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IT & ITeS Sharekhan code: INTELLECT Result Update

Intellect Design Arena Limited
Healthy Q4; Growth oppotunities sprout from Cloud seeds
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Summary

 � We maintain Buy with a revised PT of Rs. 900, given favourable industry tailwinds, strong 
deal win momentum, and healthy deal pipeline.

 � Mixed quarter – broadly in-line revenue, while OPM missed the mark; Q4 witnessed 
strong digital-led wins, healthy deal pipeline, and robust cash flow generation. EBITDA 
margin improved by 719 bps y-o-y to 25%.

 � Focuses on (1) technology in building multi-product fintech platform, (2) integrated product 
portfolio, and (3) consistent deal wins for a sustainable growth momentum. Management 
aims to double revenue to $400 million over the next five years.

 � The company’s revenue and earnings are expected to post a 16% and 27% CAGR, 
respectively, over FY2021-FY2023E, led by strong traction for products across segments, 
new product launches, deal pipeline, and margin expansion.

Intellect Design Arena Limited (Intellect Design) delivered revenue growth of 8.9% y-o-y to $54.1 
million, largely in-line with our expectation of $54 million, led by strong growth in Cloud/SaaS 
revenue. Although EBITDA margin remained below our expectations, digital-led wins, deal pipeline, 
and operating cash flow generation remained strong. Gross profit margin improved by 290 bps 
y-o-y to 56.5%. EBITDA margin improved by 719 bps y-o-y to 25% (though below our estimates), 
led by cost-control measures. The company has managed to keep its operating expenses flat on 
a y-o-y basis despite 9.7% y-o-y growth in revenue (in Rupee terms). Net profit grew by 96.8% 
y-o-y, led by higher profitability. Intellect Design focuses on three aspects such as (1) superior 
technology in building a multi-product fintech platform, (2) integrated product portfolio, and (3) 
consistency in deal wins through innovative sales and marketing strategy for a sustainable growth 
momentum. Management remains confident on delivering strong growth momentum over the next 
five years because of strong traction for its products across iGTB and iGCB segments, monetisation 
of products under Intellect SEEC and iRTM segments, cross-selling opportunities, consistent in 
digital-led wins, and strong deal pipeline (up 12% y-o-y). The company has strengthened its product 
management and delivery capabilities across all products. iGTM business is expected to maintain 
its growth momentum, given its investments in sales team, technology capabilities, and delivery 
management. In the iGCB segment, management highlighted that pricing of its products under 
this segment would cost 10%-12%, lower to banks compared to its competitors. On account of this 
coupled with strong traction for its products in US and UK markets, management remains confident 
on delivering strong revenue growth in the iGCB segment in the medium-to-long term. Further, the 
company has been investing in sales team, GTM strategy, product and delivery management, and 
Cloud technologies to drive growth momentum. Management targets to double its revenue to $400 
million over the next five years, implying almost 15% CAGR. Margin is expected to be 30% in the 
coming quarters because of change in revenue mix, higher subscription revenue, and lower R&D 
expenses.

Key positives

 � Subscription/Cloud revenue grew by 68% y-o-y in Q4FY2021     

 � DSO days declined to 114 days compared to 150 days in Q4FY2020 

 � Went live in 13 financial institutions across the world in Q4FY2021

Key negatives

 � License revenue declined by 16% y-o-y in Q4FY2021

Our Call

Valuation – We have fine-tuned our earnings estimates for FY2022E/FY2023E, factoring in missed 
margin estimates in Q4FY2021, while management commentary remained optimistic on sustained 
growth momentum and improvement in profitability with change in revenue mix. Consistent in digital-
led wins, deal pipeline, new product launches, and 13 implementation go lives are expected to drive its 
growth momentum going ahead. The company’s consistent large deal wins in liquidity management 
in the iGTB space and strong traction for its iGCB in UK and US would aid to company’s sustainable 
growth momentum.  At the CMP, the stock is trading at a valuation of 31x/24x its FY2022E/FY2023E 
earnings. We continue to like the stock given favourable industry tailwinds, its future-ready integrated 
product portfolio, increasing SaaS revenue contribution, and possibilities of improving financial 
metrics. Hence, we maintain our Buy rating on the stock with a revised PT of Rs. 900.

Key Risks

1) Slower adoption of its products, 2) introduction of superior products by peers or technology 
disruptions, and 3) higher DSO days impacting working capital.
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Company details

Market cap: Rs. 10,067 cr

52-week high/low: Rs. 847 / 62

NSE volume:  
(No of shares)

6.1 lakh

BSE code: 538835

NSE code: INTELLECT

Free float:  
(No of shares)

9.1 cr

Shareholding (%)

Promoters 31.2

FII 29.7

DII 5.6

Others 33.4

Price performance

(%) 1m 3m 6m 12m

Absolute  16.2  72.1 216.8  961.9 

Relative to 
Sensex

 13.5  76.3 201.4  905.1 

Sharekhan Research, Bloomberg

Reco/View Change

Reco: Buy 
CMP: Rs. 757

Price Target: Rs. 900 á

á Upgrade  Maintain â Downgrade

Price chart

What has changed in 3R MATRIX

Old New

RS 
RQ 
RV â

Valuation Rs cr

Particulars FY19 FY20 FY21 FY22E FY23E

Revenue 1,449.6 1,350.9 1,499.2 1,781.3 2,069.1 

OPM (%) 9.6 5.5 23.9 27.0 29.5 

Adjusted PAT 131.3 16.0 262.8 335.0 431.9 

% YoY growth (87.8) 1,544.1 27.5 28.9 

Adjusted EPS (Rs.) 10.2 1.2 19.6 24.6 31.7 

P/E (x) 74.5 620.6 38.7 30.8 23.9 

P/B (x) 10.1 9.9 7.4 6.0 4.8 

EV/EBITDA (x) 74.2 140.0 28.6 20.7 15.7 

RoNW (%) 14.1 1.5 21.6 21.5 22.2 

RoCE (%) 9.2 0.5 20.1 23.7 24.6 
Source: Company; Sharekhan estimates
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Mixed quarter, margin missed the mark

Intellect Design reported largely in-line revenue performance. While EBITDA margin missed our expectations. 
Digital-led wins, deal pipeline, and operating cash flow generation remained strong. US Dollar revenue grew 
by 8.9% y-o-y to $54.1 million, broadly in-line with our estimate of $54 million. Revenue growth was driven 
by 68% y-o-y growth in Cloud/SaaS revenue, 11.5% y-o-y growth in AMC revenue, and 10% y-o-y growth 
in implementation and customisation revenue. However, license revenue declined by 16% y-o-y during the 
quarter. Gross profit margin improved by 290 bps y-o-y to 56.5%. EBITDA margin improved by 719 bps y-o-y 
to 25%, though below our estimates, led by lower operating expenses to total revenue. The company has 
managed to keep the operating expenses flat on a y-o-y basis despite 9.7% y-o-y growth in revenue (in Rupee 
terms). Net profit was up by 96.8% y-o-y to Rs. 80.7 crore, in-line with our estimates, led by higher profitability.

Optimistic on sustainable growth momentum; Digital-led wins remained strong

Management remains confident on delivering sustainable growth momentum in the coming quarters because 
of strong traction for its products across segments, monetisation of products under Intellect SEEC segment, 
cross-selling opportunities, large digital-led wins, and strong deal pipeline (up 12% y-o-y). Further, the company 
has been investing in sales team, GTM strategy, capabilities in certain businesses, and new technologies to 
drive growth. Management expects revenue would be doubled to $400 million in the next five years, implying 
a 15% CAGR. Margin would be expanded on account of change in revenue mix, higher subscription revenue, 
and lower R&D expenses. Management believes EBITDA margin would improve to 30% going ahead, which 
would drive earnings at a 30% CAGR in the medium term.

Key conference call highlights

 � Brief roundup of FY2021 performance: Intellect Design reported revenue of $202 million in FY2021, 
implying growth of 6% in a pandemic year. Growth was driven by strong 47% y-o-y growth in SaaS/Cloud 
revenue, 35% y-o-y growth in license revenue, and 18% growth in AMC revenue. Effectively, license-linked 
revenue grew by 31% y-o-y, which accounted for 54% of total revenue in FY2021 from 46% of total revenue 
in FY2020. Gross margin grew by 740 bps y-o-y to 55.7% in FY2021. EBITDA margin improved significantly 
to 23.9% in FY2021 from 5.5% in FY2020, led by significant reduction in operating expenses (down 11% 
y-o-y) despite 11% y-o-y growth in Rupee revenue in FY2021. Net profit grew by 16.4x to Rs. 262.8 crore 
in FY2021. OCF grew by 11x to Rs. 463.3 crore in FY2021. OCF to net profit and OCF to EBITDA stood at 
176% and 130%, respectively, in FY2021. Management highlighted that FY2021 was a significant year for 
Intellect Design in terms of both financial and technology perspective. The company recorded 38 digital- 
led wins (including 16 large digital transformation deal wins) and 52 implementation go lives across the 
world in FY2021.

 � Higher spending on digital in the banking industry: Management sees traction for its products and 
platforms, given higher adoption of digital technologies among banks, data analytics, and improving 
customer experience. Further, the outbreak of COVID-19 has pushed digital transformation into the new 
level.

 � Earlier investments have strengthened its four underlying technologies: Over the past three years, 
Intellect Design has been investing on its sales team, GTM strategies, Cloud technologies, and data 
technologies in the US and UK to drive its growth. Management highlighted that it has invested $40 
million+ on data and Cloud technology capabilities in the US. These investments have helped the 
company to strengthen its capabilities in four areas of technologies such as (1) AI/ML – Data Platform, 
(2) Hyperscale Contextual/Corporate Banking operating System, (3) iTurmeric API Ecosystem, and (4) 
Intelligent Document Exchange (IDX).

 � Focuses on five elements of technologies: The company focuses on five elements of technologies given 
the requirements of the industry. The company uses (1) highly secure hyperscale Cloud technology – the 
company has picked-up streaming and mouse over analytics technology from Netflix. This technology 
provides significant advantage to the company as it uses this technology in both corporate banking 
and retail banking, (b) high performance technology for high volumes – the company is able to execute 
5,000 transactions per second (TPS) using technologies versus 100-200 TPS earlier; the company has 
introduced this technology in the advanced markets; (c) customer experience (UX), (d) data as the new oil 
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and (e) Digital inside –the company sees strong traction in this area. Deal pipelines in this new technology 
remained strong. Management stated that these four elements have been driven by the above four 
underlying technologies.

 � iTurmeric platform helps the company to reduce RFP time: iTurmeric platform is benefiting customers. 
Proof of concept (POC) to customers using iTurmeric platform is less than four weeks. This platform has 
helped the company in mitigating RFPs and reducing the RFP time. Management highlighted that the 
transformation project is multi-year projects, while technologies have shortened the duration to multi 
weeks. Effectively, the company is able to win deals in Canada, Germany, and France using iTurmeric 
platform.  

 � Products are based on composable technologies: As per Gartner, composable thinking, composable 
business design with contextuality, composable and contextual architecture, and composable technologies 
are important for building a product. Management believes its products and platforms are based on these 
four things.  

 � Applies contextual technologies in corporate and retail banking products: Intellect Design applies 
contextual technologies in digital transaction banking, payments services, liquidity management, and 
trade and supply chain finance. The company is able to integrate digital core, digital lending, digital cards, 
retail banking, digital wealth, and central banking. Management highlighted that it is moving to treasuries, 
brokerage, asset services capital, underwriting, risk analyst, and magic submission for implementation of 
these technologies. 

 � iGOV portal is growing at a healthy pace now. Magic Aadhaar and IDX platform is helping in creating a 
great pipeline for the company.

 � Market leadership helps to win deals at a faster rate: The company has 25 customers in America, 23 
in Europe, 53 in APAC, and 139 in IMEA. The company is serving 240 customers in 97 countries. This is 
helping the company to grow at the faster rate as it has built the regulatory framework in these countries. 

 � Acceptance of its products across advanced markets: The company has recently won five deals in 
Germany, Austria, UK, France, Sweden, and US. The company is hiring people in these markets to expand 
its presence.

 � Strengthening leadership team: The company has added leadership bandwidth in the US and Europe 
to drive growth. The company has won many clients in the US in FY2021, which would be the company’s 
growth driver in FY2022E.

 � iGTB: The company has five platforms in this segment, out of which the company has been winning most 
deals in digital transaction banking and liquidity management platforms. The company has won a large 
deal in liquidity management from Societe Generale during Q4FY2021. The company has been able to 
win at least one large deal in liquidity management over the past five consecutive quarters (HSBC, First 
Abu Dhabi Bank, BNY Mellon, Northern Trust, Societe Generale, Lloyds Bank, etc.). The company has 40+ 
customers in liquidity management across 56 countries. The company generates 87% of its total revenue 
in the iGTB segment from existing customers. The company has sales staff in UK, Spain, Austria, US, UAE, 
and Singapore. The company has strengthened product management and delivery capabilities across all 
products. Management believes it is in the right path for growth, given its investments in sales, technology 
capabilities, and delivery management. Management expects growth momentum in this segment to 
continue for the next 3-5 years. 

 � iGCB: iGCB consists of six product lines. The company has won 18 deals during FY2021, while its 
competitors and peers have muted growth in this segment. Intellect Design’s retail banking division won 18 
deals in FY2021, six of which are classified as destiny deals, six as upgrade deals, and six as other deals. 
Concentra deal helped the company to enter into the North American market. The company has around 
300 APIs in this segment. Management focuses on North America and Europe for growth in this segment. 
Europe was the largest revenue contributor to this segment in FY2021, while other advanced markets grew 
handsomely. The company has been building sales team and delivery capability in advanced markets. 
The company would launch a new product in Europe in the coming quarters. The company’s three product 
engines such as digital core, digital lending, and Quantum banking are firing. Management highlighted 
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Results Rs cr

Particulars Q4FY21 Q4FY20 Q3FY21 Y-o-Y % Q-o-Q %

Revenues ($ mn) 54.1 49.7 51.8 8.9 4.5

Net sales 394.6 359.6 382.3 9.7 3.2

Software development expenses 171.7 166.9 168.2 2.9 2.1

Gross Profit 222.9 192.7 214.1 15.7 4.1

SG&A expenses 100.6 105.2 93.6 -4.4 7.5

Research & engineering expenses 23.8 23.6 23.0 0.8 3.5

EBITDA 98.5 63.9 97.5 54.1 1.0

Depreciation & amortisation 19.6 19.1 18.9 2.4 3.5

EBIT 78.9 44.8 78.6 76.2 0.4

Other income 11.0 3.0 3.0 263.9 266.7

Finance cost 1.3 3.8 1.3 -65.8 -

PBT 88.6 44.0 80.3 101.4 10.4

Tax provision 7.9 1.3 6.0 516.4 32.4

Net profit 80.7 41.0 80.4 96.8 0.4

EPS (Rs) 5.9 3.1 6.1 92.8 -2.3

      

Margin (%)      

EBITDA 25.0 17.8 25.5 719 -54

EBIT 20.0 12.5 20.6 755 -55

NPM 20.5 11.4 21.0 905 -58
Source: Company; Sharekhan Research

that implementation costs of its products (TCO) in this segment are 10%-12% cheaper compared to its 
competitors. Management indicated that business growth momentum would continue in the US and UK. 
The company plans to invest in sales, capabilities in certain areas, and Cloud operations. The company 
is winning most deals in the Cloud area. Management is cautiously optimistic in the near term, while it is 
strongly optimistic in the medium term.

 � Intellect SEEC:  Management highlighted all of its customers are on Cloud and subscription based. Most 
customers are in the US and UK and some of them are in Australia. The company’s underwriting (xponent) 
platform has gone live for two large US insurers. The company has launched Magic Submission and 
Magic Aadhaar during the quarter. During April, the company has won a deal with one of the largest UK 
wealth providers. Management sees good traction for the products under this segment. Management 
stated that it is currently involved with 30 active discussions with customers across the world, primarily in 
India and US. Monetisation of the Intellect SEEC will happen in FY2022.

 � iRTM: The company is working on the GTM strategy for this segment. The company has gone live in UAE. 
The company is working on treasury for Central Bank and treasury for the NBFCs and is looking to enter 
into the treasury business in European market.

 � iGov and GeM business: Management highlighted that adoption of this platform is happening now. This 
business was breakeven for the company in FY2021. Management expects positive growth cycle in GeM 
business in FY2022 with higher volume.

 � Outlook: The company focuses on three aspects such as (1) superior technology in building a multiproduct 
fintech platform, (2) integrated product portfolio, and (3) consistent deal wins. Management expects the 
quarterly revenue run rate to touch $60 million from the current run rate of $54 million. The company 
focuses on driving its revenue growth momentum because of product launches, cross-selling opportunities, 
and deal pipeline. It expects revenue to be doubled to $400 million in the next five years. It has the 
potential to deliver revenue growth of 20%. Margin would be expanded on account of change in revenue 
mix and higher subscription revenue. Overall, revenue growth would be in double digits, and it expects 
EBITDA margin to improve to 30%. Earnings growth would be at 30% for the next few years.
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Margin expanded on y-o-y basis

Source: Company, Sharekhan Research

Deal pipeline ($ mn) & y-o-y growth (%)

Source: Company, Sharekhan Research

Improving execution continues

Source: Company, Sharekhan Research

Number of deal wins remain strong

Source: Company, Sharekhan Research
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Outlook and Valuation 

n Sector view – Higher adoption of digital technologies across sub-segments of BFSI 

The financial services industry is on the cusp of adopting digitisation, new-age technologies, and products as these 
firms have sharpened their focus on proving a seamless, real-time, and hyper-personalised banking experience 
to their customers. The global financial technology market is expected to register a 22% CAGR over 2020-2025, 
reaching a market value of $305 billion by 2025. The fintech industry’s growth is expected to outpace revenue 
growth expectations of the overall financial sector.

n Company outlook – Quality of revenue to drive profitability and cashflow

Intellect Design has been focusing on increasing the license component in the total deal TCV as higher license 
revenue would lead to higher AMC revenue. This, in turn, would improve overall lifecycle revenue from the 
engagement. The company’s annuity revenue (AMC+ SaaS) contributes around 35% to total revenue and is 
expected to post a 20% CAGR over FY2021-FY2023E. Improving contribution of annuity revenue would help the 
company to drive its profitability and cash flow generation as well.

n Valuation – Best play in fintech space

We have fine tuned our earnings estimates for FY2022E/FY2023E, factoring in missed margin estimates in 
Q4FY2021, while management commentary remained optimistic on sustained growth momentum and improvement 
in profitability with the change in revenue mix. Consistent in digital-led wins, deal pipeline, new product launches, 
and 13 implementation go lives are expected to drive its growth momentum going ahead. The company’s consistent 
large deal wins in liquidity management in the iGTB space and strong traction for its iGCB in UK and US would 
aid to the company’s sustainable growth momentum. At the CMP, the stock is trading at a valuation of 31x/24x its 
FY2022E/FY2023E earnings. We continue to like the stock, given favourable industry tailwinds, its future-ready 
integrated product portfolio, increasing SaaS revenue contribution, and possibilities of improving financial metrics. 
Hence, we maintain our Buy rating on the stock with a revised PT of Rs. 900.
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Peer valuation 

Particulars
CMP 
(Rs / 

Share)

O/S 
Shares 

(Cr)

MCAP  
(Rs Cr)

P/E (x) EV/EBIDTA (x) P/BV (x) RoE (%)

FY22E FY23E FY22E FY23E FY22E FY23E FY22E FY23E

OFSS 3,768 9 32,427 17.5 15.9 10.2 9.4 4.5 4.4 26.9 27.9

Intellect Design 757 13 10,067 30.8 23.9 20.7 15.7 6.0 4.8 21.5 22.2
Source: Company, Sharekhan estimates
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About company

Intellect Design de-merged from Polaris Consulting Services in October 2014. Intellect Design is a Digital 
Financial Technology Products Company addressing the business needs of the banking and financial 
services domains. The company caters to the three main verticals in the banking industry – 1) retail banking, 
2) corporate banking, and 3) treasury and capital markets and the insurance industry. The company has four 
business units that are aligned with verticals such as Global Consumer Banking (iGCB), Global Transaction 
Banking (iGTB), Risk, Markets and Treasury (iRTM) and Insurance (iSEEC).

Investment theme

Intellect Design offers a wide spectrum of products across banking and insurance, which are built on 
microservices-based architecture, powered by AI and ML. With 12-14 products across four lines of business, 
the company is well placed to accelerate the digital roadmaps of financial institutions. The company has 
made substantial investments on talents, R&D, sales, and infrastructure to increase the acceptance of its 
products across geographies. Management is focusing more on profitability and cash conservation than on 
growth by improving the contribution of annuity revenue to overall revenue. 

Key Risks

1) Slower adoption of its products, 2) Introduction of superior products by peers or technology disruptions, 3) 
Higher DSO days impacting working capital.

Additional Data

Key management personnel 

Arun Jain Chairman & Managing Director

Manish Maakan Chief Executive Officer, iGTB

Rajesh Saxena Chief Executive Officer, iGCB

Banesh Prabhu Chief Executive Officer, Intellect SEEC

TV Sinha Head – Risk, Treasury and Capital Markets

Venkateswarlu Saranu Chief Financial Officer
Source: Company Website

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Amansa Capital 7.33

2 Gothic Corp 2.55

3 Vanguard Group 2.40

4 Atyant Capital India Fund 1.98

5 Nippon Life India Asset Management 1.65

6 Alternate Investment Fund 1.37

7 Emirate of Abu Dhabi United Arab Emirates 1.28

8 AL MEHWAR COMM INVESTMENTS 1.21

9 Vanderbilt University 1.18

10 Dimensional Fund Advisors 0.91
Source: Bloomberg

Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.


