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Analyst Meet highlights  

To regain the bellwether status by FY2017  

In June 2013, Mr. Narayana Murthy had outlined guidelines for the company to

return to industry leading growth. The company has reinforced the same and is

confident of its strategy of achieving the objective of industry leading growth

(around 15-18%) in the medium to long term with 25-28% EBIT margins. That

would imply attaining the results by FY2017. However, a detailed plan for the

same in terms of investments required to bring about this transition, is expected to

be outlined only in April 2015. One of the key levers of the same will be

employee productivity which stands at 75.2% as of 2QFY2015, leaving scope of

improvement.  

Apart from organic growth, in terms of acquisition, the key focus of the company

is on small innovative companies rather than acquiring scale in yesterday’s

technologies. Segments in which the company will be looking to acquire

include-Artificial Intelligence, Automation, Internet of Things, Collaboration and

Design.  

FY2015 guidance maintained  

For FY2015, the sales guidance of a USD growth of 7-9% is maintained, with EBIT

margins expected to be around the 25% (+/-1%) level. Amongst the verticals,

continued weakness was seen in retail, telecom and life sciences during

2QFY2015. Manufacturing, which has been among the faster growing verticals of

the company, has seen healthy growth thus far, while sub-segments like

Aerospace and Mining are witnessing some pressure. Apart from manufacturing,

the company has witnessed some pressure around spending in Retail towards the

end of last quarter (2QFY2015), on back of troubled profitability in the industry.

While the company expected the pressure to ease, however it has not witnessed

any pick up in the same. Further, due to decline in global commodity prices,

energy and utilities and mining have been soft.  

Going forward, for 2015, the company said that early indications suggest that

client budgets will be the same or marginally lower as the current year.  

Addressing Attrition 

The company has been actively seeking to address the high attrition rates (which

stood at 20.1% in 2QFY2015) within the company, and expects it to come down

in the future. The same is expected to be achieved by changing the structure of

employee compensation which would include increasing the component of fixed

pay in the overall compensation.  
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Outlook and valuation 

Going forward, the company has maintained its future USD revenue growth 
guidance for FY2015 at 7-9% and EBIT margins to be sustained at 25-26% band. 
Over the medium term, the company has guided towards moving into a trajectory 
of 15-18% growth rates with EBIT margins of 26-28%. For FY2014-16E, the 
company is expected to post a sales and EPS CAGR of 10.8% and 11.3%, 
respectively. On the valuation front, the stock trades at a PE of 17.9x FY2016E 
earnings, ie. at a discount to its peer like TCS, which we believe can narrow down 
once the growth picks up. Given the profitability and growth outlook of the 
company, we recommend a Buy on the stock with a price target of `2,417. 

Key financials (Consolidated, IFRS) 
Y/E March (` cr) FY2013 FY2014 FY2015E FY2016E

Net sales    40,352     50,133      55,347     61,546 

% chg 19.6 24.2 10.4 11.2

Adj. net profit      9,421     10,867      12,204     13,465 

% chg 13.3 15.4 12.3 10.3

EBITDA margin (%) 28.6 27.2 27.3 27.8

EPS (`) 164.9 186.4 106.7 117.7

P/E (x) 12.8 11.3 19.7 17.9

P/BV (x) 3.0 2.5 2.2 1.9

RoE (%) 23.7 22.9 22.0 20.8

RoCE (%) 22.5 21.5 20.5 20.1

EV/Sales (x) 5.3 4.2 3.6 3.2

EV/EBITDA (x) 18.6 15.3 13.3 11.3
 

Source: Company, Angel Research; Note: CMP as of December 4, 2014 
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DISCLAIMER 

This document is solely for the personal information of the recipient, and must not be singularly used as the basis of any investment 
decision. Nothing in this document should be construed as investment or financial advice. Each recipient of this document should 
make such investigations as they deem necessary to arrive at an independent evaluation of an investment in the securities of the 
companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine 
the merits and risks of such an investment. 

Angel Broking Pvt. Limited, its affiliates, directors, its proprietary trading and investment businesses may, from time to time, make 
investment decisions that are inconsistent with or contradictory to the recommendations expressed herein. The views contained in this 
document are those of the analyst, and the company may or may not subscribe to all the views expressed within.  

Reports based on technical and derivative analysis center on studying charts of a stock's price movement, outstanding positions and 
trading volume, as opposed to focusing on a company's fundamentals and, as such, may not match with a report on a company's 
fundamentals. 

The information in this document has been printed on the basis of publicly available information, internal data and other reliable 
sources believed to be true, but we do not represent that it is accurate or complete and it should not be relied on as such, as this 
document is for general guidance only. Angel Broking Pvt. Limited or any of its affiliates/ group companies shall not be in any way 
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. 
Angel Broking Pvt. Limited has not independently verified all the information contained within this document. Accordingly, we cannot 
testify, nor make any representation or warranty, express or implied, to the accuracy, contents or data contained within this document. 
While Angel Broking Pvt. Limited endeavours to update on a reasonable basis the information discussed in this material, there may be 
regulatory, compliance, or other reasons that prevent us from doing so. 

This document is being supplied to you solely for your information, and its contents, information or data may not be reproduced, 
redistributed or passed on, directly or indirectly. 

Angel Broking Pvt. Limited and its affiliates may seek to provide or have engaged in providing corporate finance, investment banking 
or other advisory services in a merger or specific transaction to the companies referred to in this report, as on the date of this report or 
in the past.  

Neither Angel Broking Pvt. Limited, nor its directors, employees or affiliates shall be liable for any loss or damage that may arise from 
or in connection with the use of this information.  

Note: Please refer to the important `Stock Holding Disclosure' report on the Angel website (Research Section). Also, please refer to the 
latest update on respective stocks for the disclosure status in respect of those stocks. Angel Broking Pvt. Limited and its affiliates may 
have investment positions in the stocks recommended in this report. 

Disclosure of Interest Statement  Infosys 

1. Analyst ownership of the stock No 

2. Angel and its Group companies ownership of the stock No 

3. Angel and its Group companies' Directors ownership of the stock No 

4. Broking relationship with company covered No 

Ratings (Returns):  Buy (> 15%) Accumulate (5% to 15%)  Neutral (-5 to 5%)
  Reduce (-5% to -15%) Sell (< -15%)   

Note: We have not considered any Exposure below ` 1 lakh for Angel, its Group companies and Directors 
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