bps
PAT 1.4 1.7 (17.6)
Key Financials
INR Bn FY24 FY25  FY26E FY27E FY28E
Revenue 35.5 37.3 36.9 40.7 441
YoY (%) 13.0 5.0 -0.9 10.2 8.3
EBIT 9.5 8.7 8.0 9.9 10.7
EBITM % 26.7 23.3 21.7 24.2 24.2
Adj PAT 7.9 7.8 6.9 8.3 10.2
EPS 1272 126.0 1104 1331 164.4
ROE % 31.6 274 22.4 25.0 28.3
ROCE % 34.0 27.9 24.3 27.7 275
PE(x) 48.3 487 556 461 374
Shareholding Pattern (%)
Mar-25 Dec-24 Sep-24
Promoters 43.91 43.91 43.91
Flls 12.73 13.27 13.65
Dlls 8.54 7.50 7.38
Public 34.82 35.30 35.04
Relative Performance (%)
YTD 3y 2y 1Y
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Big miss on estimates: Rev -2.0%, EBIT -15.7%, PAT -17.6% vs. Consensus

* Revenue for Q1FY26 came at INR 8.9Bn down 1.8% QoQ and 3.7% YoY (vs
Consensus est. at INR 9.1Bn).

+ EBIT for Q1FY26 came at INR 1.6Bn, down 11.2% QoQ and 27.9% YoY (vs
Consensus est. at INR 1.9Bn). EBIT margin was down 193bps QoQ and
610bps YoY to 18.2% (vs Consensus est. at 20.9%).

+ PAT for Q1FY26 stood at INR 1.4Bn, down 16.3% QoQ and 21.6% YoY (vs
Consensus est. at INR 1.7Bn).

Market headwinds persist despite healthy pipeline and new deals: TELX has
reported a muted Q1FY26 with revenue contraction of 3.9% QoQ CC, below our
expectations, driven by continued softness across key verticals. Transportation
segment remained flat amid tariff uncertainties & Chinese competition, impacting
Tier-1 R&D spends, though recent large deal wins & a strong pipeline offer growth
visibility. Media & Communication declined 5.5% due to weak demand environment
& ongoing industry consolidation, with recovery expected in Q2 on deal ramp-ups.
HLS declined 6.7% QoQ due to project pauses amid macro uncertainty, but
management expects H2 growth driven by recent wins, including a European
Pharma major & a Japanese Medtech leader. We believe that near-term growth
remains challenging, however recent large deal wins & a strong pipeline
across Transportation & HLS will provide revenue visibility for recovery from
H2FY26. We remain watchful on execution and ramp-up timelines.

Margins shrink amid weak revenue growth; Attrition rate spikes to 15%: TELX
reported an EBIT margin of 18.2% in Q1FY26, down 190 bps QoQ from 20.1% in
Q4FY25, primarily impacted by weak revenue performance & transition costs
associated with ramping up large consolidation deals. Wage hikes are expected to
roll out in Q3, while the focus is on utilizing all available operational levers to
steadily improve the margin profile as revenues pick up. While management is
confident of margin recovery driven by revenue growth & operational efficiencies,
we expect the improvement likely to be gradual. As a result, we anticipate
FY26 EBIT margin to moderate to ~21.7%, compared to 23.3% in FY25, largely
due to the drag from a soft Q1. Moreover, TELX registered net headcount
reduction of 287 employees in Q1, marking second consecutive quarter of
employee decline. Further, attrition also inched up to 15%, an increase of 170 bps
QoQ. We anticipate modest headcount additions going forward, with
management maintaining a cautious hiring approach given adequate bench
strength & preference for aligning recruitment with tangible demand recovery.

View and Valuation: TELX's performance lagged expectations, with broad-based
weakness across key segments. The stock trades at an extremely expensive PE of
46x on FY27E EPS. Near-term challenges across Automotive and Media &
Communications verticals remain. We expect a pickup in growth toward H2FY26,
with the ramp-up of large deal wins in Auto. TELX’s utilization has been impacted
by significant volume build-up in anticipation of the ramp-up of large deals, which is
likely to be more gradual than expected. We have lowered our estimates by
approximately 3.5% for FY26E and FY27E, and have introduced FY28E
projections. Our revised target price is INR 4,165, which implies a PE multiple of
28x (unchanged) as we roll forward our valuation to H2FY28E earnings. We
maintain a SELL rating due to rich valuations.

Revenues (INR Mn) 8,921

9,265 9,083
Employee Cost 5,957 5,489 8.5 5,917 0.7
Gross Profit (INR Mn) 2,964 3,775 (21.5) 3,166 (6.4)
Gross Margin (%) 33.2 40.7 (752) bps 34.9: (163) bps
Other Cost 1097 1253 (12.4) 1089 0.7
Depreciation 243 271 (10.3) 247 (1.7)
EBIT (INR Mn) 1,624 2,252 (27.9) 1,830 (11.2)
EBIT Margin (%) 18.2 24.3 (610) bps 20.1° (193) bps
Other Income 385 321 19.9 431 (10.7)
Interest 46 49 (6.7) 46 (0.6)
PBT 1963 2524 (22.2) 2214 (11.3)
Tax 520 683 (23.9) 490 6.0
PAT (INR Mn) 1,444 1,841 (21.6) 1,724 (16.3)
Basic EPS (INR) 23.2 29.6 (21.6) 27.7 (16.3)

Source: TELX, Choice Institutional Equities
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Management Call - Highlights

Q1FY26 was challenging across key regions with geopolitical
uncertainty and industry and customer specific issues impacting
R&D spend and deal closures across geographies.

While Al/GenAl is being integrated into offerings like the Neuron
product, its impact on engineering headcount remains limited.
Legal complexities and open-ended liabilities prevent dramatic
reductions, as Al adoption doesn't directly translate to reduced
manpower requirements or simplified deployment at this stage.

Demand patterns are better in Europe and the APAC region
(including Japan and India), while the US market is still slow.

OEMs now contribute 72-75% of revenues, up from 60% a few
quarters ago, reflecting a shift from Tier 1 suppliers. The Tier 1
business faces global challenges, with further decline expected as
OEMs internalize software and shift work to GCCs.

TELX won a multi-million USD Design Digital deal with a US
headquartered global technology leader for a major data and
insights program for next generation Al and product-feature
development.

The company was selected as a strategic partner for Medical
Device Testing & Certification and Regulatory Compliance for a
Cardiovascular portfolio of products.

Company is associating with HAL (Hindustan Aeronautics
Limited), in a foray into aerospace. It has built a capable technical
team dedicated to the vertical. It has also announced strategic
partnerships with NAL. It expects the vertical to see growth
momentum in FY26.

TELX won a strategic deal with a global Pharma and Biotech
leader for a sophisticated and connected device portfolio for
radioactive pharmaceutical infusion for molecular imaging towards
cancer detection.

TELX’s Connected Vehicle Platform selected to power next gen
connected tractor for a Global agri-machinery manufacturer, with
initial deployments planned for Europe.

TELX and Infineon Technologies signed an MoU to jointly develop
EV solutions for India. Leveraging their design and technology
strengths, the partnership aims to accelerate adoption of safe,
cost-efficient, automotive-grade subsystems amid India’s growing
EV market, especially in two- and three-wheelers.
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Sequential Operating Performance %
2QFY24.  3QFY24] 4QFY24. 1QFY25 2QFY25 3QFY25. 4QFY25 1QFY26['-
Income Statement <
Revenues (INR Mn) 8,817 9,142 9,059 9,265 9,551 9,392 9,083 8,921 E
Gross Profit (INR Mn) 3,547 3,739 3,688 3,775 3,808 3,679 3,166 2,964 | O
Gross Margin (%) 40.2 40.9 40.7 40.7 39.9 39.2 34.9 33.2
EBIT (INR Mn) 2,388 2,447 2,337 2,252 2,393 2,206 1,830 1,624
EBIT Margin (%) 27.1 26.8 25.8 24.3 25.1 23.5 20.1 18.2
PAT (INR Mn) 2,002 2,064 1,969 1,841 2,294 1,990 1,724 1,444
Basic EPS (INR) 32.2 33.2 31.6 29.6 36.8 32.0 27.7 23.2

Operating Metrics
Revenue - Geography (%)

Americas 39.6 37.4 36.0 33.7 30.3 30.9 40.3 39.5
Europe 40.0 40.5 40.3 42.2 42.7 40.4 36.0 30.1
India 15.5 16.4 17.3 17.6 18.8 19.4 17.3 19.8
RoW 4.9 5.7 6.4 6.5 8.2 9.3 6.4 10.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Revenue - Segments (%)

Embedded Product Design 86.0 86.0 - 4 4 4 - -
Industrial Design & Visualization 11.3 11.3 h 4 b 4 . 3
Software and Design Service - - 97.2 97.0 97.1 97.5 96.3 97.3
System Integration & Support 2.7 2.7 2.8 3.0 29 2.5 3.7 2.7
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EPD Revenue - Industry (%)

Transportation 46.2 46.5 51.4 52.8 55.7 55.0 53.4 55.8
Media & Communications 38.4 37.8 33.6 33.3 31.8 324 32.4 31.0
Healthcare & Medical Devices 15.4 15.7 141 13.2 11.5 11.8 13.0 12.2
Others - - 0.9 0.7 1.0 0.8 1.2 1.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EPD Revenue - Contract Type (%)

Time & Material 49.7 50.0 52.1 49.1 49.5 48.1 47.9 48.1
Fixed Price 50.3 50.0 47.9 50.9 50.5 51.9 52.1 51.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
EPD Revenue - Effort Mix (%)

Onsite 25.8 25.3 26.3 27.2 25.3 25.8 26.3 26.9
Offshore 74.2 74.7 73.7 72.8 74.7 74.2 73.7 73.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Employee Metrics

Total Headcount 12,871 13,221 13,399 13,142 12,793 12,878 12,414 12,127
Attrition Rate LTM (%) 13.7 12.9 12.4 12.3 12.5 12.4 13.3 15.0

Source: Company, CEBPL
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Decline in revenue growth amid delay in deal ramp-ups

Revenue expected to grow at 5.7% CAGR over FY25-28E
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Income statement (Consolidated in INR Mn) Balance sheet (Consolidated in INR Mn)

Particulars FY24.  FY25.  FY26  FY27E Particulars . FY24  FY25  FY26 FY27E  FY28E

Q1FY26 Results Update

Revenue 35,521 37,291 36,946 40,711 44072 Typgiple fixed assets 1,944 1,557 1,772 2,038 2,344
Gross profit 14,471 14,429 13,523 15877 17,188 & i
P G°°‘i""'" & intangible 2037 1639 1639 1639 1639

EBITDA 10,467 9,729 9,063 10,992 11,899 3SSelS

Depreciation 994 1049 1,027 1140 1,234 'nvestments E : i k i

EBIT 9,472 8,681 8,035 9,852 10,665 Cash & Cash equivalents 13,571 16,064 16,848 18,357 20,390

Other income 1,219 1,793 1,506 1,515 1,763 Other non-current assets 2,521 4,686 4,920 5,166 5,424

Interest expense 203 190 186 204 220 Other current assets 11,796 11,911 12,507 13,132 13,789

PAT 7,925 7,849 6,877 8289 10,236 Total assets 31,870 35,857 37,686 40,332 43,585

EPS 1972 126.0 1104 1331 164.4 Shareholder's funds 25,057 28,600 30,663 33,149 36,220
Borrowings

Ratio Analysis ! b b 3 i
Lease liabilities 2,240 1,923 1,923 1,923 1,923

Growth Ratios (%)
Other non-current

Revenues 13.0 5.0 0.9 10.2 83 o 542 568 511 545 590
liabilities

Gross Profi 6.4 -0.3 -6.3 174 8.3 Other current liabilities 4031 4767 4590 4,715 4,852

EBITDA 8.9 7.0 6.9 213 83  Total equity & liabilities 31,870 35,857 37,686 40,332 43,585

EBIT 7.6 -8.4 7.4 226 8.3 )

Margin Ratios (%) Cash Flows (INR Mn) :

Gross Profit Margin 407 387 366 390 agp Cash Flows From 9592 10359 7,263 9,508 10,356
Operations

EBITDA Margin 29.5 26.1 24.5 27.0 27.00 Cash Flows From

EBIT Margin 26.7 23.3 21.7 24.2 242 Investing (2701)  (3.083) 263 223 223

Profitability (%) Cash Flows From

(4,278)  (4,986) (4,999)  (6,008)  (7,386)

Financing
ROE 31.6 27.4 22.4 25.0 28.3
DuPont Analysi
ROIC 492 422 36.6 415 476 (|;R°n;|l:1) nalysis
ROCE
34.0 2.9 243 a7 275 ROE 31.6% 27.4% 22.4% 25.0% 28.3%
Valuation
Net Profit Margin 22.3% 21.0% 18.6% 20.4% 23.2%
OCF / Net profit (%) 88.5 103.4 69.6 78.7 81.9 ’ ’ ’ ’ ’
Asset Turnover
BVPS (x) 402.3 459.2 492.4 532.3 581.6 11 10 10 10 10
Free Cash flow yield(%) 15 14 21 21 24  Equity Multiplier 1.3 1.3 1.2 1.2 1.2

Source: TELX, Choice Institutional Equities
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Historical share price chart: Tata Elxsi Limited
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SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings
NOT RATED (NR)

Sector View
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The stock has no recommendation from the Analyst
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nor any solicitation or offering of any investment/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein.

These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein.
Recipients of this “Report” should rely on information/data arising out of their own Study/investigations. It is advised to seek independent professional advice and arrive at an
informed trading/investment decision before executing any trades or making any investments. This ‘Report’ has been prepared on the basis of publicly available information,
internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its directors, employees, affiliates or representatives shall not be responsible for, or
warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care has been taken to ensure that the disclosures and
opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect, special, incidental,
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any investments. Past
performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice of their tax advisers
regarding taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’ only. CEBPL does not undertake to advise
you as to any change of our views expressed in this “Report’ may differ on account of differences in research methodology, personal judgment and difference in time horizons for which
recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and associates responsible for any losses, damages of any type whatsoever.
Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject “CEBPL RE” to any
registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for
such purpose(s) is required. Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in
compliance with all applicable laws and regulations of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his
own expense, without any liability to “CEBPL”. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/
research Analyst who is preparing this report.

Disclosures of Interest (Additional):

1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.

2. “CEBPL” its research Analyst, or its associates or relatives of the research analyst affiliates collectively do not hold more than 1 of the securities of the company(ies) covered in
this report as of the end of the month immediately preceding the distribution of the research report.

3. “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.

4.  “CEBPL’, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other
products or services from the company(ies) covered in this report, in the past twelve months.

5. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company
(ies) covered in this report.

7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the research
report.

8.  CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
9. “CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.
Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our

website i.e. https:/choiceindia.com/research-listing
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Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
orin part, is permitted without the CEBPL'’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages which may arise from the use of this research report.
Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADINR) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be
registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. The value of any investment or
income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may
have a positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis
operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given above.
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