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Infosys (INFY) reported overall good Nos above our estimate; Revenue growth
revised upward for FY25 to 3%-4% in constant currency term. Maintained
Operating margin of 20%-22% led by cost optimization. Revenues in CC terms grew
2.5% YoY/ 3.6% QoQ. Dollar-term Revenue growth 3.3% QoQ/2.1% YoY to $4,714
mn above our estimate of $4,650 mn. Reported revenue of INR 39,315 Cr (3.7%
QoQ/+3.6% YoY) above our estimate of INR 38,811 Cr. Vertical and geo
performance: Financial (0.1% USD QoQ YoY), retail (-3.0% YoY), communication
(+5.2% YoY) & Manufacturing (6.4% YoY). North America (-1.2%) while Europe
(8.6%) & India (+18.4% YoY). EBIT margin was up 99bps QoQ/ up by 28bps YoY at
21.1% against our estimates of 20.48%. Attrition improved by 10bps QoQ to
12.7%. Headcount declined by 0.6% QoQ; Utilization ex-trainee improved by 180
bps QoQ to 85.3%. Deal wins at USD 4.1bn vs USD 4.5 bn in Q4FY24 (57.6% being
net new). Active number of clients decreased by 15 QoQ to 1882.

Positive Growth Trends: The company is seeing early signs of recovery, with
notable volume growth and strong performance in financial services after several
quarters. While the sustainability is uncertain, these positive trends give the
company some confidence. Additionally, large deals, both signed and in the
pipeline, contribute to this optimism.

FY25 Strategic Focus: Driving Revenue Growth: In FY25, the company's strategic
focus includes achieving MS gains to drive revenue growth and enhance margins
through Project Maximus. Anticipated tailwinds amounting to 2.2% include benefits
from the normalization of Q4 one-time events (1%), increased utilization and value-
based selling under Project Maximus (0.8%), and improved realization (0.4%). These
gains are tempered by headwinds such as higher variable pay and lease costs
totaling 1.2%. The company remains committed to intensifying Project Maximus
efforts, crucial for margin improvement, contingent on accelerating revenue and
volume growth to optimize the organizational structure.

Valuations

Infosys delivered robust results, raising FY25 revenue growth outlook to 3-4% from
1-3% and maintaining margin guidance at 20-22% in the near term. The focus
includes visible deal wins and the InTech acquisition. Project Maximus aims to
enhance margins in the medium term. Stable pricing persists; US financial services,
particularly in cards, payments, and capital markets, show recovery, while hi-tech
demand remains subdued.

As a result, growth estimates for FY25E-FY27E have been increased by 1.2% and
1.8%, respectively, with a projected margin of 21.2%/21.9%/22.4% for
FY25E/FY26E/FY27E. We value Infosys at a PE of 25x its FY26E EPS of INR 79.6 with
the target price of INR 1,990 per share (earlier TP in INR 1,609 per share). We
maintain our Accumulate rating on the stock.

Exhibit 1: Financial (Consolidated)

Y/E March (INR. In Cr) FY24 FY25E FY26E FY27E
Revenues (USS$ mn) 18,562 19,257 20,112 21,819
Net Revenue 1,53,670 1,64,299 1,76,128 1,89,882
EBIT 31,747 34,831 38,572 42,534
EBIT Margin (%) 20.7% 21.2% 21.9% 22.4%
Net Profit 26,233 27,052 29,921 32,973
EPS (INR) 63.3 65.3 72.3 79.6
P/E (x) 27.8 26.9 243 22.1
ROCE 23.0% 24.0% 24.7% 24.9%

Source: Arihant Research, Company Filings
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Exhibit 2: Q1FY25 - Quarterly Performance (Consolidated)

INR Cr (Consolidated) Q1FY25 Q4FY24 Q1FY24 Q-0-Q Y-0-Y
Revenue (Mn USD) 4,714 4,564 4,617 3.3% 2.1%
Net Revenue 39,315 37,923 37,933 3.7% 3.6%
Cost of Sales 27,177, 26,748 26,382, 1.6% 3.0%
Gross Profit 12,138 11,175 11,551 8.6% 5.1%
S&M and Admin. Expenses 3,850 3,554 3,660 8.3% 5.2%
EBIT 8,288 7,621 7,891 8.8% 5.0%
EBIT margin % 21.1% 20.1% 20.8% 99bps 28bps
Other Income 733 2,619 471 -72.0%| 55.6%
PBT 9,021 10,240 8,362 -11.99% 7.9%
Tax Expense 2,265 2,265 2,417 0.0%| -6.3%
Effective tax rate % 25.1% 22.1% 28.9% 299bps| -380bps|
Reported PAT 6,374 7,975 5,945 -20.1%| 7.2%
MI & Associates -6 -6 -6

Consolidated PAT 6,368 7,969 5,939 -20.1% 7.2%|
Adj PAT Margin % 16.2% 21.0% 15.7% -22.9% 3.5%
EPS (INR) 15.4 19.3 14.4 -20.0% 7.2%

Source: Arihant Research, Company Filings

Includes interest income (pre-tax) of $232 Mn (INR 1,933 Cr) and reversal of net tax provisions amounting to $5 Mn (INR 38 Cr) on account of
orders received under sections 250 & 254 of the Income Tax Act, 1961, from the Income Tax Authorities in India for certain assessment years. This
has resulted in a positive impact on the consolidated Basic and Diluted EPS by approximately $0.06 (INR 4.76) for the quarter ended March 31,
2024

Q1FY25 Concall Highlights
Fiinancial services returned to positive sequential growth after six quarters with 7.9% growth in CC terms.

Deal pipeline continues to remain strong. Signed 8 deals each in retail and communication, 6 in BFSI, 5 in financial services, 4 in
manufacturing, 2 in high tech, and one in life sciences. Region-wise, the company secured 21 large deals in America, 12 in Europe, and 1 in
RoWw.

Companies see early signs of improvement in US BFSI especially with regard to mortgage and payments.

Manufacturing growth was broad-based across geographies and sub-verticals, with vendor consolidation and strong GenAl interest, bolstered
by the In-tech acquisition.

Communications sector growth was led by large deals despite cautious spending, with telcos focusing on digitization and retail clients
prioritizing cost reduction and transformation.

Margin
High interest rates and geopolitical conflicts impact spending, but differentiation in energy transition and integration helps build a strong
pipeline, leading to increased revenue guidance 3-4% revenue growth guidance for FY25 takes into fact that H1FY25 would be better than
H2FY25.

Tailwinds of 2.2%, including 1% from Q1 normalization, 0.8% from project Maximus, and 0.4% from improved realization, partly offset by 1.2%
headwinds from higher variable pay and leave costs.

Clients discretionary tech spending remains weak.
The retail vertical continues to encounter challenges.

Sequential margin improvement was driven by better realization and a focus on operational efficiency.Margin improvements include
optimizing the employee pyramid, better realization, and near-shoring

The timing for the FY25 wage hike decision is yet to be determined.

Gen Al

Continue to invest in Al capabilities, launching Aster to enhance marketing efficiency and training 270,000 employees in Al-powered solutions
for clients. A shift in US financial services demand, with potential transformation programs in tech and increasing enterprise discussions on
generative Al.
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Exhibit 3: Revenue growth revised upward for FY25
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Exhibit 4: Revenue growth revised upward for FY25 to 3%-4% in constant currency
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Exhibit :5 Maintained Operating margin of 20%-22% led by cost optimization
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Exhibit 6: Operating Matrics

Employee Metrics Q1FY23 Q2FY23 Q3FY23  QA4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24  Q1FY25

Employees, period end

[Total Employees (Consolidated) 3,35,186 | 3,45,218 | 3,46,845 | 3,43,234 | 3,36,294 3,28,764 3,22,663 3,17,240 3,15,332
S/W professionals 3,18,447  3,28,146  3,29,296 3,24,816 3,17,611 3,10,375 3,04,590 2,99,814 2,98,123
Sales & Support 16,739 17,072 17,549 18,418 18,683 18,389 18,073 17,426 17,209
Women employees (%) 28.4% 27.1% 24.3% 20.9% 39.5% 39.40% 39.30% 39.30% 39.20%

Voluntary Attrition % (Annualized - IT Services) 28.4%| 27.1% 24.3% 20.9% 17.3% 14.60% 12.90% 12.60% 12.70%

Effort (IT Services and Consulting) Q1FY23 Q2FY23 Q3FY23  Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QI1FY25

Onsite-Offshore Effort Split

Onsite 24.3% 24.4% 24.5% 24.6% 24.7% 24.6% 24.4% 24.2% 23.9%

Offshore 75.7% 75.6% 75.5% 75.4% 75.3% 75.4% 75.6% 75.8% 76.1%

Utilization measures

Including trainees 77.6% 76.6% 77.1% 76.9% 78.9% 80.4%| 81.7% 82.0% 83.9%
Excluding trainees 84.7% 83.6% 81.6% 80.0% 81.1% 81.8% 82.7% 83.5% 85.3%
Revenues by client geography Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QI1FY25
North America 61.8% 62.5% 62.0% 61.0% 60.8% 61.1% 59.0% 59.6% 58.9%
Europe 25.0% 24.7% 25.8% 27.0% 26.8% 26.5% 28.2% 28.6% 28.4%
ROW 10.6% 9.9% 9.8% 9.4% 9.7% 9.6% 10.4% 9.6% 9.6%
India 2.6% 2.9% 2.4% 2.6% 2.7% 2.8% 2.4% 2.2% 3.1%
Total 100.0% 100.0% 100.0%  100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Financial Services 30.60% 30.50% 29.30%  28.90% 28.10% 27.50% 27.80% 26.40% 27.50%
Retail 14.50% 14.20% 14.30%  14.80% 14.50% 15.20% 14.60% 14.30% 13.80%
Communication 13.00% 12.30% 12.30%  11.80% 11.70% 11.40% 11.40% 12.30% 12.10%
Energy, Utilities, Resources and Servcies 12.40% 12.30% 13.00%  12.90% 12.90% 12.70% 13.20% 13.40% 13.30%
Manufacturing 12.10% 12.80% 13.30%  13.50% 14.10% 14.30% 14.90% 14.70% 14.70%
Hi Tech 8.20% 8.20% 8.10% 8.00% 8.10% 7.80% 7.70% 8.70% 8.00%
Life Sciences 6.50% 6.70% 7.00% 7.20% 7.20%) 7.80% 7.60% 7.30% 7.30%
Others 2.70% 3.00% 2.70% 2.90% 3.40% 3.30% 2.80% 2.90% 3.30%
Total 100.0% 100.0% 100.0%  100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Client Data Q1FY23  Q2FY23E Q3FY23  Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 QI1FY25

Number of Clients

Active 1778 1779 1850 1872 1883 1884 1872 1882 1867

Added during the period (gross) 106 103 134 115 99 100 88 98 87

Number of mn dollar clients*

$1mn 877 895 912 922 940 951 944 959 987
$10 mn 278 281 294 298 312 312 308 315 309
$50 mn 69 77 79 75 79 80 82 83 84
$100 mn 38 39 38 41 38 39 40 49 49
Client contribution to revenues
Top 5 clients 13.00% 12.60% 13.10%  13.00% 13.40% 13.30% 13.40% 13.60% 13.50%
Top 10 clients 20.80% 20.20% 20.50%  20.10% 20.40% 19.90% 20.00% 20.40% 20.90%
[Top 25 clients 36.30% 35.30% 35.30%  34.70% 34.60% 34.10% 33.70% 34.30% 34.90%
Days Sales Outstanding 63| 65) 68 62 63| 67, 72 71 72

Source: Arihant Research, Company Filings
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Key Financials

Profit & Loss Statement (Consolidated)

Particulars (INR Cr) FY24 FY25E FY26E FY27E
Revenues (US$ mn) 18,562 19,257 20,112 21,819
Growth (%) 2.1% 3.7% 4.4% 8.5%
Income 1,53,670 1,64,299 1,76,128 1,89,882
Growth (%) 4.7% 6.9% 7.2% 7.8%
Software development expenses 1,07,413 1,10,902 1,18,887 1,27,411
Gross Profit 46,257 53,397 57,242 62,471
Sales and development expenses 6,973 9,529 9,687 10,254
General and administrative expenses 7,537 9,036 8,983 9,684
EBIT 31,747 34,831 38,572 42,534
EBIT Margin (%) 20.66% 21.20% 21.90% 22.40%
Finance Cost (Lease expense) 470 215 216 217
Other Income 4,711 2,300 2,466 2,658
Provision for investment/ Shares profit / (Loss)

PBT 35,988 36,916 40,822 44,975
Tax 9,740 9,783 10,818 11,918
PAT 26,248 27,134 30,004 33,057
Adjusted PAT 26,233 27,052 29,921 32,973
Growth (%) 8.9% 3.1% 10.6% 10.2%
Adjusted EPS 63.3 65.3 72.3 79.6

Balance Sheet (Consolidated)
Particulars (INR Cr) FY24 FY25E FY26E FY27E

Shareholder's Funds

Share Capital 2,071 2,070 2,070 2,071
Reserves & Surplus 86,390 93,811 1,03,847 1,16,679
Net Worth 88,461 95,881 1,05,917 1,18,750
Total Non Current Liabilities 10,559 8,569 8,726 8,907
Total Current Liabilities 38,794 40,498 41,260 43,356
Total Liabilities 1,37,814 1,44,949 1,55,902 1,71,014
Net Block 21,070 27,050 33,462 40,373
Capital Work-in-Progress 293 293 293 293
Total Non Current Assets 48,382 54,942 60,661 66,936
Cash and bank balance 14,786 19,402 20,718 22,106
Total Current Assets 89,432 90,007 95,241 1,04,077
Total Assets 1,37,814 1,44,949 1,55,902 1,71,014

Source: Arihant Research, Company Filings
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Key Financials

Cash Flow Statement (Consolidated)

Particulars (INR Cr) FY23 FY24 FY25E FY26E FY27E
PAT 24,108 26,248 27,134 30,004 33,057
Add:- Depreciation & Others 4,225 4,678 3,286 3,523 3,798
Change in Working Capital -6,344 -5,082 6,031 2,447 6,655
Cash generated from operations 31,261 34,441 37,985 37,421 44,870
Taxes paid -8,794 -9,231 -9,783 -10,818 -11,918
Cash flow from operating activities 22,467 25,210 28,202 26,604 32,952
Purchase of FA and Capex -2,579 -2,201 -5,980 -6,411 -6,912
Others 1,370.00 - 2,808.00 - 3512 - 3312 - 31.12
Cash flow from investing activities -1,209 -5,009 -6,016 -6,444 -6,943
Other fin. Activities - - - - -
Dividend paid, including div. tax -13,631 -14,692 -23,094 -23,394 -23,694
Cash flow from financing activities -26,695 -17,504 -17,486 -18,760 -24,537
Exchange Fluctuations 138 -84 -84 -84 -84
Net Cash Flow -5,437 2,697 4,700 1,399 1,472
Opening Cash balance 17,472 12,173 14,786 19,402 20,718
Closing Cash balance 12,173 14,786 19,402 20,718 22,106

Key Ratios (Consolidated)

Particulars FY23 FY24 FY25E FY26E FY27E
EPS (INR) 58.2 63.3 65.3 723 79.6
Book Value 183.2 213.6 231.6 255.8 286.7
DPS 17.5 46.0 50.0 50.0 50.0
Payout % 57% 56% 85% 78% 72%
Dividend Yield % 1.2 2.6 2.8 2.8 2.8
P/E 24.4 27.8 26.9 24.3 22.1
EBIT Margin (%) 21.1% 20.7% 21.2% 21.9% 22.4%
EBIT Margin 18.2% 17.6% 19.2% 19.9% 20.4%
PBT Margin 22.7% 23.4% 22.5% 23.2% 23.7%
Adjusted PAT Margin 16.4% 17.1% 16.5% 17.0% 17.4%
Debt/Equity 0.1 0.1 0.1 0.1 0.1
Current Ratio 1.8 2.3 2.2 2.3 2.4
ROE 31.8% 29.7% 28.2% 28.2% 27.8%
ROCE 24.6% 23.0% 24.0% 24.7% 24.9%

Source: Arihant Research, Company Filings
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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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