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Salil Parekh  

Good afternoon, we are pleased to share with you our results for the first quarter of fiscal 

2019. We are delighted that our strategic focus on scaling Agile Digital and energizing our 

core services with automation and AI is resonating strongly with our clients and also our 

approach to enhance the skills of our employees and our actions on localization in the 

markets we operate in. Our digital revenue has grown by 25.6% YoY in constant currency to 

reach US $803 mn for the quarter, which is a QoQ growth of 8% in constant currency. Our 

total digital revenue is at 28.4% of our business in Q1. Our overall revenue has grown by 6% 

YoY and 2.3% QoQ in constant currency. Our operating margin was at 23.7%. 

We had US $1.1 bn of large deals in Q1 of which 40% were in financial services. Our $100 

mn+ clients increased by 4 clients to a total of 24 clients, they are now over US $100 mn 

revenue in a trailing 12-month basis. Overall, we see a good demand environment across the 

US, Europe and Asia Pacific. In terms of sector demand, we see strength in energy, utilities, 

retail, insurance and manufacturing. In our Agile Digital business we see especially strong 

traction for the work we are doing in Cloud, in Data and Analytics, in IoT and in the area of 

experience. 

Our two recent acquisitions Brilliant Basics in the UK and WongDoody in the US are helping 

us expand our portfolio in the experience area and are already starting to have an impact 

across our client base. We see continuing traction of our automation approach and our 

artificial intelligence platform NIA within our core services business. Our approach to 

progressively move our employees onto an agile platform is seeing good traction. In our 

localization program, we have launched a new 75-acre campus in Indiana in the US and now 

planning four other locations in the US, six in Europe and three in Australia. 

With a strong foundation of delivery, the focus on Agile Digital and AI powered core 

services, we are now expanding our sales and go to market teams. With that, I feel we have a 

stable start to the year and are executing on our strategy and a three-year transformation 

program. Let me now hand you over to Ranga, our CFO. 

Pravin Rao 
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Good afternoon. We had a very broad based financial performance on multiple fronts. Let me 

talk about some keys financial indicators. First of all, the operating margin. I am happy to 

inform you that it is the 23.7%, pretty much near the higher end of the guidance that we gave 

in the beginning of the year, which was 22% to 24%. Our return-on-equity expanded and it 

crossed 25% at 25.5%, it is a high in several years primarily on account of an efficient capital 

management including the capital allocation policy that the company successfully executed 

during the year. Third, our free cash flow jumped over 30% sequentially to $552 mn that is 

very healthy. Fourth of course the EPS grew YoY 3.9%. One of the other key indicators that 

we watch as we execute our digital journey is per capita revenue that is revenue per employee 

that further increased for 12 quarters in a row on the back of productivity improvement, 

automation and also larger share of digital services. 

During the quarter as part of the capital allocation policy, we declared the final dividend. It 

was paid off to investors and it amounted to 70% of the free cash flow as per the capital 

allocation policy. As you know as per the new policy that was announced in April 2018, 

special dividend of $400 mn was paid out and an additional $1.6 bn was identified by the 

board to be distributed for fiscal 2019 in a method and a manner to be decided by the Board. 

So overall we had on multiple fronts a very broad-based financial performance. 

Fatima Karan 

Thank you very much for that. My name is Fatima Karan and I from Business Television 

India. I would like to show off about the about the fact that I have gotten the luckiest first 

draw in terms of the questions. Thank you for what you have just told us. The key question 

really I think just really expands on what you have said behind those numbers. You have 

maintained your guidance and investors and analysts will be looking at the fact that there has 

not been an upward revision. Your numbers of course are stable, so what exactly are you 

projecting in terms of your trajectory, if one has to describe it. The question would be is there 

some kind of uncertainty that you are projecting there or what is that you are telling us? And 

secondly of course, yours is very much cash generating company, buybacks would be 

something that would be an obvious choice, bonus is mainly something that is used for the 

balance sheet. So just give us a little more in terms of what you have announced there and 

how would like you to explain it? 
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M.D. Ranganath 

Clearly on the revenue and the margin guidance, I hope you are looking at the both. Let me 

look at the operating margin guidance. We gave at the beginning of the year 22% to 24% and 

we also said, we will be making certain gradual investments to leverage the digital 

opportunities and we have been able to make that. So the first quarter we closed at 23.7% 

pretty much near the higher end of our guidance. During the year we will continue to focus 

on both the operational efficiencies as well as the investments that we need to make hand-in-

hand. 

Coming to the revenue guidance, we stated in the beginning of the year 6% to 8% in constant 

currency. It was based on the visibility and the momentum that we saw both in terms of the 

pipeline as well as multiple sectoral trajectory that we see. We have delivered 2.3% QoQ and 

on YoY it is 6% in constant currency and we have continued to reiterate our guidance of 6%-

8%. The deal wins after seven quarters, has crossed $1 bn of which again 40% is from 

Financial Services. We continue to execute our strategy during the course of the year. Let us 

see one more quarter how it goes and we will continue to focus on that. 

Coming back to the capital allocation policy, as you know last year including the buyback of 

$2 bn we returned $3.7 bn back to the shareholders. This year again the Board has approved 

up to 70% free cash flow to be returned and additionally $2 bn to be returned to the 

shareholders over and above 70%. Out of that $2 bn, $400 mn we have already paid back in 

June by way of a special dividend, balance $1.6 bn we will be looking at returning in a 

method and mechanism to be decided by the Board. 

Kritika Saxena 

My first question to Salil. The Financial Services business has been a bit of concern across 

the industry. This time around, the growth is flattish on a constant currency basis. What is 

your view in terms of the uptick that you are seeing? Are you expecting a rebound in the 

Financial Services vertical any time soon, if yes can you give us a timeline. Of the $1 bn 

large deal when you say 40% is from financial services, so will we see that traction coming in 

by the second quarter? I will ask the other questions one by one? 
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Salil Parekh 

Our Financial Services business sees a very strong demand today. In the large deals won, 

40% of our large deals came from Financial Services. Those naturally will transition into 

revenue generating businesses for us over the course of the next few quarters. In many of the 

areas, for example in our core services, in digital, in specialized areas within Financial 

Services we see good traction. We see good traction again starting to come in the US market 

place within the banking and the insurance business. Especially in the insurance area we see 

strong activity. Our outlook on Financial Services remains positive and we see that this is the 

foundation of the business we are driving. 

Kritika Saxena 

Okay, but in the coming quarters you are expecting a rebound there? 

Salil Parekh 

We are seeing a strong demand. 

Kritika Saxena 

Ranga as far as your margins are concerned, the fact of the matter is that there is weakness in 

the rupee. Are you confident that you will be able to stay at the higher end of the guidance 

through the year? Any chance of revision mid quarter and another clarification that I wanted 

was, the Panaya fair value has reduced by about Rs.270 crores, so last quarter you have taken 

an impairment charge of Rs.118 crores, could you clarify on that point? 

M.D. Ranganath 

Sure. Coming to the margin, as I said we indicated the band of 22% to 24%. Yes in the first 

quarter we had 23.7%. Yes, rupee did benefit. At the same time we also rolled off the 

compensation hikes and we also had certain investments as we had outlined. I think it takes 

into account all those factors. The fact is that in the balance three quarters, we will continue 

to focus on operational efficiency as well as the investments hand-in-hand. If you look at this 

quarter it was not just the rupee, rupee was of course one element, look at the utilization as 

well as the onsite mix that itself gave us 40 basis point’s advantage. In addition the rupee 
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helped about 100-basis points and at the same time compensation impact of 100-basis points 

kind of negated the rupee impact. Overall the operating margin of 23.7% first quarter, it is a 

reflection of both investments as well as the operational efficiency pieces that we have done. 

The investments are gradual in nature as we outlined in the beginning and in the balance three 

quarters we will gradually make those investments to leverage the opportunities there clearly. 

Coming to the Panaya, as you know in March 2018 based on the strategic review of our entire 

portfolio, we had identified that in case of both Panaya and Skava we would explore sale and 

we started negotiations during this quarter. Based on the progress that we have made at this 

juncture, based on our judgment at this stage we have taken a reduction in fair value by $39 

mn and the negotiations are still in progress. I think we will have to continue that 

negotiations. Broadly that is it. The impact on net profit was $39 mn on account of Panaya 

fair value right now, in rupees it was Rs.270 crores. 

Kritika Saxena 

Okay, last question to Pravin. The attrition has gone up at this time. Utilization is at all time 

high yes, but what are you doing to bring down attrition? Is the utilization rate maintainable, 

by how much can you bring down the attrition. Also I believe there has been re-organization 

in the segmental reporting at this time around what is the reason for that? 

Pravin Rao 

This quarter attrition is slightly higher at 20.6% as compared to the previous quarter; part of it 

is seasonal because in Quarter 1, you typically have big percent of people going abroad for 

higher education. Nevertheless it is probably higher than what we have seen in the past. Big 

chunk of attrition has come in from people with experience from two to four years. We have 

identified some specific interventions we will do to bring the attrition down. We are 

confident that over the next two three quarters we should be able to bring it down to 

manageable proportions. 

M.D. Ranganath 

As you know we have adopted IFRS 15, which is a new revenue accounting standard, IND-

AS also has a corresponding standard. It is effective from January 2018. Since our financial 
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year began in April, and this is the first quarter we adopted, there are certain additional 

disclosure requirements required under IFRS 15. So in line with that we have restructured our 

segment reporting and there are certain additional disclosures that we need to make, which 

we have disclosed. 

Chandra R. Srikanth 

Salil my first question to you, you had mentioned a couple of months back. I read that it is 

time to sacrifice margins and start investing in new technologies. How you are going to do 

that, when you are maintaining your operating margin guidance within the same 22% to 24% 

band. When you talk about investments, do you mean acquisitions perhaps in the digital 

space that is something that Accenture has done quite successfully, will we see moves like 

that or has the Panaya experience made you a little more cautious when it comes to 

acquisitions. If you can just clarify on that.  

Salil Parekh 

I think our approach as we have seen with our clients, there is a huge shift to what they are 

doing in the digital space. There we have been quite careful to identify areas of growth for 

example cloud, data and analytics, user experience and we see a lot of traction in that. Our 

approach is to put focused attention and investment into those areas and scale them up. So it 

is not a question of sacrificing margin. We have strong operating business and it is more a 

question of making sure that we build a business for the future. With the guidance that we 

shared in the start of the year we are well within and actually comfortable in that guidance 

range and that is the approach we have taken for our business. In terms of acquisitions, we 

made the acquisition WongDoody just a few months ago and that is an indication that we are 

actually looking at and quite open to where it makes sense and where it enhances what we do 

with our clients to look at acquisitions. So that is an ongoing approach for us. 

Chandra R. Srikanth 

Ranga despite the positive commentary from Salil why have you stop short of raising the 

guidance number. Is it taking into account risks on the currency front or do you expect some 

pressure in Q2, Q3 and secondly utilization is at a record high 85.7%. That was your lever for 
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the last many quarters, so what lever is going to make up for this, is there a further 

headroom? 

M.D. Ranganath 

We have been consistently saying, there are multiple aspects to the margin guidance. We 

gave 22% to 24%, first quarter we are very good at 23.7% in the top quartile and we have 

also said that we will continue to make gradual investments during the quarter. This we had 

highlighted, whether it is in a US talent model, whether it is in repurposing the talent, third 

one is on the digital as well as the sales revitalizations, they are gradual investments we will 

calibrate them and continue to make for leveraging the digital opportunities. Yes, utilization 

is high I think every time, every quarter we say nearly high very little legroom, again it went 

up by 1%, but having said that yes the runway is limited. If you look at the onsite mix, which 

used to be 30% one year ago is almost down to 28.6% that is one. Most importantly we are 

looking at the productivity led and the automation led improvements in certain service lines, 

which are more amenable for automation, which has also helped us in increasing the revenue 

per employee. If you look at the onsite cost as a percentage of revenue has further come down 

this quarter primarily because in the onsite we looked at a combination of in fixed price 

projects, optimizing the pyramid structure to some amount of localization and further 

enhance productivity in onsite. These are the elements, which have really helped us in 

achieving the margin. At the same time we are comfortable with the guidance and will 

continue to make investments at the same time leverage all the levers that we have. 

Chandra R. Srikanth 

Finally Pravin you have been talking about this $1 bn target in terms of deal wins and you 

have finally crossed that number. Is it sustainable? Is this number that we are going to see in 

the future quarters as well or was there some one off this quarter that finally helped you 

crossed the $1 bn mark in terms of deal wins? 

Pravin Rao 

If you notice our trajectory it has been gradually increasing over the last several quarters and 

as you have said we are really happy it has crossed that $1 bn mark. The pipeline is very 
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healthy; we still have a very large number of deals. But unfortunately in large deal situations 

we have no control over when the deal is likely to close. Sometimes some of the closure shift 

from one quarter to the other. Our hope is that we will continue to maintain this. Almost all 

the deals that we have won has an element of digital in it, because most of the deals even if it 

is from legacy it involves modernization and re-platforming and so on, migration to cloud 

and there is always increasing part of digital in large deal wins as well. 

Sajeet 

Salil you began your commentary by saying you see a good demand environment and then 

you came out with a guidance, which is 6% to 8% in constant currency term, which is 

retaining the same one, which you did at the beginning of the year. What are the factors, 

which is preventing you from upping your guidance given that you see a robust demand 

coming in? Secondly I want your commentary on the financial services sector how it has 

been doing. Do you see American BFSI segment come back into play because we saw that 

with one of your competitors where BFSI was doing really well, they said it is not green 

shoots it is really picking up. When I see your financial services numbers on a quarter-to-

quarter basis and on constant currency terms it has fallen so what is that divergence, which is 

coming between you and your competitor and for Ranga I will come back to you? 

Salil Parekh 

On the demand environment I think my comment is more in the interactions I am having with 

sales teams, having with clients how we see the activity, whether it is on Agile Digital on cost 

services overall across geographies and seven other sectors we see a stable to good demand 

environment. Now the guidance discussion is a different discussion I think we have a good 

solid start to the first quarter. As Ranga said we will now execute on Q2, Q3 and for the full 

year and as that progresses and as the demand we see translating into what we can convert we 

will see how that plays out. So we do not have any real need to make any adjustments. The 

comment was more about seeing this from a client perspective. On banking what is 

interesting is I was in a client session two weeks ago. We were looking at a digital bank for a 

US client. What we have built for them has been so transformational and how they are 

approaching their market. You start to see that there is spend coming into that area. I was in 

another client discussion where they are looking at what Pravin mentioned the cloud 
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migration and modernization again with the banking CIO. So when you see that sort of scale 

activity whether it is a digital bank creation where our platform is really driving it. Finacle is 

the prime driver for that across the world or you see this sort of change from a cloud 

modernization perspective that gives us confidence that the environment is solid, our client 

base is reflecting that and they see that we have the capabilities to drive that. Now we are 

starting to execute on that. So I have a view that it gives me positive feeling about how that 

sector is going to evolve. 

Sajeet 

Ranga to begin with if you can elaborate what was dollar guidance, you have given a constant 

currency guidance, what is dollar guidance. Then on the operating margins front though you 

have guided between 22% to 24% and you are nearly at the upper end from quarter-to-quarter 

basis Q4 to Q1 you have nearly 100 bps decline in your operating margins if you can break it 

up for us where is it coming from, what is the impact of cross currency headwinds or 

tailwinds, which you see going forward? 

M.D. Ranganath 

Sure let me start with the operating margin question. Yes sequentially 100 basis points 

decline of which let me give the breakup. We had a rupee benefit net of cross currency 

impact for about 100 basis points positive, which was entirely offset by the compensation that 

we rolled out effective April to over 85% of our employees. Then, because of the higher 

utilization and onsite mix moderation we had a benefit of 40 basis points. Then again higher 

investments into both sales as well as G&A and some of the subcontractor additional 

expenses that we had to make had a negative impact of 140 basis points, so net is 100 basis 

points. As I said in the beginning, we guided for 22% to 24%, in the first quarter we are at the 

top quartile. We will continue to make the investments gradually over the course of Q2, Q3, 

Q4, at the same time optimizing some of the parameters and levers that I talked about earlier. 

So that is where we are, we are comfortable in this band. Coming to the constant currency 

guidance we reiterate at 6% to 8%. For some of the currency parameters it is disclosed in the 

fact sheet I can walk you through after this telecast. 

Sajeet 
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Final one, on cash and cash utilization, you have been telling us that you have to spend $1.6 

bn or give it back to shareholders, when do we see concrete announcements on that and for 

Pravin what is the kind of guidance you have for employee addition for fiscal 2019 going 

forward. You saw some bit of increase in attrition, how you are seeing that? 

M.D. Ranganath 

So coming back to the $1.6 bn. First of all let me assure you we are not going to spend $1.6 

bn we are going to return to the shareholders. The capital allocation policy that was approved 

by the board in April had two components, one is return up to 70% of the free cash flow to 

investors we have started executing that already. Additionally the board had identified $2 bn 

to be returned to the shareholders for fiscal 2019 of which $400 bn we have already returned 

in June by way of special dividend. The balance $1.6 bn we will be returning to the 

shareholders in a method that would be approved by the board and we will announce that in 

due course. 

Pravin Rao 

From a people addition perspective, on an average every quarter we recruit about 1,000 plus 

people onsite, this quarter also in US we recruited about 1,100 people out of which about 800 

were lateral additions and 300 plus were fresh graduates. In India we have recruited about 

close to 5,000 people this quarter, so that trend will continue and it is a function of demand 

utilization as well as the productivity. 

Sajeet 

One clarification is 1,000 that you mentioned in US, this is part of the 10,000 target? 

Pravin Rao 

Since we announced that we would recruit 10,000 people any local we recruit in US from that 

date is part of that 10,000 target. 

Sajeet 

How is India doing if it has not done well? 
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Pravin Rao 

India our focus has been predominantly on government projects, where you have the 

volatility. So our approach has been to go slow on the government projects and focus more 

on the private projects. But today it is a very small percentage, so there will always be some 

degree of volatility given the nature of projects we execute. 

Fatima Karan 

Just a little bit in terms of the addition to the board, a little bit you can tell us in terms of your 

appointment as an independent director, a little bit of light on that. What are your clients 

telling you when it comes to I am talking about the clients in the UK? What are they saying 

about all this noise that we hearing around Brexit and also what you can tell us in terms of 

how you are looking at H1B visas as well, so a broad set of questions, but one very close to 

home and the other one in terms of the overall global scenario? 

Salil Parekh 

We are delighted to welcome Mike as an independent director onto the board. As Nandan had 

shared earlier, our plan is to in the right way expand the board. This is a first step in that 

direction that we have taken in the recent past. Mike comes with a tremendous amount of 

experience from a client perspective. He has been a CIO for a number of years. He is a 

seasoned executive. We have had a lot of interactions with him already and in fact he is 

already starting to help us in how we are positioning ourselves with some client pitches. So 

really positive to see this and we welcome Mike onto the board. In terms of the UK, I was in 

the UK a few weeks ago with several of our clients. The demand environment for the right set 

of capabilities is very strong. So where we have automation AI driven core services, there is a 

huge ability and interest to absorb it. We are talking about digital services across five 

parameters, there is a lot of interest with discussion with a large bank CEO where we have an 

invitation to play with several of their digital initiatives. So, to me yes there is a political 

situation there. Nonetheless, we have a clear approach to the market and the demand 

environment is strong for us. 

M.D. Ranganath 
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As we have rolled out the localization plan that Salil talked about, clearly the emphasis is on 

looking at how do we ensure that without impacting our talent supply chain how do we have 

a judicious mix of both. The localization centers and the announcement of 10,000 local hiring 

is part of that. But at the same time it will continue to have H1 folks for certain niche skill 

sets and certain skill sets. So we will have a mix of both local talent as well as the H1. So 

Indiana, North Carolina, and Texas, a couple of other announcements are in that direction. As 

Salil was saying localization is not limited to only United States, we also have Europe and we 

are also looking at Australia as well to ensure that the talent supply chain is much more broad 

based. 
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Salil Parekh 

Good afternoon everyone. Thank you for being here. I just have a few comments as we start 

off and then we will quickly get into questions. So first, we are delighted that our strategic 

approach and focus, which is on scaling Agile Digital and energizing our core services with 

automation and AI is resonating with our clients as also our approach on skill enhancement 

and localization. As you probably picked up on the press release, our digital revenue has 

grown by 25% YoY in constant currency and QoQ at 8% and now represents over 28% of 

our business. Our overall revenue has grown by 6% YoY and 2.3% QoQ and our operating 

margin was at 23.7%. Even more exciting, we had over $1 bn in large deals. This was the 

first quarter we have that in sometime. Over 40% of those deals were in financial services. 

We increased by 4, the number of clients we had over $100 mn per year to make that number 

at 24 now and interestingly two of those four clients are in the financial services sectors. With 

that I will pause and hand over to Ranga and then we will open up for questions. 

M.D. Ranganath 

Thank you Salil. Good afternoon everyone. We had a very broad based financial performance 

on multiple fronts. Let me talk about a few key financial indicators. Our operating margin for 

the quarter was 23.7% near the top end of the guidance given at 22% to 24%. Then if you 

look at ROE, it crossed 25%. It was at 25.5% primarily on account of the capital allocation 

policy execution. Then we had the EPS grew 3.9% YoY. Most importantly, the revenue for 

employee continue to improve for 12 quarters in a row primarily on account of higher 

productivity, automation and also larger share of digital. We had a very robust free cash flow. 

The free cash flow sequentially jumped over 32% to $552 mn. During the quarter, in line 

with the capital allocation policy that was announced in April 2018, we declared special 

dividend of $400 mn that was returned. Balance $1.6 bn out of the $2 bn would be returned 

back to shareholders in a manner to be decided by the board. We also had 1:1 bonus share 

announcement as well as the ADRs. So we will be happy to answer questions. 

Sarita Rai 

First question to Salil. Your commentary on BFSI is looking really optimistic, your $100 

mn+ clients have gone up by 4, large deals are $1.1 bn. Yet the sales outlook and margins 
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guidance remains the same, I just wondered why? Are you seeing your guidance as 

conservative? The second question is about your announcement in 2017, that though on a 

higher 10,000 people in the US and so far that number has just touched 4,000 as I saw from 

your statement at Morgan Stanley. So Salil are you going to fall short of your target because 

that was a few years including this year and the next. The first question, Salil you said the 

first year is going to be all about stability and I see that employee attrition is still quite high 

especially the field employees two to four years and is it a matter of a concern? 

Salil Parekh 

In terms of the first point on what you see in the markets, I think the demand environment as 

I have been meeting with clients, leadership is meeting with clients and sales teams are 

meeting with clients and the sense we have is whether we are talking about what they want to 

do in Agile Digital. There are new opportunities about what they want to do and how they 

want to modernize and drive cost services. So the feeling we have across the board is that the 

demand environment is good. You talked specifically about banking and financial services. A 

few weeks ago, I was with a client in the US where we built a very exciting digital bank for 

this client. It has been built on our platform on Finacle and we can see that lot of work has a 

lot of traction in the way the world is changing in the banking sector. So that gives us a view 

that with the capability set that we have, we will have traction with our clients. The guidance 

now is a different discussion. It is something that we built as we built the financial plan at the 

start of the year and in driving our business, we share that guidance. We are now focused not 

on that, but much more on clients and execution and we will execute through this year 

through the quarters and drive the business. In terms of the 10,000 people, the recruitment is 

moving very strongly. In fact, we had 1100 campus hires so far. We are doing lateral hiring in 

the US market. We are very confident in terms of achieving the objective of what we had set 

out and in fact the whole go-forward approach is centered on that being a continuing way of 

driving our business. On attrition, Pravin will share a couple of points with the employee 

attrition. On senior leadership in fact what I have noticed and we have observed, we have a 

tremendous strength of leaders within the company and as we have looked at how we 

organize a go to market objectives, in fact are many of these leaders have stepped up and are 

doing more and more things. As the business starts to stabilize, as we start to see a three-year 



4 
 

transformation plan executed, which we started in the first quarter, my sense is that those 

areas will start to address themselves. 

Krishna 

You said you have seen a good traction in the market and I need a little more clarification as 

to particularly in the US market, what is the demand environment for Infosys because if you 

are looking at your rivals and their commentary around their demand environment in the US 

market especially for the financial services, they sound very optimistic. You sound optimistic 

enough, but I am just saying there is a stark difference between the signals I am getting out of 

the commentary? Could you just clarify that? 

Salil Parekh 

How I sound may not change much to the answer. But what I would say is as we have 

interacted and as I have met with clients and our leadership has met with clients and our sales 

team have met with clients, the sense we have collectively is there is an interest specifically 

in financial services that you referred to where their large programs that have been driven has 

been moved into the digital world. Whether the programs are on the experience side, on the 

cloud side, on the digital bank side, and we see that as they look at our capability set, we have 

an ability to play in that environment. As you saw, our digital business has grown by more 

than 25% YoY in this quarter. Equally there is a movement in the large core services play, 

within banks and financial services company where with our platform for example on the 

insurance space for the McCamish platform, we see traction where the platform can 

transform various businesses in the insurance space. So that gives us a feeling that there is a 

good opportunity set out there with our client base and with new clients in the market. So that 

is the approach we have put in place a few months ago, to scale up our Agile Digital business, 

but also to equally drive with vigor and energy our core services business through automation 

and artificial intelligence because both of those are drivers of change in the market. 

Venkat 

This is Venkat from The Hindu Business Line. I just had a couple of questions. One was of 

course revenues from your energy, utilities vertical is steadily rising over the last four 
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quarters. Is it to do with the rising crude oil prices and capex returning, clients spending 

returning in that segment? You have had four additions in $100 mn+ category and so is there 

any specific segments from these are coming or is it kind of broad based? And if I can 

squeeze in a third one, operationally you have reached about 85.7% on your utilization levels, 

is there any scope for further expansion because that level is kind of saturation after which it 

tapers off. 

Pravin Rao 

On the performance in the energy and utility space, you are absolutely right, it has been the 

standout performance in the last few quarters. Even on the YoY basis that sector has grown 

about 17%, 18%, this quarter itself on a constant currency basis; it grew about 5.5%. On the 

energy side with the oil prices stabilizing, we are seeing spends coming back both on the 

upstream and downstream side of the business and that is where we are seeing opportunities. 

And on the utility side, there is a lot of transformation happening in the utility space. There is 

a big modernization, there is customer service transformation and so on. We have been able 

to take advantage of those and have a good winning rate. So we expect this to continue. We 

are very optimistic about this space in the coming year. On the large clients, you were talking 

about $100 mn+ clients, 4 additions right. So big percentage of it has been in the financial 

and services space. By the very nature of that industry, you tend to have lot more larger 

clients in that space anyway. Utilization every quarter, we claim that we have reached the 

maximum but we somehow manage to beat it. But jokes apart, I think where we are operating 

today is very high level and in some sense it is suboptimal and at times it impacts our ability 

to fulfill, so we are really working on increasing that count. In the last couple of quarters we 

did not have influx of fresh graduates, now we have this quarter onwards. We will start 

seeing fresh graduates coming to the pool as well, so things should ease in the coming 

quarters. 

Ken 

I think we all know that Accenture is claiming that 60% of the revenues are coming from so-

called ‘new’ technology spheres. There is a huge gap between Accenture and your position 

having 28% of your revenues are coming from digital. Could you share your internal analysis 

of what is the gap, are you not worried? Is it just a matter of measurement methodologies, 
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classification of methodology? If there is any problem, please give us what is the problem 

you are having, that is my first question? 

Salil Parekh 

Thank you. The way we are looking at the digital market and as you rightly said our mix 

today in Q1 is at 28% is an indication of what we see being of value to our clients. What we 

have done in digital and this was shared in some of our previous presentations, we have 

decomposed that into five areas- experience data analytics our insights, innovate or IoT, 

Accelerate or Cloud and then cyber security or Azure. You will see those charts, it is a 

pentagon that we have developed and mapped our business service line structure onto that. 

The way we are approaching digital is we have a long history working with clients on the 

core foundation tech space. We are in the best position because our delivery organization is 

the strongest in the business, to take them on the journey of digital. We are playing in the 

experience space, but we are not making a move to be advertising and digital marketing 

space. So for us really the tech element of digital starting with the experience space and 

expanding across the five areas is where the future lies. We share this in the past. This is 

about $160 bn market that market is growing at about 10% to 15%. So for us this is the place 

where we should be playing. We feel very comfortable that our strategic approach will give 

us strong benefits with our existing clients and new clients. For example, it is very early days 

that more than 25% growth we saw on digital this quarter, but the market is massive so we 

are not that concerned that this is in some ways the wrong place to be. We feel fortunate in 

fact that we are in the right place and that we want to play in the tech digital space. 

M.D. Ranganath 

Just an additional point on that, I think we do believe that when we say that digital is higher 

percentage of revenues, it has to get reflected. We believe in three principal patronages. One, 

it should reflect in continuous improvement in per capita revenue, in our case it has 

consistently been going up for the last 12 quarters. Second we do believe that if indeed the 

digital is the larger share of revenue it should reflect a better pricing as well as better margin. 

Our margins had been resilient in the band of 24% to 25% for the last three years. Third, it 

also has to demonstrate in higher than the industry growth I think these are the three principle 
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pieces that we would look at if indeed the digital as a percent of total revenue share is 

increasing. 

Ken Clare 

Just a related question, I noticed that your usage of free cash flow is heavily helping buyers 

towards shareholder return, I mean shareholder recycling. Do you think it is a right strategy? 

With regard to keeping up with rapid pace of growth at the total market of the digital space, 

you do not have any plan to change, your basic strategy of use of free cash flow going 

forward. 

Salil Parekh 

I am glad that the tone of the questions are changing. Earlier, barely two quarters ago, people 

would say why do you need so much of cash, return to shareholders. But I think jokes apart, 

if you look at today we carry $4.2 bn of cash on the balance sheet even after $400 mn special 

dividend that we gave. When the board looked at the capital allocation policy in April of this 

year, we looked at what are our medium-term strategic cash requirements are, it could be 

M&A or digital investment, capital expenditure and so on. At the same time, we also looked 

at the future cash generation. For example, in Fiscal 2018 we generated close to $2 bn of free 

cash. Now after evaluating our strategic and operational requirements, the board announced a 

predictable and at the same time, comprehensive capital allocation policy. It had to address 

two elements. One is out of the future cash, up to how much will be returned to the 

shareholders, that is up to 70% of the free cash flow. The second aspect was out of the cash 

on the balance sheet how much would be returned to the shareholders and the board 

identified $2 bn. At that point in time in March, we had $4.8 bn and out of that $2 bn $400 

mn by way of dividend and balance $1.6 mn in a way to be decided by the board. So we are 

comfortable with the capital allocation policy and we do believe that the policy that we have, 

takes into account all our strategic and operational cash needs and it will in no way hinder our 

investments that we need to make in the digital. 

Furquan 
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So basically let me talk about the guidance, Infosys is one of the company which is very 

dynamic when it came to providing guidance for the next year, but this quarter, I have seen 

there has been no revision in the guidance level despite it being the most turbulent year when 

it comes to currency exchange rates after 2013. So can you explain more on that going 

forward it might be more turbulent, rupee is expected to touch Rs.70 level, so can you explain 

that part. And second, if you see your geographical revenue from India, it has roughly shown 

degrowth of 7.8% and in constant currency 4.1%, has it got to do anything with GST? 

Because GST revenues might have stopped coming or something like that? And financial 

services also has shown a de-growth, where has the hit come from? Moreover when you 

talked about innovation hub in US and there was a plan to have similar innovation hubs in 

Australia as well as European countries, is there any progress on that? 

M.D. Ranganath 

Let me talk about the guidance, we have been very clear that our constant currency guidance 

has remained unchanged at 6% to 8%. If you recollect in the beginning of the year, we gave 

6% to 8% that remains unchanged. Along with that every quarter we also announced what is 

the constant currency as well as the actual US Dollar. For example, this quarter when we 

announced the results, we said it is 2.3% in the constant currency, it is 0.9% in reported 

currency. We also gave a YoY growth number, 6% in constant currency, 6.8% in reported 

terms. So we will continue to provide for every quarter as we move on. To answer your 

question, I am also looking at somebody who will predict the currencies, and I would like to 

hire them today. 

Pravin Rao 

India is a very small percentage of business. A big percentage of projects we execute in India 

are government-related projects and these are all complex projects. They have their own 

lifecycle and there are times when project implementation gets over, there are times when 

implementation ramps up and so on. I do not think we should read too much into India thing 

and if you go back and look at it is historically as well there will always be a high degree of 

volatility in that. Nothing more to read into that. I mean there are some projects, which would 

have probably ramped down or moved into maintenance space or whatever kind of thing. So 

we do not get into that level of details. In general it is a very small percentage, the nature of 
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projects are complex, fixed price projects involving implementation and post implementation 

gets into maintenance, the way we recognize revenues during the implementation, 

maintenance changes. So combination of things, but given high degree of dependence on 

those kinds of projects there will always be volatility. But given it is a very small percentage 

of business we are okay with that. 

So BFSI this quarter has been soft for us, we have had impact in couple of clients due to 

insourcing and slow down in projects, but we expect the momentum to pick up in this quarter 

and rest of the year. As Salil talked earlier a big percentage of more than 40% of large deal 

wins have come from BFSI space. After several quarters we have seen uptake in BFSI in US 

and in the rest of the year we expect after a longtime, our performance in US will perhaps 

outperform rest of BFSI business in other parts of the world. More importantly we also have 

a very diversified business in BFSI segments across geographies and subsegments, so we 

remain optimistic about this space and we expect this uptick to happen in the rest of the year. 

Ayan 

There are two quick questions. For the two consecutive quarters, we have seen attrition is on 

the higher side now it is 23%. Is there any challenge there? And the second thing is Ranga 

you have mentioned that for Panaya fair value reduction. There was a process of negotiation 

with probably prospected buyers and all. So what is the kind of reason they have said when 

there was fair value reduction? There could be some reason to it? 

Pravin Rao 

In this quarter attrition, has increased to 20% plus. Historically quarter 1 is a quarter when 

because of all the seasonality and people going for higher studies for on, attrition tends to be 

typically higher. Nevertheless I think what we are seeing is probably higher than what we 

have seen in the past. And when we breakdown further we noted that a big percentage of 

attrition is in people with experience between two to four years. In the recent past, our 

variable pay has been 100% in the last couple of quarters, last year we had deferred 

compensation increase. We have done some of the interventions this year. We have given 

compensation increase in time for 85% of the population, which covers this entire segment. 

We had many, many initiatives on for them. Obviously we need to look at it and see what are 
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other interventions we need to do to bring this down and we remain confident that in the 

coming quarters, it should come down. 

M.D. Ranganath 

So coming to the second part of your questions, as you know in March we had said that after 

the strategic review, we would like to explore sales for selling both Panaya and Skava. So 

after that we started the process of identifying the potential buyers and the active negotiations 

are going on. So negotiation is really a process and it is based on multiple elements that we 

see or the buyers see including the business plan and their own assessments etc. So based on 

the current progress that we have made at this stage and based on the current available best 

estimate that we have, we have taken the reduction in the fair value by $39 mn. Well, I think 

the negotiation is going on and as you know, there are always uncertainties around 

negotiations. 

Shilpa 

So if you look at the commentaries from some of your peers TCS and Accenture, the growth 

numbers, they are more optimistic. Also if you could tell us is it the lack of visibility, lack of 

deal closures that is providing a longer gestation from your end. Also if you can tell us about 

the financial services, what is happening, why is there 1.9% slide? 

Salil Parekh 

So on the market environment in the commentary made earlier and what we said in the press 

release, from our perspective, in the market we see good traction in many of the sectors we 

talked about like- energy, utilities, services, manufacturing, insurance. We see a good traction 

across geographies, and we have a set of businesses that are working well. We are moving 

towards that dynamic growth. So from our perspective, those are the elements that come into 

play as we look at how the future outlook for the business is. That is what we shared so far. 

Whatever the things that we have talked about in the past is, we want to make sure we start to 

invest in and scale up our digital business and that starts to see growth, which was 25% for us 

in Q1 for digital. We also want to expand the sales footprint. We see that with that expansion 

we can have an even larger impact with our existing client base and new client base. So 
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overall that is the state where we see the business in and that is where we are driving the 

growth from. In financial services again, Pravin shared with you that there were couple of 

clients where we saw insourcing in Q1. However, 40% of our large deal wins have come 

from financial services in Q1. I gave examples of the innovative things we are doing, whether 

it is with digital bank or with Cloud or even on the core services and banking areas and trade 

settlement. These are the areas that are resonating from our service portfolio with our clients. 

So we see financial services as a whole from our clientele perspective still looks to us to be 

good place to be. That is how we look into the market today. 

Shilpa 

What about the bn dollar large deal pipeline, 40% comes from banking and financial services 

and the company has had some headwinds, which comes through continuously some 

insourcing. Now we have seen a little bit of instability there sometimes. So how are you very 

confident about getting the large deal closures banking and financial services? Is it the core 

that is driving the large part of momentum or new and this is for Ranga, will you stop calling 

out the dollar guidance as ideal henceforth, this is only going to be constant currency. 

Salil Parekh 

On the large deals again, as Pravin shared earlier today, there is lot of services, which are 

interconnected, so it is not anymore the situation where we have a distinct set of services. 

What is your question about this continuity and insourcing, the reality is we have very strong 

financial services franchise. We had very good steady wins in Q1 in Financial Services, 40% 

coming from Financial Services large deals, two of the four new clients in the $100 mn range 

are in Financial Services. So we see that the market, the clients appreciate the capabilities we 

bring in that segment and we will see that go through as the year progresses with how the 

clients react to it. 

M.D. Ranganath 

On the constant currency, in the beginning of the year we gave 6%-8% guidance and we 

continue to reiterate that. Every quarter for example, like this quarter both growth, constant 

currency as well as reported like we said 2.3% in constant and 0.9% in reported. I think we 
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believe that constant currency is better indicator that we want to continue with and every 

quarter we will be providing both the reported as well as the constant currency actual growth. 

For the quarter, we have given 2.3% in constant currency and 0.9% in reported terms. 

Guidance stays at 6%-8% and we will continue to provide that in constant currency. There is 

no doing away and I think that is very misnomer. It is not doing away. What is the dollar 

guidance? Every quarter based on the closing currency it is converted back. That is not 

correct indicator. For example when we gave in April we converted based on March 31 

currencies, right. It is very artificial. It is just conversion based on the respective currency. It 

is a calculation which is saying that based on March 31 currency rate, if we do, what the 

growth would be. We have published those rates. Those rates are clearly there. It is very 

artificial. If we look at the closing rates, we are very comfortable with continuing with the 6% 

to 8% constant currency guidance. For the quarter, we will give reported as well as constant 

currency. 

Anirban 

Salil, if I look at your June quarter typically it is like relatively stronger quarter, but going by 

your sequential and your annual growth numbers, the numbers are relatively modest. Could 

you call out two or three challenges that you faced during the quarter and what are some of 

the challenges that you will look to address over the next few quarter. 

Question for Ranga, I am just coming, I am going to continue harping on the guidance. So the 

last quarter also you called out your annual guidance for the entire year, which is 7%-9% so 

you are effectively doing away with the annual guidance numbers, so that is correct?  

M.D.Ranganath 

Annual guidance we are giving 6% to 8% constant currency 

Anirban 

I am talking about the actual reported.  

M.D.Ranganath 
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There is no actual reported. For example, what we did say in April 6% to 8% and if you use 

March 31 rate this would have been, 6% to 8% would like. That is what it is. 

We stick to only constant currency guidance. We believe that it is an artificial computation, 

we believe in constant currency guidance. Every quarter of course when we report for the 

quarter we will see what is the reported growth as well as the constant currency growth, just 

like this quarter. What did we say this quarter, we said the constant currency grew 2.3%; 

however, we reported 0.9% QoQ. 

Anirban 

But you give the full year actual reported dollar number as well. 

M.D.Ranganath 

This is the first quarter of the year we will continue with the constant currency guidance. 

There is no reported doing away. I again repeat every quarter we give both constant currency 

and reported numbers for the quarter. As far as annual guidance is concerned, we will 

continue with only constant currency. 

Salil Parekh 

As Ranga said earlier, which I really like is if there is someone who can tell us the currency 

movement in the future, we would like to hire. This is the real point here. I have nothing to 

say on that.  

What was the question you had? We think we had a solid quarter in the Q1 of fiscal 2019. We 

had 6% growth overall in constant currency. We had 25%+ growth in terms of our digital 

business. These are good numbers. We are 23.7% operating margin. So I would not call that 

modest in anyway. In fact, we have now put in place a very clear strategy. We are starting to 

execute on a three-year transformation plan. We have the largest level of large deals win that 

we have had since we started tracking that and a steady increase over the last seven quarters 

as Pravin shared earlier. 40% of those deals have come from Financial Services. We had 4 

new clients added on the base of 20 to the $100 mn +clients and they are for us moving up to 

24. So to me it was a solid quarter for us and it is a start of the execution of our strategy and a 



14 
 

three year transformation program. From my perspective, I would not call that modest. As I 

said, I would call it solid quarter. 

Debashish  

I have a couple of questions. Because you have now embarked on a three-year journey and 

the first year this fiscal is the year of start of the business? Just want to understand how far 

you have stabilized? What are the key pain points for you at this point of time whether it is 

the profitability, whether it is leadership transition, the way you are taking out Panaya and 

Skava, so what are the key pain points in attaining the sustainability? And secondly on the 

digital deal we have a growth rate of around 25% YoY. I may not be fair, but just want to 

have a comparison TCS had 40% YoY and you have seen our fellow colleagues Accenture 

the growth rate is around 60%, so just want to understand because you have actually come up 

with announcement saying that you will have four innovation house in US, so when these 

things will start playing up for you? The Panaya thing, do you feel that the write-offs from 

Panaya is over this quarter and on what basis you are actually scaling down this? Are you are 

getting a sense from the clients that the deal value may not be that much or just want to 

understand. Is the pain from Panaya or the write off from Panaya is over? 

Salil Parekh 

The first question was stability and where we are in terms of the journey. I think we have 

gone through one-fourth of the year and we started to see some of those elements start to fall 

into place. What we have today is a comprehensive strategy that we have laid out. We have 

laid out a clear brand approach to ‘navigate your Next’. We have intense level of client 

engagement to start to understand how we can leverage our portfolio. We have a team that is 

driven and motivated to build that business. So we are starting to put the building blocks in 

place to drive our strategy and execute upon it and also put in place the first steps. This being 

the first quarter of that of the three-year transformation program. In terms of the growth rate 

of digital for us, a few months ago when we launched this approach, it was for the first time 

we started to call out what was digital within our portfolio. We think 25% is a very healthy 

strong and robust growth rate. We are confident that if we build and invest in this business we 

will continue to see the traction in this business. In terms of Panaya, as Ranga explained an 

ongoing set of discussions with how we want to act upon the disposal and sale of it in 
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keeping in line with those discussions, in keeping in line with the accounting guideline, we 

have taken the approach to state the numbers that we have stated. As and when that concludes 

we will share with you the update. 

B Narayankar 

Sir the questions are quite different from the usual routine questions from company results. 

Usually Infosys files Form 20F between May and June before AGM. The company has said it 

will file the form and has sufficient time to do so, that is fine and honorable. But the 

whistleblower has sort of exact reasons, I repeat, exact reasons for the delay in filing the 

form. The company has not replied conventionally. This is a very serious issue because form 

20F is key document that outlines the key risks to the company. What are the exact reasons? 

This is my first question. Secondly, there was also another letter by the whistleblowers in 

May. It clearly stated Nandan Nilekani is a huge disappointment and has failed to uphold 

highest traditions of corporate governance. Amidst all this, there is a perception that Nandan 

may handover baton to somebody else. If you say he will continue, then there is another 

perception the things are not under control as of yet. So how do you react to these two market 

perceptions? 

Salil Parekh 

I will start with the first one on the 20F. From my perspective no delays within the timeline 

that is required for the 20F. I will request Inderpreet who is our Head Legal Counsel to 

answer it so that a very clear from a legal perspective what we are saying. 

Inderpreet Sawhney 

I want to clarify again that there is no delay in filing of the 20F. We are well within the 

timeline that is prescribed by law and we will do within those timelines. There is nothing 

further to say. There is no violation of law. We are following the letter and the spirit of the 

law. 

Salil Parekh 
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The second question was about the whistleblower complaint with respect to Mr. Nilekani. All 

whistleblower complaints are dealt with in the process that we have established within the 

company and this one is also being addressed in that same process. At this stage, we have not 

made any other statement about any specific whistleblower complaint. As and when we 

choose to make a statement, we will make a statement on that. 

Shalini 

This is Shalini from Cogenesis. I would like to understand how much cross currency 

headwind has impacted the operations and also any impact of wage hikes, if any, taken 

during this quarter. 

M.D. Ranganath 

If you look at the overall currency impact the quarter net of cross currency and the rupee 

benefit it was about 100-basis points. It was fully offset by the compensation hikes of 100-

basis points. We generate about 70% of our revenues from US dollar terms and the rest is 

between Euro about 11% as well as British pounds and Australian dollars. 

Moderator 

Thank you ladies and gentlemen we will end with that. 
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Moderator 

Ladies and gentlemen good day and welcome to the Infosys Earnings Conference Call. As a 

reminder, all participant lines will be in the listen-only mode and there will be an opportunity 

for you to ask questions after the presentation concludes. Should you need assistance during 

the conference call, please signal an operator by pressing “*” then “0” on your touchtone 

telephone. Please note that this conference is being recorded. I now hand the conference over 

to Mr. Sandeep Mahindroo. Thank you and over to you Sir! 

 

Sandeep Mahindroo 

Hello, everyone, and welcome to Infosys’ earnings call to discuss Q1 FY’19 release. I am 

Sandeep from the Investor Relations team in Bengaluru. Joining us today on this call is CEO 

and MD, Salil Parekh; COO, Pravin Rao, CFO, M.D. Ranganath; Presidents and the other 

members of the Infosys management team. 

We will start the call with some remarks from Mr. Salil Parekh, Mr. Pravin Rao and Mr. 

Ranganath on the recently concluded quarter, subsequent to which we will open up the call 

for questions. 

Please note that anything which we say, which refers to our outlook for the future is a 

forward-looking statement, which must be read in conjunction with the risks that the 

company faces. A full statement and explanation of these risks is available in our filings with 

the SEC, which can be found on www.sec.gov. 

I would now like to pass it on to Mr. Parekh. 

Salil Parekh 

Good afternoon and good morning to everyone on the call. We are pleased to share with you 

our results from the first quarter of fiscal 2019. We are delighted that our strategic approach 

to focus in scaling Agile Digital and Energizing our Core Services with Automation and AI is 

http://www.sec.gov/
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resonating with our clients as also is our approach to enhance the skills of our employees and 

the actions on localization in the markets we operate in. 

Our digital revenue has grown by over 25% YoY in constant currency to reach $803 mn, 

which is a QoQ growth of 8% in constant currency again. Our total digital revenue is at 28% 

of our business. Our overall revenue has grown by 6% YoY and 2.3% QoQ in constant 

currency. Our operating margin was at 23.7%. 

We have $1.1 bn in large deals in Q1, the largest we have had in the last several quarters of 

which 40% were in Financial Services and we had an increase of four clients to a total of 24 

clients now who are over $100 mn per year in revenue and two of these four clients were in 

Financial Services. Overall, we see a good demand environment in the US, Europe and in 

Asia Pacific. 

In terms of sector demand, we see strength in energy, utilities, retail, insurance and 

manufacturing. The Agile Digital business, we see an especially strong traction for the work 

we are doing in the Cloud area, Data and Analytics, IoT and in the area of Experience: user 

experience, client experience and employee experience. Our two recent acquisitions, Brilliant 

Basics in the UK and WongDoody in the US are helping us expand our portfolio in these 

Experience areas and are already starting to have an impact across our clients. We are seeing 

continuing traction of our automation approach and of artificial intelligence platform Nia in 

our core services and our approach to progressively move our employees on to an agile 

platform is seeing good traction. 

In our localization program we have launched a new 75-acre campus in Indiana in the US and 

are now planning four other locations in the US, six in Europe and three in Australia. With a 

strong foundation of delivery, the focus on Agile Digital and AI powered core services, we 

are now expanding on our strong sales and go-to market teams. 

With that I feel we have to a stable start to the year and are executing on our strategy and our 

three-year transformation program. 

Let me now hand it over to Pravin, our COO. 

Pravin Rao 
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We had a steady quarter from an operations perspective and continue to progress on our 

digital growth targets. 

We had eight large deal wins during the quarter with a TCV of US $1.1 bn. Seven of the 

eight deals were in America and one in Europe. Three deals were in energy, utility, resources 

and services, three in retail and two were in financial services business.  

The volume grew by 2.6% and realization in constant currency terms remained stable. 

Utilization excluding trainees increased further to 85.7% which is an all-time high.  

Attrition increased to 20.6%, partly a seasonal phenomenon. While there were few senior 

level exits, our senior level bench strength is quite strong. We continue our strong recruitment 

drive and added 17,709 professionals during the quarter on a gross basis. During the quarter, 

we also rolled our compensation increases for about 85% our employees. 

Now let met talk about the client sectors. Digital transformation remains the key thing with 

clients across all the business verticals and more budgetary spends get diverted towards this 

area from the traditional business. The focus is on using technology to delivering business 

outcomes or help in strategic differentiation. We are building a strong team of digital 

specialists to work as a tip of the sphere consulting layer, cutting across all the five pillars of 

our digital engagements. During the quarter we completed the acquisition of WongDoody 

and this enhances our offering in ‘creative services’ as well as the entire value chain of 

“Creative – Production – Campaign -Analytics – Measuring Outcomes”. We have also 

launched a design and innovation studio at Rhode Island and announced a five-year 

partnership with Rhode Island School of Designs to accelerate our capabilities in digital 

space. A large part of our new deal wins during the quarter involves digital and we have a 

healthy pipeline.  

While we saw some softness in the Financial Services in Quarter 1 driven by cost reduction 

pressures and insourcing in a couple of clients, the momentum continued for second tier and 

regional banks and some management customers. Many clients in the US are increasing their 

spending and we expect our US business to outperform the portfolio in the coming quarters. 

While the European portfolio was soft in Quarter 1, we expected it to improve in the coming 
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quarters. Pipeline for deals is showing a steady increase and over 40% of large deal TVC in 

Quarter 1 was in this vertical. Overall pricing is stable and deal sizes are higher. 

In insurance, discretionary spend is increasing and insurers across the spectrums are 

modernizing the middle and backend systems to improve experiences for customers. We have 

a robust pipeline and more focus on core platforms modernization, digital, closed book 

management and vendor consolidation/rebidding of work. Growth is expected to remain 

robust with strong deal pipelines and new account openings. 

In retail and CPG, we had a standout performance driven by ramp ups in deals won earlier 

and continued momentum with existing clients. Within the sector, CPG and logistics are 

showing more growth than the core retail vertical. We are seeing growing interest to embrace 

Digital, AI, RPA, Analytics, Cloud and Cyber Security. Europe is seeing growing interest in 

integrated outsourcing deals and new transformation programs. While retail is seeing some 

early signs of green shoots there are challenges in CPG driven by M&A while logistics sees 

weak demand due to CAPEX reduction and oil price volatility. 

IT budget in the telecom sector continues to face headwinds due to competition in the 

industry and change in the industry dynamics leading to severe topline and bottomline 

squeeze. M&A activities, vendor consolidation, cost cutting measures insourcing and 

competition for legacy services are impacting growth. Spending trends are opening up in 

‘innovation’ areas like digital transformation, software design networks, IoT, customer 

experience and cyber security. Digital deal sizes are seeing an upward movement. 

Growth in the energy, utilities, resources and services vertical continues to remain robust 

with momentum in top accounts and ramp up of previous deal wins. Although the general 

pressure of cost squeeze for traditional services continue, newer opportunities in the digital 

space in the form of Analytics, RPA, Cloud Adoption, Cyber Security are opening up. 

Stability in oil prices is positive for the energy sector and we are seeing pockets of 

opportunity where the focus is on building differentiated capabilities. In the utility sector, we 

see an increase in spend on digital, customer engagement and cloud adoption on the back of 

changing regulations, especially around solar and other distributed energy resources and the 

next wave of maturing smart grid. Subdued commodity prices are putting pressure on the 
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resources sector, clients are planning to embrace digital transformation to improve asset 

efficiencies and are looking to consolidate and upgrade their ERP systems for better business 

insights. 

Manufacturing continues to see pockets of higher activities in areas like ERP, Cloud, digital 

transformation, and agile model based sourcing transformation. The demand in Continental 

Europe continues to be better as clients look for cost optimization for their run operations and 

are looking for transformation ideas for long-term benefits. Increasing focus in manufacturing 

is on digitalization of end to end processes, with a strong focus on weaving Mobile, Cloud, 

IoT and Backend systems seamlessly to provide a superior customer experience. I will now 

handover to Ranga. 

M. D. Ranganath 

In Q1, we had a broad based financial performance on multiple fronts and we continued our 

trajectory on key financial parameters. Let me start with a few of them. 

First – Our operating margin for the quarter was 23.7%, at the higher end of margin guidance 

of 22-24%. I will provide more color on this shortly.  

Second – Free cash flow was robust and was up 32.1% quarter on quarter to $552 Mn.  

Third - Our ROE further improved and was healthy at 25.5% and increased from 22.0% from 

Q1 of last year.  

Fourth – EPS growth year on year was 3.9% in $ terms and 9.1% in rupee terms 

Fifth – Due to continued productivity improvements, utilization and increase in digital share, 

revenue per employee increased yoy 5.7% to $ 54,878 which is one of the highest in recent 

years 

Salil and Pravin have already talked about the digital revenues, deal wins, client metrics and 

business outlook. Now, let me come to revenues, price realization and margins - 

Revenues in Q1 19 were $2,831 mn, growth of 2.3% in constant currency terms and 0.9% in 

dollar terms on quarter on quarter basis. In rupee terms, the revenue for the quarter was Rs. 
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19,128 crores, this is a sequential growth of 5.8%. As compared to Q1 of last year, revenues 

grew 6.0% in constant currency terms, 6.8% in dollar terms, and 12.0% in rupee terms. 

Price realization remains flat in constant currency terms on a quarter on quarter basis. 

Operating efficiency parameters continued to improve. Utilization was at a new high of 

85.7% as compared to 84.7% last quarter. Our continued efforts towards improvement of 

onsite mix resulted in the onsite mix decreasing further to 28.6% this quarter as compared to 

30.1% same quarter last year. This is the lowest level in last 14 quarters. Our focus on 

optimizing onsite employee cost including sharper focus on productivity, onsite pyramid and 

others, localization and optimization measures, led to a decrease in the onsite employee cost 

as a percentage of revenue to 37.9% in Q1 as compared to 38.3% in previous quarter 

At the beginning of the financial year, we had planned several investments in digital to 

leverage opportunities, enhance investments in US talent localization and other local markets, 

revitalize sales for tapping market opportunity and repurpose talent. These investments are 

being made in a gradual manner to leverage business opportunities.  

Operating margin in Q1 was 23.7%, which is near the high end of guidance range of 22%-

24%. Operating margins for the quarter declined by 100 bps. During the quarter, benefits of 

rupee depreciation were partially offset by cross-currency headwinds leading to a net 100 bps 

benefit. This was fully offset by compensation increases that were effective April 1st for 85% 

of our employees. Operating parameters including utilization and onsite-offshore mix 

improved during the quarter which helped operating margins by 40 bps. However, that was 

offset by investments in building onsite talent supply chain including sub-contractors, higher 

sales investments, cost of new H-1 visas and increase in other business overheads, all of 

which impacted margins by 140 bps. So overall, there was a 100 basis points reduction in 

operating margins sequentially. 

We ended the quarter with the total headcount of 209,905 employees, which is an increase of 

2.8% from last quarter. Gross head count addition increased to 17,709 from 12,329 last 

quarter.  
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The subcontractor expenses this quarter stood at 6.8% of revenue as compared to 6.1% of 

revenue last quarter. As you know, the subcontractor expenses are driven primarily by 

utilization level and onsite talent demand  

Cash generated from operating activities in Q1 as per IFRS consolidated was $631 mn and 

we paid $64 mn of taxes as per the APA entered into the United States IRS earlier in 2018. 

Capital expenditure for the quarter was $79 mn, which is Rs.537 crores. Free cash flow which 

is operating cash flow less CAPEX for the quarter was $552 mn. Cash and cash equivalents 

including investments stood at $4,202 mn, which converts to approximately Rs.28,774 crores. 

Debtor days outstanding for the quarter stood at 66 days compared to 67 days last quarter, 

decrease of 1 day led by better collections. Q1 witnessed huge volatility in currency market 

and we managed to navigate the same effectively. Yield on cash for the quarter was 7.20% as 

compared to 7.29% last quarter. Hedge position as of June 30th was $1,956 mn 

In Q1 19, the EPS declined 6.5% sequentially in dollar terms and by 2.1% in INR terms. As 

compared to Q1 of last year, EPS growth stood at 3.9% in dollar terms and 9.1% in INR 

terms. As you would recall that in March 2018, based on a conclusion of a strategic review of 

the portfolio of businesses, we had initiated identification and evaluation of potential buyers 

for Panaya and Skava and reclassified their assets and liabilities as ‘held for sale’. During the 

quarter, we continued negotiations with potential buyers of Panaya. On re-measurement 

including consideration of progress in negotiations on offers from prospective buyers for 

Panaya, the Company has recorded a reduction in the value of disposal group held for sale 

amounting to $39 million in respect of Panaya. This impacted the net profit by $ 39 million 

and EPS by 2 cents for the quarter.  

During the quarter, the company executed its capital allocation policy for FY 2018 by paying 

out final dividend of Rs. 20.50 per share. With this, the dividend paid to shareholders for FY 

18 was 70% of Free Cash Flow, in line with the capital allocation policy.  

The company also took steps in executing the capital allocation policy announced in April-

2018. As per the policy, out of the $ 2 billion identified to be paid to shareholders, app. $ 400 

mn was paid out as special dividend in June-2018. The balance amount of $ 1.6 billion will 
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be paid out to shareholders for financial year 2019 in such manner to be decided by the 

Board. Further updates on this will be provided in due course 

The Board in its meeting held on July 13, 2018 has considered, approved and recommended a 

bonus issue of one equity share for every equity share held and a stock dividend of one 

American Depositary Share (ADS) for every ADS held, as on a record date yet to be 

determined. Consequently, the ratio of equity shares underlying the ADSs held by an 

American Depositary Receipt holder would remain unchanged. The Board approved and 

recommended the issue of bonus shares to celebrate the 25th year of Company’s public 

listing in India and to further increase the liquidity of its shares. The bonus issue of equity 

shares and ADSs will be subject to approval by the shareholders, and any other applicable 

statutory and regulatory approvals. 

We voluntarily delisted our ADS from Euronext Paris and London. The primary reason for 

voluntary delisting from Euronext Paris and London was the low average daily trading 

volume of Infosys ADSs on these exchanges, which was not commensurate with the related 

administrative expenses. However, our ADS will continue to be listed and traded in NYSE as 

before 

Coming to operating margin guidance for Fiscal ’19, we are retaining our operating margins 

guidance in the range of 22%-24%. Coming to revenue guidance in constant currency terms, 

we continue to retain 6% to 8% and based on March 31, 2018 rates, we retain in US dollar 

terms 7% to 9%. With that we open the floor for questions. 

Moderator 

Thank you very much Sir. Ladies and gentleman we will now begin the question and answer 

session. The first question is from the line of Joseph Foresi from Cantor Fitzgerald. Please go 

ahead. 

Joseph Foresi 

I was wondering if you could talk about Financial Services, the performance there was 

obviously below some of your peers and you had some pretty good data points that things 

were picking up and then you talked about some cost reductions but you thought it was going 
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to reverse, may be if you could delve into those cost reductions on the client part and why 

you think it would reverse? 

Pravin Rao 

In Financial Services, we had a soft quarter primarily due to insourcing and reduced spend in 

couple of accounts. Having said that, we have seen very strong pipeline. About 40% of TCV 

of large deal wins that we had this quarter was from this sector and after several quarters we 

have seen good demand and conversion in America and we expect the growth in America in 

the coming quarters to outperform rest of the other geographies for this sector. While Europe 

was soft in Q1 we expect the momentum to come back in the coming quarters. Given our 

competitive position in the space and diversified portfolio that we have across geographies 

and sub segments we remain optimistic about this space. 

Joseph Foresi 

I want to get some background on Digital you have given some colour on what percentage of 

revenue it is. How are you competing for the digital dollars I am curious as to what is 

Infosys’s competitive advantage there and are these open bids or are you giving digital 

dollars from existing clients? 

Salil Parekh 

On Digital as you referenced we have had a strong performance in Q1 with a growth and 

scale of the business expanding. The way we are seeing our clients move to digital, we see a 

lot of traction that comes from one of the side areas that we have designed on Experience, 

Data analytics, IoT, Cloud and Cyber-security assurance. Some of those projects are 

competitive, many which are in our existing strong client relationships are places where we 

are proactively seeking and winning those client digital work. We are also introducing to our 

clients two of our recent acquisitions one Brilliant Basics in the UK and second WongDoody 

in the US and this is forming the base of our experience within the digital space.  

Joseph Foresi 
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I was wondering about the margins, utilization, I have never seen it higher from say 86% 

excluding trainees, so I was wondering what is the biggest margin driver at this point and can 

the utilization go higher from this particular level and have we offset the pricing pressure 

going forward? 

M.D. Ranganath 

If you look at the margin it has dropped sequentially by 100 basis points. If we were to break 

it up currency benefit in the rupee net of the cross currency was 100 basis points of positive 

impact, which was entirely offset by the compensation hikes that we announced for 85% of 

our employees effective April 1, 2018. And we gained about 40 basis points on account of 

utilization improvement as well as the onsite mix. As you know the onsite mix has come 

down considerably over the last couple of quarters and it is now 12 quarter low. That gave us 

about 40 basis points. Then we had additional investments that we made including the G&A, 

as well as increased subcontracts to the expenses amounting to 140 basis points. So, the net 

decline was 100. As we announced at the beginning of the year, while we continued to make 

gradual investment in digital, at the same time we also continued to optimize. One of the 

elements that I would like to highlight here, if you have noticed, is the per capita revenue 

improvement that has happened on three or four counts. One of course our gross margins for 

the digital business is higher than the core IT services and as the percentage share of digital 

increases that gives us some benefit on the gross margin as well as the operating margin. 

Second is some of the service lines which are more amenable to automation like testing, 

maintenance and infrastructure. We are able to intensify some of those productivity 

improvements and of course the utilization itself. So a combination of these factors had been 

drivers. As I was saying earlier about the utilization, we believe that the runway is limited 

from here but on other levers that I talked about we continue to focus on them. 

Moderator 

Thank you. The next question is from the line of Rod Bourgeois from DeepDive Equity 

Research. Please go ahead. 

Rod Bourgeois 
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So your constant currency revenue growth guidance conveys that you expect some upcoming 

growth acceleration, I wanted to ask if you can elaborate on the sources of that growth 

acceleration and if you can specifically share your thoughts on how much of the acceleration 

outlook is coming from improved trends in the market versus improvement in your 

competitive performance outlook? 

Salil Parekh 

In terms of what we see in the demand environment looking ahead we have had an especially 

strong quarter in retail and the demand environment in that segment remains positive for us. 

We also saw a good traction in energy, utilities, our services business, manufacturing, 

insurance. As Pravin mentioned there was demand coming back in the US geography and in 

Europe we still see good demand and in our Australian market as well.  

The question on where we see the distinction between our own and the market view, we are 

starting to see a strong traction on digital, approved with some of the investments we are 

starting to make on go-to-market and digital footprint give us some level of confidence and 

this will be one of the areas where we will see continued growth. Also our core services, 

which is powered by artificial intelligence, which is giving tremendous productivity 

improvement to our clients and to us see a good traction in the market and we believe we are 

competitive in that space in the market. Between those combinations of things, we see the 

demand environment is quite solid at this stage. 

Rod Bourgeois 

If you break the demand environment into consulting deals versus outsourcing deals or 

project based deals versus long-term contract deals, where do you see the most incremental 

improvement over the last few months, is it on the consulting in projects side or is it on the 

outsourcing and long-term contract side? 

Salil Parekh 

One of the things we have seen recently is what we announced in Q1 with the large deals at 

over a billion dollars. If you look at our last six or seven quarters, you will see an upward 

trend. We feel confident that the large multiyear deals are something that we are starting to 
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play better. We also see more project activity which is related to specific areas, for example 

we see some of that in our digital banking space, on our retail segments and some of that in 

our manufacturing areas. So at this stage there is no one which is more or less, we see a stable 

traction across both the spaces. 

Rod Bourgeois 

One final question, so you have now been in place for a few months and I wonder if you 

could give us your view on what is the biggest bright spot that you found in the organization 

that you view is a real bright spot that you can build on and as you probably know the 

employees in the positioning of the company better and then what is the biggest challenge 

you see going forward that you want to work on. 

Salil Parekh 

In terms of what I have seen as strength and in meeting with over 70 clients over the past few 

months, the thing that has really resonated the most is the depth we have in our delivery and 

the strength of that across both the newer digital areas and our core services with the AI 

infused in it. So delivery really is the super strength within the company and based on that 

and based on those relationships of trust, we can build a good future for the company with 

these clients and new clients. In terms of challenges we have some businesses where we need 

to do work. We have seen recently our consulting business turn a corner where we have 

stabilized the revenue QoQ, we still have to work on our margins there. We see for example a 

business in China which needs some work and focus. So we have a couple of these areas 

within the company that be need attention and we put in some plans in place to work on those 

businesses and hopefully bring them to a positive situation in the coming quarters. 

Moderator 

Thank you. The next question is from the line of Ankur Rudra from CLSA. Please go ahead. 

Ankur Rudra 

Good evening gentlemen. Your 1Q performance in banking as you said was not very strong, 

but it does seem to be at odds with the forward-looking commentary. Could you perhaps 
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elaborate how long the pressures from insourcing that you have seen in a few clients will 

continue to pressure this versus the growth you see in your deal wins, so when do we see the 

balance turning more positive? 

Mohit Joshi 

Ankur, as Pravin mentioned we saw the in sourcing challenges last quarter but we see the re-

balance coming back, which is why moving forward, Q2 and beyond, we think we are 

optimistic about the status of the portfolio; which you also see in the large deal wins and in 

the two additions to our $100 mn client portfolio. Our Insurance business has been strong 

over the past few quarters and few years and both on the services side and on the platform 

side the business continues to do well. The Finacle business as Salil alluded to, is being rated 

as a top performer by Gartner and with the pivot to digital we are seeing a lot of 

opportunities. About a week ago you would have seen an announcement where we have been 

selected as the global cash management platform partner by Santander in the UK. So 

hopefully this gives you more of a colour. In any business which is as large as ours and with a 

significant degree of client concentration, you always see a set of headwinds either it is 

insourcing or budget cards especially because of client concentration and you see some 

tailwinds like the pivot to digital, like the full use of our capabilities on the digital pentagon. 

So it is always a balance but we are optimistic about the flow and the potential for the balance 

of the year. 

Ankur Rudra 

Thanks quickly on the retail as well. Could you elaborate what was the performance of the 

retail business on a pro-forma basis, I understand there is probably some contribution from 

WongDoody maybe some headwinds from Skava, so adjusted for those two events how is the 

business and how has the perception of demand evolved?  

Pravin Rao 

Ankur, in the CRM space we had perhaps one of the best growth in recent quarters on a 

constant currency basis close to 6.4%, mostly on the back of large deal wins in the last couple 

of quarters as well as growth in some of the existing accounts. Within that segment from a 

consumer technology company’s perspective we continue to see a large demand whereas 
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when you look at it from a CPG or a logistics perspective there remains a challenge and there 

is a lot of focus on direct to consumer. Even in the core retail side there continues to be 

continued disruption from the likes of Amazon, Facebook and so on. So we are seeing a lot of 

increased spent to counter the disruption that they are seeing and that has translated into the 

kind of growth that we are seeing in this quarter. Having said that, perhaps we are seeing 

some green shoots but it may be a little bit early to say that this momentum will continue for 

the rest of the year. We remain cautiously optimistic in this space. 

Ankur Rudra 

Just a quick question on the margins, Ranga you mentioned that you got a 100 basis point 

gain from the currency net of cross, may be this was somewhat unexpected. Why are you not 

changing your margin guidance given where we are on the spot?  

M.D. Ranganath 

Thanks for that question. At the beginning in the year when we were at 22% to 24% we had 

said we would also be making certain gradual investments in our digital areas, repurposing 

sales and US localization, etc.. So we expect gradual uptick in those investments in the 

balance quarters and we are comfortable with 22% to 24%. 

Ankur Rudra 

So are you saying that any margin tailwind that comes through which was unexpected would 

also be invested so your investments may accelerate or are you saying you will see this as it 

goes through the year? 

M.D Ranganath 

As I said earlier as well, we clearly know what the investments are that we are planning for in 

these areas. So any tailwinds for the margins does not necessarily mean that we are going to 

invest that extra benefit into these investments. We have clearly kind of concretized those 

investment plans. 

Moderator 
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Thank you. The next question is from the line of Yogesh Agarwal from HSBC. Please go 

ahead. 

Yogesh Agarwal 

Just have a couple of questions. Firstly, the attrition in standalone business is now highest in 

the last 15 to 16 quarters and I get the seasonality part but it still is very high considering the 

industry growing at 6%, 7%, is this something which bothers you or is it okay in your scheme 

of things? 

Pravin Rao 

Yogesh, as you rightly said out of the high attrition is due to seasonality. Having said that it is 

higher than what we have seen in the past. In the last few quarters we have done multiple 

things from employee engagement perspectives. This time we had a compensation increase 

for 85% of the workforce on time starting April, we have had 100% of variable pay in the last 

couple of quarters and so on. There is lot of focus on reskilling and training. Based on our 

analysis we find that the problem area in this case is people with two to four years’ of 

experience. So, we are now looking at maybe two or three interventions to address and bring 

the attrition level down. We do expect the attrition to come down in the subsequent quarters. 

Yogesh Agarwal 

Good and then just a follow-up, Ranga may be for you. How should we look at the balance of 

onsite cost reduction and onsite investments because you have been talking about reduction 

in onsite cost and I think it is 12 quarters low which you mentioned but the sub-contract cost 

is all time high. So are you saying all the investments are with locals and the subcontractor, 

so how should we look at the balance, are they offsetting each other or one is higher than the 

other. Can you just help a little bit there? 

M.D. Ranganath 

Thanks for that question. Clearly this quarter if you look at the onsite employee cost as a 

percentage of revenue this got tagged below 38%. As you rightly said the subcontractor cost 

has increased to 6.8% of revenue. When you look at the onsite supply chain, especially given 

some of the short-term visa kind of challenges, we need to really ensure that the supply chain 
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for some of the projects is uninterrupted. That is one aspect but at the same time what we 

have also done, as I was mentioning earlier in my script, we are looking at the fixed price 

projects onsite and doing a combination of building a pyramid. The 1000 fresh graduates that 

we hired have been deployed in these fixed price projects and to some extent even in T&M 

projects, and they are at a very healthy utilization level. So our ability to build a pyramid 

onsite is slowly increasing, that is another factor to keep in mind. Second some of the 

productivity improvements on the onsite fixed price projects without dropping the revenue – 

all the productivity improvements could kick into us. So the way we are saying is that we do 

not see the onsite local hiring to significantly change the cost structure as a percentage of 

revenue. In digital and in a couple of other areas while the localization level could be higher 

and they are also coming at slightly higher price points, the gross margins for our digital 

revenue is also higher. Which essentially means that as a percentage of revenue the employee 

cost could still be at the desired level. So we are looking at a combination of these levers. 

Moderator 

Thank you. The next question is from the line of Edward Caso from Wells Fargo. Please go 

ahead. 

Edward Caso 

Good evening. My question is around fixed price contracting in automation. How much 

success have you had and convincing your clients to move to a more fixed price or fixed 

output based pricing so you can then deploy your automation. Where are we in that spectrum 

and how much more opportunity is there? 

M.D. Ranganath 

That is a good question. If you look at the last eight or nine quarters, the percentage of 

revenue from fixed price projects has moved from early to mid 40s to now close to mid 50s. 

One of the things that have happened is, even from the customer standpoint of view they 

want the certainty on their cost. For us it also offers opportunity to enhance productivity in 

those fixed price projects especially onsite and given the revenue is fixed we have an 

opportunity to keep those productivity improvements. Now when you slice the fixed price 

project there is onset component, there is offshore component and at this point in time 
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especially over the last three or four quarters our focus has been how to enhance productivity 

in the onsite fixed price projects, where as you know, the per employee cost is significantly 

higher than India. So for the same reduction of a project manager or a software engineer in 

onsite gives us a nonlinear benefit on the margin as compared to the offshore. So that is 

where our focus has been and the second one is really on the pyramid aspect that I talked 

about. Barely a few quarters ago the propensity of our clients to accept freshers onsite was 

quite limited. Now, especially in some of the new niche technologies where they are able to 

train the fresh hires from colleges which we have hired, about 1000, and they are able to get 

deployed in these projects and the propensity to accept them has also significantly increased. 

So a combination of productivity as well as the pyramid building onsite is one approach that 

we are taking. 

Edward Caso 

My other question is going back to foreign exchange impacts here. I assume you anticipate a 

weakening rupee in your guidance, what you thought it would do, did it happen sooner in the 

year than you thought it would? I am trying to understand that if the rupee had not done what 

it did this quarter would you still have made the investments that you made? 

M.D. Ranganath 

As you know we gave a 22% to 24% operating margin guidance at the beginning of the year 

that took into account the strategic investment that we needed to make. We have pretty much 

crystallized the investments we need to make in the areas of sales revitalization, localization 

of talent in US and digital investments and how do we go about investing there. Now in this 

particular quarter, the tailwind especially on account of currency, rupee dollar, I have 100 

basis points. At the same time we also had improvements in operational efficiency that I 

talked about – 40 basis points came from onsite mix and utilization and slightly higher 

component of digital in our share, which is also with higher gross margin, gave us some 

benefits. So to answer your question, I think our plans are pretty much concretized where we 

want to invest and there will be gradual investments and they have a gradual plan for that. At 

the same time based on the currency rates we are pretty comfortable with 22% to 24%. 
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Moderator 

Thank you. The next question is from the line of Ashish Chopra from Motilal Oswal 

Securities. Please go ahead. 

Ashish Chopra 

Thanks for the opportunity. I just wanted clarification on the guidance and had a question on 

the margins. Firstly, since WongDoody has now been integrated as on May 22, 2018 would it 

have a significant impact on the CC revenue growth guidance? 

M.D. Ranganath 

On the revenue guidance of 6% to 8% we are comfortable with that band and no material 

change on that. 

Ashish Chopra 

Okay, last quarter you had clarified that it was not including because the acquisition was not 

complete then but would this now be including was actually just the clarification? 

M.D. Ranganath 

Yes. 

Ashish Chopra 

Secondly Ranga on the margins, so what we have seen is for the past five years, the first 

quarter is usually the lowest quarter as far as the margins go and then they gradually progress 

and that is understandable given the wage hikes, etc. But is there anything as far as your 

budgeting goes, that makes you believe that it would play out differently this time around, but 

for the vagaries of currencies, etc., because like you mentioned that you have calibrated the 

investments pretty well and you are sticking to that plan. So any reason why we should 

expect it to play out differently than a normal year? 

M.D. Ranganath 
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Your assessment of the past is correct saying that initially we start with the lower Q1 and it 

increases. This year we do not want to give any such trajectory. We have certain investment 

plans that we have in mind and which we have concertized and we have taken into account 

all those factors while we have guided to 22% to 24%. At the same time as I responded to 

earlier questions any additional tailwind if it comes either through currency etc., we are not 

going to further enhance the investments. We know what investments we need to make. 

Moderator 

Thank you. The next question is from the line of Divya Nagarajan from UBS Group. Please 

go ahead. 

Divya Nagarajan 

Thanks for taking my question. On the banking side you had earlier talked about how 

banking would see some improvement on YoY basis in fiscal 2019 versus 2018. Given the 

start that we have had in Q1, do you still expect banking to pick up on YoY basis and 

secondly if not, then what really picks up the slack as far as the guidance is concerned? 

Mohit Joshi  

We will decompose the banking piece for you. So the first piece is around Finacle and in 

Finacle, while there isn’t a gigantic core banking happening, there is a lot of interest in the 

digital components of Finacle. There is a lot of interest in the blockchain-based components 

and we feel that that business has a good trajectory for the remainder of the year.  

On the services side, there has been an uptick in our US business. And finally on the Europe 

side this year we had a weakness in one of our clients because of project delays and 

cancellations. I expect growth to come back to some degree in Q2 but after that we see a 

strong trajectory for that business. The insurance business has been a strong performer for us 

both on the services side and increasingly on the platform side with the chemist platform that 

we have. If you look at the services business, again we had spoken in Q4 about insourcing for 

one of our large clients but we believe that that rebalancing is pretty much complete and the 

business has grown faster than the overall portfolio. For the Europe business as Pravin and 

Salil mentioned, we had a muted performance in this quarter and we see some growth coming 
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back in Q2 but a strong performance for the remainder of the year. The rest of the world 

business has remained strong and so hopefully this gives you more colour to the business. As 

I had mentioned in my previous answer to Ankur, the fact is that this business has a very high 

degree of client concentration just like with our peers. So when you have this client 

concentration and certain headwinds like sudden budget cuts or a degree of insourcing and 

you have these tailwinds like the greater move towards digital or a very strong strength in 

running significant transformational programs like a lending transformation or a trade 

transformation it does make for a complex business to forecast. Because we have been very 

successful in this business for the past many years, we had a very strong record over the past 

16 to 20 quarters. On balance, we remain optimistic about our potential in this business over 

the remainder of the year. 

Divya Nagarajan 

Fair enough, thanks and on the last deals I noticed that your TCV has gone up, could you give 

us a colour of the renewable versus new components in that mix this quarter? In the past you 

have given a sense of what percentage of that is 100% new deals versus renewals, if you 

could help me understand that? 

Salil Parekh  

We have got for this year over 1.1 bn in large deals of which 47% has come from net new 

and as mentioned earlier 40% has come from our financial services sector. 

Divya Nagarajan 

Thank you. I will come back for follow-up. Thanks. 

Moderator 

Thank you. The next question is from the line of Moshe Katri from Wedbush Securities. 

Please go ahead. 

Moshe Katri 



23 
 

Thanks, congrats on a very strong TCV. Looking at the 40% that you have been talking about 

in terms of financial services, can we get some colour on what is the mix between North 

America versus the other part of the business and then are we calling a bottom to the 

weakness in financial services given the TCV and given the ongoing ramp or the conversion 

of the existing backlog and bookings into revenues? 

Mohit Joshi  

Both the large deals that we spoke about are in North America. As far as calling a bottom is 

concerned, as we have stated in our previous commentary we remain optimistic about our 

potential in this business over the remainder of the year. It is a complex business, it has its 

own headwinds and tailwinds but we have had a very strong track record. We are seeing a 

huge amount of uptick of our digital suite of businesses and we are, on balance, optimistic 

about the potential of the business for the remainder of the year. 

Moshe Katri 

Is there are anything in terms of how you quote the quarter on a monthly basis looking at 

April, May and June in terms of the pickup in the business, have you seen kind of a steady 

pickup, have you seen that kind of catching up towards the end of the quarter may be some 

colour on that? 

Salil Parekh 

Are you talking specifically to Financial Services or across the company? 

Moshe Katri 

Financial Services and across the company? 

Salil Parekh 

Overall, we do not see any monthly variation in a quarter if that is the question if I have 

understood it well. Overall the volume pickup for us in Q1 was quite strong and overall the 

QoQ growth for the company remains in constant currency at 2.3%. With the large deal wins 

and some of the traction we are seeing in large accounts both in Financial Services and across 
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the company, we remain positive with respect to what we see in the demand environment. 

We do not see a monthly distinction in that, at least not in what we have seen so far. 

Moshe Katri 

Thanks. Good execution. 

Moderator 

Thank you. The next question is form the line of Keith Bachman from Bank of Montreal. 

Please go ahead. 

Keith Bachman 

I want to ask two longer-term questions on margins and I will ask them quicker since they are 

related. The first is on your onsite-offshore mix, with all the Connecticut, Indiana and 

Australia, do you anticipate that the mix of delivery will change, I think you have been at 

roughly 70:30, will that change over the next few years? I understand that you are going to 

have a pyramid scheme onshore but wouldn’t the cost of onshore labor or the profitability of 

the onshore labor still be less than what you can get offshore? I am just trying to understand 

the onshore and offshore mix over the next couple of years and what the margin implications 

would be? 

M.D. Ranganath 

Coming to the onsite mix if you look at the last seven to eight quarters, it has come down 

from the lower 30 to 28 levels. We do not see a significant change from the overall 30:70 

kind of a structure that we have had. If the question is because of the digital, which tends to 

have higher onsite as well as the higher localization, would it change? Our current assessment 

is that at least in the near term, we do not see a significant change in that. Point number two, 

on localization, what we are doing is really the composition of the work force onshore is 

changing. What I really mean by that is the percentage of the client dependent folks or the 

local hires would keep rising. That is one part. The second part is on the pyramid, it includes 

the freshers that we hired from universities or other local universities. There we have found 

that for the concomitant H1 hires with a similar experience, those hires are clearly coming at 
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an attractive cost equation. So we also make them undergo three months of training onsite. 

We have just announced the Indiana Training Centre, I think the first batch 1000 people have 

already undergone training. Their utilization level is high and the propensity of the clients to 

kind of deploy them in the projects are also significantly higher than what we saw, may be a 

year to two ago.  

Coming back to your question there is no significant change on account of the business mix 

in the onsite offshore ratio. Second, building the pyramid onsite is a gradual process that we 

will continue to focus on. And third, while some part of the digital, the initial phases will 

have higher larger onsite component, what we have seen is that, as the scale increases, our 

flexibility and ability to offshore some of that has also happened. For example, 

salesforce.com related implementation, barely few quarters ago we used to have a very high 

onsite component and as they built up scale and as we got a lot of folks trained offshore, the 

offshore component has been increasing. I think it is all about scale as well as our ability to 

train. So a combination of these factors, I would say that in the near to medium term, we do 

not see significant change in the onsite offshore mix structure. 

Keith Bachman 

Fair enough. Thank you for that answer. My follow-up question is related, this year you 

anticipate making incremental investments which is why you are guiding margins down for 

the year, no change from the original guidance. But how do investors understand that this 

year is not a trend rather than an anomaly. In other words, what gives you the confidence that 

in subsequent years because the business mix is changing you will not have to make 

incremental investments thereby pressure the margins, why is this year one time and that is it 

from me? Thank you. 

M.D. Ranganath 

As we outlined in April, there are certain areas where we see an opportunity to invest, to 

leverage on growth. So I think that is what we have made. We have had a detailed plan and 

have concretized where we want to invest and how much we have to invest. Of course on an 

ongoing basis, even in our core IT services, we make a lot of investments whether in training 

people and attracting certain specific niche talent. That we continue to make, that is the 
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normal course of enhancing our capabilities from time to time. That happens. What we 

outlined this year was essentially revitalizing sales, we had to focus on large deals and certain 

new geographies and things like that, as well as certain digital competency investments. 

While there will be an ongoing investment as a normal course of business, I think what we 

outlined this year is something that we want to do for over the next 12 months. 

Moderator 

Thank you. The next question is from the line of Viju George from JP Morgan. Please go 

ahead. 

Viju George 

Thank you for taking my question. I had a couple of questions on wage hikes. I think you 

indicated that the wage hike impact is about 100-basis points? Isn’t that a little lower than 

what the normal impact is? 

M.D. Ranganath 

I think this year also we gave 6% to 8% in India and 1% to 2% onsite and there is no 

difference in terms of the impact. As you know for 85% of the employees, we have rolled 

effective April 1, 2018 and for the balance 15% we will be rolling out from July 2018. So to 

that extent there will be some catch up in Q2 but not very significant. 

Viju George 

So are you saying it is pretty much on par with prior years? 

M.D. Ranganath 

Yes for 85% we have already rolled out effective April 1 and for 15% effective July 1. To 

that extent, there will be some catch up, but not significant.  

Viju George 
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The other question I had was on the investments you mentioned Ranga. It is a 140 basis 

points investments you have put it there, that is almost $40 mn? I think increase in subcon is 

also part of that, which is $20 mn QoQ. That still leaves a fairly large gap of $20 mn of 

investments to do in a single quarter and I do not think it has taken the form of sales and 

marketing because your sales and marketing people cost are pretty much flat, even mildly 

down QoQ, so where is $20 mn investments gone to? 

M.D. Ranganath 

I think the trajectory of investment as we have said is gradual. Some of these investments are 

also in terms of hiring. If you look, some of the investments that you talked about are kind of 

split between three components; one is the US talent model that we had to invest, that will be 

reflected in the onsite employee cost, that will be part of that. Then we also had certain 

localization investments, which will be part of the G&A as well. Then also in certain specific 

digital skills, we also had to invest in sub-con to some extent. Say a combination of all the 

three is what we are talking about. 

Viju George 

But Ranga just to take this forward if I may, where does that get reflected because F&M 

people cost do not seem to have moved QoQ, G&A people cost does not have seemed to have 

moved QoQ? This is largely single cost of revenues as far as localization cost is concerned? 

M.D. Ranganath 

Viju, one way to look at it is look at the average quarterly cost over FY’18, that will give you 

a trend line. Just on a sequential basis it may not totally indicate to you because there is an 

effect of both currency as well as the other elements. To answer your question, this is split in 

these three components and if you get into a quarterly average for the last year that will give 

an indication between G&A, sales and onsite employee cost. 

Viju George 

One last question was on gross margins. Your gross margins have declined 60 basis points 

YoY. If I look at on a YoY basis you have had several tailwinds in your favor, you have had 
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utilization that moved up 170-basis points, you have had exchange rates depreciated over 4%, 

digital usage has gained traction and typically margins in digital are still better, you have 

been bringing down the component of onsite, yet your gross margins have declined despite 

all these tailwinds. So what does mean, does this is mean that the legacy business margins are 

coming down more sharply and is it something that we have to be concerned about? 

M.D. Ranganath 

That is a good question. I think one point is we may recollect the Q1 of last year. We did not 

have comps review and it was rolled out effective July. So this quarter we have rolled out 

effective April 1, while it was in July in the last year and was not in the previous Q1, so this 

is the combination of the fact. 

Viju George 

Thanks and last question on attrition, you did talk about interventions there. Is attrition at 

middle to senior level a matter of concern now because you have lost two business heads very 

recently, are you seeing attrition at one or two levels below them as well and is that 

concerning and why this is happening? 

Pravin Rao 

As explained earlier the attrition impact has been primarily with people with two to four 

years’ experience. We have not seen different trends at senior level; the attrition is much 

lower and under control. We did have a couple of exits in the recent past and as we have 

always maintained, it is sad to see people leave especially who have been with us for a fair 

amount of time and have contributed. But when people do get opportunities and they want to 

pursue different things, we have to just wish them well. We have a strong leadership bench 

and in one sense this gives opportunity for people at the next level to step up and we have 

already identified replacement for the two people who left and there is no impact. 

Viju George 
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Attrition of high performers, has that also moved up because in the past that was the metric 

you were concerned with rather than overall attrition rate, has that also moved up to cause 

concern? 

Pravin Rao 

This quarter we have seen an increase in high performance attrition as well. In the past you 

are absolutely right, high performer attrition was on the lower side. This quarter has been an 

exception. So as I said earlier, we have already identified two interventions to address it and 

we are confident that we should be able to bring it back under control. 

Viju George 

Thank you Pravin, and thank you Ranga and all the best for FY’19. 

Moderator 

Thank you. The next question is from the line of David Grossman from Stifel. Please go 

ahead. 

David Grossman 

I am wondering if I could go back to the comments on the revenue productivity per 

employee, it looks like the productivity is still down yet utilization is up, does that tell us 

anything about pricing in itself, can you kind of help us or walk us through that? 

M.D. Ranganath 

If you look at the per capita revenue, that is total revenue by total employees, that has gone 

up during the quarter, YoY it has gone by 5.7% and has gone up sequentially as well. If you 

are referring to price realization number, I would not draw too much on a sequential basis, I 

think YoY is a much more indicative number, there it is pretty much flat. 

David Grossman 

So you are saying like-for-like pricing on a YoY basis has been relatively flat? 
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M.D. Ranganath 

The price realization, that is the revenue per billed employee in a broad term. So the price 

realization has been flat, which is some kind of a surrogate indicator of pricing. However, if 

you look at the revenue per employee which essentially takes into account the productivity 

improvements, it includes both billed as well as unbilled on the total revenue. That has been 

going up, which is a reflection of two things, one the rate of growth of revenues being higher 

than the rate of growth of headcount in certain services essentially infrastructure 

management, testing and maintenance services which are more amenable for automation, that 

is where it has happened. It is also to some extent influenced by the utilisation as well. As the 

percentage of digital revenue grows, as digital is coming at a higher gross margin currently, 

that will also have a play on that. 

David Grossman 

A broader question just about how currency floats through over time. One of your 

competitors said that you really shouldn’t look at the impact short-term on margins from 

currency fluctuations because it will effect spending levels – could be wage hikes or other 

spending. So that is one question, is that really how you view it as well? And then secondly I 

have to assume that eventually currency fluctuations accrue back to your clients. I am just 

wondering if you walk us through that dynamic? 

M.D. Ranganath 

Well, the currency is an important element especially the US Dollar and India. Last year for 

example, it was adverse in the sense that the rupee had appreciated. It does have an impact on 

the margin primarily because the offshore costs are translated back differently. However, 

when we plan we are not linking our investment plans or some of the other cost elements that 

we need to do, on the expectation of a currency movement because it is primarily driven by 

the business needs. Of course, this quarter a tailwind on the currency helped us to some 

extent but that is not always the expectation; or that every quarter we expect certain currency 

and based on that we budget. I think primarily that is why the band that we give for margins 

as 22% to 24% and in the first quarter it was 23.7%. We have planned certain investments as 

we had outlined at the beginning of the year and they are gradual investments. At the same 
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time as I was mentioning earlier there are operational efficiencies and cost levers that we 

have, both productivity based as well as the other factors like onsite pyramid and so on, we 

will continue to leverage them. As we make those investments concomitantly we will also be 

optimizing the levers. So we are comfortable with the current band. 

David Grossman 

Just one last question on the subcontract, as you mentioned it did tick up as a percentage of 

revenue and obviously you have had two consistent quarters of relatively strong booking. So 

is the increase in subcontractors just the function of better bookings and ramping capacities or 

is there something more behind just the mix of business that is mandating that you get 

different skill sets that you do not currently have in-house? 

M.D. Ranganath 

As I said, there are three factors in play and subcontractor expense. One, certain digital 

projects that we undertake, in the initial stages has a higher onsite component and sometimes 

the current visa environment provides us challenges to start those projects on time. While to 

some extent we are mitigating through local hiring, we still have some play to go there. So 

that is one of the reasons for the increased demand for subcontractors. Second, and the most 

important point is also that we are running at very high utilization levels. That also plays into 

that. So one point to note is that when we look at our total employee cost we look at both 

aspects, the onsite employee cost as a percentage revenue as well as the subcontractor’s 

expenses as a percentage of revenue. The whole idea is, when we engage the subcontractor 

we need to ensure that the corresponding billing rates reflecting their prices is also there. 

Typically, as the incremental ones are getting a higher price or a higher billing rate digital 

projects, that percentage is fine with us. 

Moderator 

Thank you. The next question is from the line of Srinivas Rao from Deutsche Bank. Please go 

ahead. 

Srinivas Rao 



32 
 

I have two questions. First your share of digital continues to increase but this quarter on a 

quarterly basis we see fixed price in a project share coming down. If you could give some 

colour as to the digital projects, are you getting this on a time and material basis or they 

generally skew towards fixed price, that color would be helpful? Second, within your digital 

stack, is there any feedback on the type of projects that you are getting whether the share of 

Cloud migration is more or as you said the share of Experience projects, any such feedback 

would be helpful? Third, taking the point that you answered in the previous question, as you 

said the subcontractor expenses also need to be appropriately billed, which means they have a 

positive impact on revenue but they are not part of the employee stack, at least on a seasonal 

basis leading to a higher revenue per employee number which we get to see? These are my 

three questions. Thank you very much. 

M.D. Ranganath 

Let me answer the third question that is not the case. It is not only because subcontractors are 

getting billed at higher rate that the per capita revenue has gone up. No, even at a broader 

pool as well, because of higher productivity and utilization, automation and higher digital 

component. Now on the other part I request our President, Ravi Kumar to address on the 

digital piece. 

Ravi Kumar 

Most of our digital revenue is primarily on all the five pillars but the biggest chunk of it is 

actually coming from Cloud transformation projects, which primarily come in a fair bit of 

fixed price. We do see three pointed projects coming up in cyber security, experience tower, 

which we called out earlier and then there is a big opportunity around modernization, which 

again comes in big chunk. Modernization in different aspects of digital – open source, 

migrating workloads to the cloud is also a great opportunity around Agile, DevOps and 

legacy modernization. So that is where we are seeing the trend of where the digital revenues 

are evolving. A lot of our existing customers are actually taking small projects and then they 

are scaling it up while large deals come with opening into digital where we could look at 

existing landscapes of our clients and transition those landscapes into the digital world. 

Moderator 
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Thank you. The next question is from the line of Sandip Agarwal from Edelweiss. Please go 

ahead. 

Sandip Agarwal 

Thanks for giving me the opportunity. My question is regarding the guidance 6% to 8%. I 

understand it is just the first quarter but this quarter we have come at 8%. Now the thing that I 

am trying to understand that this 6% to 8% how do you see it? The way you are seeing the 

demand momentum, the order book growth and relatively the positive commentary versus 

last quarter, so is the ask going to increase and when you are guiding are you building in that, 

that is precisely the question? 

Salil Parekh 

In terms of our business environment we shared over the last few questions and in our press 

release, what we see in terms of how our clients are reacting to first the Agile Digital 

capabilities that we have and second the AI and automation infused core services business 

that we have. Those things show us that we have good traction in the market. The overall 

demand environment is stable. On the guidance side, we started the year and we built a plan 

and we shared the constant currency guidance at that time and that is something that we have 

done. We are now focused fully on our clients and the execution of the business and we are 

not looking in that sense day-to-day on what is going on with the guidance. The demand 

environment discussion comes really from all the interactions that our leadership, our sales 

people and many of our delivery leaders have with our clients and what we see in the markets 

generally. 

Moderator 

Thank you. The next question is from the line of Ravi Menon from Elara Securities. Please 

go ahead. 

Ravi Menon 

Thank you for the opportunity. Could you give me some colour on the large deal wins – we 

have seen that your TCV from large deals have improved over the last two quarters. What has 
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really led to this, is it a broader pipeline and if that is the case where it is coming from or if it 

is better win rate, what is helping you now? 

Pravin Rao 

Doing multiple things on the large deal side and that was reflected in the increased trajectory 

over the last few quarters. Right from the deal origination perspective itself we are increasing 

our engagements with deal advisors and industry analysts who play sometimes influential 

role in sourcing the large deal. Then we had put together a large deal team dedicated to bring 

the best solution and tapping the best talent within Infosys. So that is the other thing that we 

have done and we have also created some incentive structure internally for incentivizing 

people to go after and convert large deals. It is a combination of things, but primarily the 

increased focus on specific interventions has resulted in a higher win rate in this large deal 

space. 

Ravi Menon 

Thank you for that. I know that you have stopped giving metrics that show service line 

composition. Does this prelude to a reorganization of your delivery site and if you could also 

explain how have you organized your services, the people aligned to services versus the 

verticals? 

Pravin Rao 

As part of changes in IFRS  we tried to reflect the reporting in line with how we are internally 

organized, there is no real reorganization or anything in that sense. 

Ravi Menon 

Last followup could you give us the WongDoody contribution and the headwinds from Skava 

this quarter? 

Pravin Rao  

It is about 2 mn. 
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Moderator 

Thank you. The next question is from the line of Bryan Bergin from Cowen & Company. 

Please go ahead. 

Bryan Bergin 

Thank you. A clarification on the North American improved dialogue, is that all due to an 

improved pipeline in financial services or are you seeing a broader increase in client budgets 

across other verticals as well? 

Salil Parekh 

In North America we have seen strength in what we have done in our retail sector. We see 

continued strength in energy, utility, resources and services business. We also see a good 

traction in financial services which is a change from the previous quarters. The overall 

environment for us remains stable to good in the US geography. 

Bryan Bergin 

You mentioned earlier how much of your large deals was net new work versus renewals can 

you do that for the Financial Services piece? 

Mohit Joshi  

Yes, it is about the same. About 43% of the financial services deals were net new. 

Moderator 

Thank you. The next question is from the line of Apurva Prasad from HDFC Securities. 

Please go ahead. 

Apurva Prasad 

Thanks for taking my question. If you can just talk about the large deal wins margin profile, 

how different would that be versus the large deals earlier?  
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Salil Parekh 

What we notice in the large deal wins especially the ones we have since this Q1, the 

competitive margin profile at the start is always very strong. However, there is a lot of 

automation and AI that we build in and a lot of productivity improvement that comes as we 

get into these deals over a period of time. So from a start perspective the competitive 

dynamic is always strong and over a period of time we start to see productivity, AI and 

automation into these deals. 

Moderator 

Thank you. Ladies and gentlemen this was the last question for today. I now hand the 

conference over to Mr. Sandeep Mahindroo for his closing comments. Over to you Sir! 

Sandeep Mahindroo 

Thanks everyone for joining us on this call. We look forward to talking to you again. I would 

like Salil to say a few words before closing the call. 

Salil Parekh 

Thank you everyone for joining us on this call. Just to confirm what we have said earlier. 

Overall, we started the fiscal year with a solid quarter. We see good momentum within our 

Agile Digital business. We see our core services, Automation and AI becoming more and 

more relevant with our clients. We see a strong margin performance in Q1 and we see a 

demand environment which starts to give us a good level of view into what our clients are 

spending going ahead. And this marks the start of the execution of our strategy and of our 

three-year transformation program. Thank you everyone and talk to you on the next quarterly 

call. 

Moderator 

Thank you. Ladies and gentlemen, on behalf of Infosys that concludes this conference call. 

Thank you for joining us and you may now disconnect your lines. 
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