
Generating Wealth. Satisfying Investors.

CMP:               Rs.143

Target Price:                               Rs.160

Recommendation:                           HOLD

Stock Info
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Market Info
Market Capital Rs. 2,793 cr
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Domestic Institutions 30.5
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Performance was in line with expectation:
KPIT performance during the quarter was steady performance. KPIT has reported 
consolidated net profit of Rs.56.18 crore for the quarter ended September 30, 2017, 
registering Improvement of 2.0% qoq, but de-growth of 23.8% yoy. The company’s 
revenue stood at Rs. 830.98 crore, Inclining 3.5% qoq and grew by 2.2% yoy. Its 
consolidated Operating profit margin for the current quarter at 11.00% expanded by 34
bps qoq but contracted by 302 bps yoy.

Geographical growth:
In terms of geography, US Inclined by 2.62% while Europe decreased by 9.11% and in rest 
of the world increased by 14.49% on year on year basis. Revenue from the US market grew 
3.08% while revenue from Europe declined by 8.80% and the rest of the world by  21.19% 
on a Q-o-Q basis.

Operating profits depressed by 20% on YoY: 
Company has recorded an operating profit of Rs 91 cr, up by 6.8 % on QoQ and down by 
20% YoY, PAT reported during the quarter was Rs. 56cr. Management’s focus currently, is 
in investment phase in Products & Platforms business and hence the EBITDA in that 
business is negative which has an overall impact of around 150 bps on the company level 
EBITDA.

Quick Summary
 Business can be broadly divided into two buckets – Services and Solutions Business 

(S&S) which is ~ 95% of the total business with with a EBITDA of 12.5% and Products 
and Platforms (P&P) which is ~ 5% of the total business with current quarter EBITDA 
of (25%).

 The S&S business can be further divided into engineering (~ 35% of the S&S business) 
has an EBITDA margin of 20% and Business IT (~ 65% of the S&S Business) which 
operates at an EBITDA of 10%.

 If we further look into the Business IT revenues, then Digital Revenues are ~23% of 
the Business IT revenues whereas annuity revenues constitute ~45% of the business 
IT revenues.

 The Overall Company EBITDA at 11% is after write off of R&D investments to the P&L 
to the tune of 0.8% of the total revenue.

Outlook:
Management focuses more on growth and investing in right areas for increasing in the 
pace of growth. We believe most of these actions will be completed within next couple of 
years. We have valued stock at P/E(x) of 12x to its FY18E earnings and have arrived at fair 
value of Rs 160 per share. At CMP Rs 143 stock trades at 11 (x) its FY18E earnings. We have 
‘HOLD’ rating on the stock.
Financials:

Y/E March (Rs. In Crore) FY15 FY16 FY17E FY18E
Net Revenue 2990 3224 3469 3664
Growth % 11 8 8 6
EBIDTA 325 435 403 422
EBIDTA Margin 10.9% 13.5% 11.6% 11.5%
Net Profit 237 282 250 262
Growth % -0.9% 18.8% -11.1% 4.8%
EPS 12.5 14.7 12.7 13.3
P/E 15.1 10.0 11.1 10.6

Margins under Pressure!                                                      20th october, 2016

Result Update-Q2FY17
KPIT Technologies

Source: Company data, Arihant Research
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Quarterly Results:

Rs. In Crores

Net Sa les

Tota l  Expenditure

EBITDA

Depreciation

Interest

Other Income

PBT

Ta x

Net Profi t

EPS

EBITDA Margi n(%)

Net Profi t Margi n

Q2FY17 Q1FY17 QoQ%

831 803 3.5%

740 718

91 86 6.8%

20 19

1 6

5 12

75 73 3.1%

19 18

56 55 2.0%

2.93 2.87 2.1%

11.0% 10.7%

6.8% 6.9%

Financials (Consolidated)

Source: Company data, Arihant Research

2

Sector –IT

Q2FY16 YoY%

3.5% 813 2.2%

699

6.8% 114 -20.0%

17

5

8

3.1% 100 -25%

27

2.0% 74 -24%

2.1% 3.9 -24%

14.0%

9.1%
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Particulars (Rs. In Crore) FY15 FY16 FY17E

Total Revenue 2990 3224 3469

Growth % 11 8

Total Operating Expenses 2664 2789 3066

EBIDTA 325 435 403

EBIDTA Margin 10.9% 13.5% 11.6%

Depriciation 85 69

EBIT 240 366 330

Interest 26 15

Other Income 35 25

Extraordinary item 0 11

PBT 248 364 347

Tax 11 83

Net Profit 237 282 250

Change % -1% 19% -11%

EPS 12.5 14.7 12.7

Particulars (Rs. In Crore) FY15 FY16 FY17E

Shareholder's funds

Share Capital 38 38

Reserves & Surplus 1258 1343 1567

Total 1296 1381 1605

Minority Interest 0 0

Total Non Current Liabilities 120 219 241

Total Current Liabilities 854 596 616

Total Liabilities 2270 2195 2462

Net Block 229 282 320

Capital Work-in-Progress 3 3

Goodwill on consolidation 509 402 362

Total Non Current Assets 955 917 1145

Cash and bank balance 364 395 355

Total Current Assets 1315 1278 1317

Total Assets 2270 2195 2462

Balance Sheet 

Profit and Loss statement
FY17E FY18E Particulars (Rs. In Crore) 

3469 3664 Profit before taxes

8 6 Add:- Depriciation

3066 3242 Change in Working Capital

403 422 Others

11.6% 11.5% Cash generated from operations

73 77 Taxes paid

330 345 Net cash flow from operating activities

14 15 Purchase of fixed assets

31 34 Others

0 0 Net cash flow from investing activities

347 364 Inc/ (Dec) in Equity Capital

97 102 Inc/(dec) in Secured loan Fund

250 262 Dividend & Dividend tax

-11% 5% Others

12.7 13.3 Net cash used in financing activities

Exchange Difference

Net Cash Flow

Closing Cash balance

FY17E FY18E Particulars 

EPS

38 38 Book Value

1567 1802 DPS

1605 1840 Payout %

0 0 Dividend Yield %

241 270 P/E

616 580 EBIDTA Margin

2462 2691 PBT Margin

PAT Margin

320 360 Debt/Equity 

2 2 Current Ratio

362 326 ROE

1145 1260 ROCE

355 312

1317 1431

2462 2691

Key Ratios

Cash Flow Statement
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FY15 FY16 FY17E FY18E

248 364 347 364

85 69 73 77

17 -15 -17 -15

17 -82 -62 -74

367 336 341 353

-78 -83 -97 -102

289 253 244 251

-91 -121 -110 -117

-21 -123 -98 -112

-112 -245 -208 -229

14 16 17 19

-10 33 -68 -27

-24 -25 -25 -26

-20 0 0 -30

-40 23 -76 -64

-1 0 0 0

136 32 -40 -43

364 395 355 312

FY15 FY16 FY17E FY18E

12.5 14.7 12.7 13.3

65.9 70.0 81.4 93.3

1.1 1.1 1.1 1.1

8.8 7.5 8.7 8.3

0.6 0.6 0.6 0.6

15.1 10.0 11.1 10.6

11% 14% 12% 12%

8% 11% 10% 10%

8% 9% 7% 7%

0.3 0.2 0.2 0.1

1.5 2.1 2.1 2.5

18.3 20.4 15.6 14.2

18.5 26.5 20.6 18.8

Key Ratios

Cash Flow Statement
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Stock Rating Scale
Absolute Return

BUY >20%
ACCUMULATE 12% to 20%
HOLD
NEUTRAL

5% to 12%
-5% to 5%

REDUCE <-5%
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