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LARSEN & TOUBRO INFOTECH LIMITED 6" July, 2016

Rating: Company & Business Profile
Larsen & Toubro InfoTech Ltd. (LTIL) is one of India’s global IT services and solutions

IPO NOTE

companies. In 2015, NASSCOM ranked it as the Sixth largest Indian IT services
+* | +* +* company in terms of export revenues. Its Clients comprise some of the world’s
largest and well-known organizations, including 49 of the Fortune Global 500
Companies.
Issue Summary: LTIL offers an extensive range of IT services to clients in diverse industries such as

banking and financial services, insurance, energy and process, consumer packaged
goods, retail and pharmaceuticals, media and entertainment, hi-tech and consumer
Price band (Rs) 705-711 electronics and automotive and aerospace. The services include application
development, maintenance and outsourcing, enterprise solutions, infrastructure
management services, testing, digital solutions and platform-based solutions.

Face Value (Rs) 1

th

Opens 11~ July, 2016 LTIL is among the few IT service providers that are part of a diversified business

Closes 13th July, 2016 conglomerate. It gets benefit from the expertise and experience of the L&T group in
verticals such as hydrocarbons, heavy engineering, oil and gas and automotive and

Issue Size (Rs) 1242.50 Cr aerospace. This provides the benefit of strong domain experience and

Listing BSE, NSE underst.andlng of businesses that operate in these verticals and differentiates from
competitors.

Issue Break Up: Objects of the Issue:

The objects of the Offer are to achieve the benefits of listing the Equity Shares on the

Stock Exchanges and to carry out the Offer for Sale. The Company believes that the

QIB portion 50% listing of the Equity Shares will enhance its brand name and provide liquidity to the

existing shareholders. Listing will also provide a public market for the Equity Shares in

India. The main purpose of the IPO is to give autonomy and freedom to the company to

Retail portion 35% chart its own destiny. The fund will be utilized to build up expertise in the domain
technology through cloud, digital, loT etc.

NIB portion 15%

Book Running Lead Managers: Business Model:

LTIL caters various service offerings with industry specific experience to provide
services to clients engaged in various business verticals. The following table
presents the percentage contribution of various business verticals to revenue from
continuing operation for FY16 and FY15.

> Citigroup Global Markets India
Pvt. Ltd.

» Kotak Mahindra Capital
Company Ltd.

Business Verticals FY16 FY15
Banking and financial services 26.3% 27.1%

> ICICI Securities Ltd. Insurance 20.7% 20.0%
Energy and process 12.7% 16.2%
Consumer packaged goods, retail and pharmaceuticals 9.3% 9.3%

Registrar Hi-Tech and Consumer Electronics 5.2% 6.9%

Automotive and Aerospace 6.8% 5.7%
Media and Entertainment 6.2% 5.4%

» Link Intime India Pvt. Ltd. Others™ 12.8% 9-4%
Total 100% 100%
*include plant and equipments, engineering and construction and travel and
logistics
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Segmental reporting of revenues on the basis of the geographical location of the customers is as under:

Geographic spread

B North america ™ Europe Asia Pacific India Rest of the world

Investment Positives:

e Company intends to continue building long-term sustainable business relationships with existing clients to
generate greater revenues.
e Company enjoys 60% of the market share in IT space. (source: company’s management.)

e Company enjoys a clear advantage over its competitors as IT infrastructure is created using the resources
offered by the entire group.
e Company has achieved increase in employee utilization from 71.6% to 73.8% in current financial year.

Financial Highlights:

e Revenue has been growing at 17% long term CAGR.
e Profit after Tax has been growing at 18.2% CAGR.

e Return on Net worth stands at 44.5%.
e 95% of revenues are from overseas clients.

Concern:

e Intense competition in the market for technology services could affect pricing, which could reduce share of
business from clients and decrease our revenues and profitability.
e Exchange rate fluctuations in various currencies in which business could negatively impact company’s business.

e Major revenue depends to a large extent on a limited number of clients, and revenue could decline if company
lose a major client.

e Company has paid good dividend in last financial year. In future, dividend will depend on cash requirements by
the company.
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Outlook & Valuations:

IPO Note

e The issue has been offered in a price band of Rs 705-711 per equity share. At the upper price band the stock is

available at P/E of 12.6 (x) based on FY16 financials. Industry composite PE for the company stands at 17.6 (x).
However, the RoE for the stock is 49.52% for FY16. We have “4 star” rating for the issue.

Financials (Rs. in Crs):

Description
Total Income
PBIDT

PBIT

PBT

PAT

Net Worth
Total Debt
Cash and Bank balance
RONW (%)
PBIDTM(%)

PATM(%)

Generating Wealth. Satisfying Investors.

Mar-16

6,143

1,332

1,158

1,147

922

2,023

203

46%

22%

15%

Source: Ace Equity, Arihant Research

Mar-15

5,070

1,096

937

927

761

2,026

14

201

38%

22%

15%

Mar-14

4,837

1,063

885

854

689

1,611

27

159

43%

22%

14%
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Disclaimer:
This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of

any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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