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Estimate change  
TP change  
Rating change  

 
Bloomberg CYL IN 

Equity Shares (m) 113 

M.Cap.(INRb)/(USDb) 104.3 / 1.4 

52-Week Range (INR) 995 / 268 

1, 6, 12 Rel. Per (%) 13/83/205 

12M Avg Val (INR M) 357 

 

Financials & Valuations (INR b) 

Y/E Mar 2021 2022E 2023E 

Sales 41.3 46.3 55.3 

EBIT Margin (%) 10.1 13.1 13.3 

PAT 3.7 4.9 6.0 

EPS (INR) 33.8 45.0 54.4 

EPS Gr. (%) 0.1 33.2 20.9 

BV/Sh. (INR) 269.1 267.9 295.1 

Ratios    

RoE (%) 13.5 16.8 19.4 

RoCE (%) 9.9 13.4 15.3 

Payout (%) 72.5 50.0 50.0 

Valuations    

P/E (x) 28.0 21.0 17.4 

P/BV (x) 3.5 3.5 3.2 

EV/EBITDA (x) 15.1 10.9 8.7 

Div Yield (%) 2.6 2.4 2.9 

 
Shareholding pattern (%) 

As On Mar-21 Dec-20 Mar-20 

Promoter 23.5 23.5 22.9 

DII 21.2 22.7 22.1 

FII 38.5 35.7 42.2 

Others 16.8 18.2 12.9 

FII Includes depository receipts 
 

 

 CMP: INR947             TP: INR1,090  (+15%)                            Buy 

Double-digit growth in Services to drive re-rating 
Valuations inexpensive; maintain Buy 
 Cyient (CYL)’s 1QFY22 revenue de-grew 4% QoQ in USD terms (in line with 

our estimate). This was led by 20% QoQ decline in the DLM business (on 

negative seasonality) and a flattish performance in the Services business. 

The USD3m impact during the quarter was attributable to supply-led issues. 

The management retained its guidance for double-digit growth in the 

Services business and 20% YoY growth in the DLM business in FY22.  

 Within the Services business, growth in Utilities (4.4% QoQ), Aerospace (2% 

QoQ), and Communications (2% QoQ) was offset by decline in Rail 

Transportation (2.5% QoQ). 

 The EBIT margin increased 50bp QoQ to 13.1% (the highest in the past six 

years), led by Services (+100bp QoQ to 14.6%), despite a 180bp impact 

from wage hikes. Lower SG&A expenses (+180bps) and better operating 

metrics (+90bps) led to an increase in margins. Margins for DLM fell 290bp 

QoQ due to negative operating leverage.  

 Strong demand in ER&D, Services order intake, and the bottoming out of 

the Aerospace business (32% of revenue) gives us confidence in its FY22 

guidance for double-digit USD revenue growth in Services (our est: 10.1% 

YoY), albeit on a low base. We expect strong growth over the next quarter, 

led by deal ramp-ups and a better demand-supply confluence.  

 The margin improvement story should continue in FY22, with a 300bp YoY 

increase from the FY21 EBIT margin of 10.1% – as a strong showing in the 

Services business would aid overall profitability due to the segment’s higher 

margins. We expect the management to revise up their current guidance of 

a 200bp YoY margin improvement.  

 We see increasing spends in the ER&D industry and CYL’s strategy to digest 

these spends as a supporting factor in the near-to-medium term. 

 We raise our estimates on better potential margin performance as the 

management increases its intake of freshers as well as benefits from 

operating leverage. We maintain our Buy rating on attractive valuations. 

Our target multiple of 20x FY23E EPS takes our TP to INR1,090/share, 

implying an upside of 15%. 
 

Largely in-line results; DLM business a drag 

 Revenue was up 10% YoY (in-line) to USD144m, EBIT was up 172% YoY to 

INR1,388m (est: INR1,327m; 160% YoY), and PAT was up 41% YoY to 

INR1,150m (est: INR 1,075m; +32% YoY). 

 Revenue de-grew 4% QoQ USD, in line with our expectation. In CC terms, 

revenue de-grew 4.3% QoQ CC.      

 Services revenue at USD119.3m was flat QoQ and up 6.3% YoY.  

 DLM revenue at USD24.2m was down 20% QoQ and up 31.7% YoY.  

 Order intake for the quarter grew 20% YoY to USD140.3m. CYL won four 

large deals with TCV of USD46m (three in Services and one in DLM).  
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 Within the Services business, growth came from Utilities (4.4% QoQ), Aerospace 

(2% QoQ), and Communications (2% QoQ). This was offset by decline in Rail 

transportation (2.5% QoQ). The drag from the DLM business led to de-growth in 

overall business revenues. 

 The consolidated EBIT margin was up 50bps QoQ to 13.1% – the highest ever 

reported by the company in the last six years.  

 The Services margin improved sequentially by 100bps to 14.6%, while the DLM 

margin declined to 5.9% (v/s 8.8% in 4QFY21).  

 QoQ margin improvement was driven by improved operational metrics (93bps) 

and lower SG&A spends (176bps), partly offset by merit increase (176bps). 

 PAT at INR1,150m (+4% QoQ) was a 7% beat on our estimate of INR1,075m, led 

by higher-than-expected margins and other income.  

 FCF generation for the quarter stood at INR848m – a conversion of 43.6% on 

EBITDA (conversion of 73.7% on PAT). FCF was lower due to lower collections 

and higher capex. 

 The management continues to expect double-digit growth in the Services 

business in FY22, with growth returning from 2Q; DLM, on the other hand, 

should grow ~20% YoY. 

 FY22 margins are expected to improve 200bps. 
 

Key highlights from management commentary 
 CYL reported flattish growth in the Services business, while DLM posted decline 

due to seasonality in the quarter. The Services business was impacted by supply-
side issues (loss of USD3m in revenues). 

 Order intake grew 20% during the quarter, which gives the management the 
confidence that demand is robust. 

 The Services business is expected to grow in the double digits for FY22. 
 Strong high-single-digit growth may be expected in 2Q. The major heavy lifting 

would be seen in 2Q, while 3Q would be less challenging this year owing to 
more offshoring. 

 Margins are expected to increase 200bps YoY for the full year. For 2QFY22, 
despite the impact of wage hikes (50–60bps), the management alluded that 
margins are unlikely to dip. 

 

Valuation and view – maintain Buy 
 Given the COVID situation, ER&D activity in key verticals (e.g., Aerospace and 

Defense, Transportation, and Semiconductors) saw material slowdown last year. 

 However, spends in Communications and Energy and Utilities have started to 

pick up, while stressed verticals are on the verge of bottoming out. 

 We expect a rebound in ER&D spending. The management strategy to leverage 

these spends – led by a refreshed GTM strategy and a higher focus on large deal 

wins – should augur well in terms of growth performance. We expect CYL to 

deliver a 15% revenue CAGR over FY21–23E.  

 This, along with the sustainability of higher margins in the DLM business, should 

lead to a 31% EBIT CAGR over FY21–23E. 

 We raise our estimates on better potential margin performance as the 

management increases its intake of freshers as well as benefits from operating 

leverage. We maintain our Buy rating on attractive valuations. Our target 

multiple of 20x FY23E EPS takes our TP to INR1,090/share, implying an upside of 

15%. 
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Quarterly Performance                     (INR m) 

Y/E March FY21 FY22E FY21 FY22E Est.  Var. (% / 
bp)   1Q 2Q 3Q 4Q 1Q 2QE 3QE 4QE     1QFY22 

Revenue (USD m) 131 135 141 150 144 153 161 169 557 626 144 -0.4 
QoQ (%) -12.5 3.4 4.7 6.0 -4.3 6.4 5.2 4.9 -10.9 12.3 -3.9 -41bp 

Revenue (INR m) 9,917 10,033 10,443 10,932 10,582 11,226 11,894 12,562 41,325 46,264 10,620 -0.4 
YoY (%) -8.9 -13.4 -5.6 1.8 6.7 11.9 13.9 14.9 -6.7 12.0 7.1 -38bp 

GPM (%) 30.5 35.7 34.6 36.0 35.9 36.6 36.8 36.5 34.3 36.5 36.2 -30bp 
SGA (%) 20.5 19.9 18.8 18.9 18.2 19.0 19.0 19.0 19.5 18.8 19.2 -105bp 

EBITDA 995 1,589 1,650 1,873 1,878 1,976 2,117 2,198 6,107 8,169 1,805 4.0 
EBITDA Margin (%) 10.0 15.8 15.8 17.1 17.7 17.6 17.8 17.5 14.8 17.7 17.0 75bp 

EBIT 511 1,105 1,165 1,382 1,388 1,471 1,582 1,633 4,163 6,074 1,327 4.6 
EBIT Margin (%) 5.2 11.0 11.2 12.6 13.1 13.1 13.3 13.0 10.1 13.1 12.5 62bp 
Other income 575 -14 83 40 147 112 119 126 684 504 106 38.4 
ETR (%) 25.0 23.1 23.6 22.2 25.1 25.0 25.0 25.0 23.4 25.0 25.0   

Adj. PAT  814 839 954 1,107 1,150 1,187 1,276 1,319 3,714 4,933 1,075 7.0 
QoQ (%) 8.1 3.1 13.7 16.0 3.9 3.2 7.4 3.4     -2.9 682bp 
YoY (%) -9.9 -14.9 -11.9 47.0 41.3 41.5 33.7 19.2 -0.3 32.8 32.0 927bp 

EPS (INR) 7.4 7.6 8.7 10.1 10.5 10.8 11.6 12.0 33.8 45.0 9.8 7.3 

 
Key Perfor. Indicators                     

Y/E March FY21 FY22E FY21 FY22E 

  1Q 2Q 3Q 4Q 1Q 2QE 3QE 4QE     

Margins (%)                     

Gross Margin 30.5 35.7 34.6 36.0 35.9 36.6 36.8 36.5 34.3 36.5 

EBIT Margin 5.2 11.0 11.2 12.6 13.1 13.1 13.3 13.0 10.1 13.1 

Net Margin 8.2 8.4 9.1 10.1 10.9 10.6 10.7 10.5 9.0 10.7 

Operating metrics                     

Headcount 12,820 12,267 12,187 12,032 12,433       12,032   

Attrition (%) 13.6 9.2 13.2 21.2 23.5       21.2   

Key Verticals (YoY %)                     

Aero & Defence -22% -35% -15% -9% -3%       -21%   

Transportation -24% -10% 4% 8% 23%       -6%   

Communications 0% 6% -1% 4% 18%       2%   

Key Geographies (YoY %)                     

North America -21% -26% -21% -15% 1%       -21%   

Europe -29% -10% -8% -4% 30%       -13%   

 

Key highlights from the management commentary 

 

Quarter performance 
 CYL reported flattish growth in the Services business, while DLM posted decline 

due to seasonality in the quarter. The Services business was impacted by supply-

side issues (loss of USD3m in revenues). 

 Order intake grew 20% during the quarter, which gives the management the 

confidence that demand is robust. 

 Demand is seen across the board in three key areas – Digital, Embedded 

Software, and Semi-conductors. 

 The EBIT margin for the quarter stood at 13.1%, impacted largely by wage hikes. 

This was offset by efficiency improvement and cost optimization. The 

management alluded that DLM margins have further scope to improve. 
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Vertical commentary 

 Aerospace is not seeing hurried growth, and recovery should be U-shaped 

rather than V-shaped. This is due to domestic travel returning to 20% of earlier 

levels and international travel yet to make a comeback. 

 Strong growth was seen in Communications, and this is expected to continue for 

the remainder of the year as well. 5G and technology transformation are the key 

growth drivers, and the vertical is expected to grow in the double digits in FY22. 

 Rail Transportation is expected to see growth in the current year. 
 

Outlook 

 The Services business is expected to grow in the double digits for FY22. 

 Strong high-single-digit growth may be expected in 2Q. The major heavy lifting 

would be seen in 2Q, while 3Q would be less challenging this year owing to 

more offshoring. 

 Margins are expected to increase 200bps YoY for the full year.  

 For 2QFY22, despite the impact of wage hikes (50–60bps), the management 

alluded that margins are unlikely to dip. 

 
Exhibit 1: Aerospace & Defense and Portfolio – major drag on growth 
Verticals Contribution to revenue (%) QoQ growth (%) YoY growth (%) 

Aerospace and Defense 32.1 (9.9) (3.4) 

Communications 24.8 1.9 18.5 

Energy and Utilities 11.5 0.1 22.7 

Portfolio 26.2 (5.7) 12.9 

Semiconductor, IoT, and Analytics 5.4 3.4 26.2 
 

Source: Company, MOFSL 

 
Exhibit 2: Barring Europe, other geographies decline sequentially 
Geographies Contribution to revenue (%) QoQ growth (%) YoY growth (%) 

Americas 47.9 (3.3) 0.6 

Europe 28.4 10.5 30.0 

Asia Pacific 23.7 (19.0) 9.9 
 

Source: Company, MOFSL 

 

Valuations and view – multiples appear attractive 
 Given the COVID situation, ER&D activity in key verticals (e.g., Aerospace and 

Defense, Transportation, and Semiconductors) saw material slowdown last year. 

 However, spends in Communications and Energy and Utilities have started to 

pick up, while stressed verticals are on the verge of bottoming out. 

 We expect a rebound in ER&D spending. The management strategy to leverage 

these spends – led by a refreshed GTM strategy and a higher focus on large deal 

wins – should augur well in terms of growth performance. We expect CYL to 

deliver a 15% revenue CAGR over FY21–23E.  

 This, along with the sustainability of higher margins in the DLM business, should 

lead to a 31% EBIT CAGR over FY21–23E. 

 We raise our estimates on better potential margin performance as the 

management increases its intake of freshers as well as benefits from operating 

leverage. We maintain our Buy rating on attractive valuations. Our target 

multiple of 20x FY23E EPS takes our TP to INR1,090/share, implying an upside of 

15%. 
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Exhibit 3: Revisions to our estimates 
  Revised Earlier Change 

  FY22E FY23E FY22E FY23E FY22E FY23E 

INR/USD           73.9            75.6            73.9            75.6  0.0% 0.0% 

USD Revenue - m            626             731             628             726  -0.5% 0.6% 

Growth (%)           12.3            16.9            12.8            15.6  -50bps 130bps 
EBIT margin (%)           13.1            13.3            12.7            13.0  50bps 30bps 

PAT (INR M)         4,933         5,963          4,759          5,766  3.7% 3.4% 

EPS           45.0            54.4            43.3            52.5  4.0% 3.7% 
 

Source: MOFSL   

 

Operating metrics 
 

Exhibit 4: Operating metrics 

 
1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 

Geographic Mix - % 
         

Americas 55.4 55.3 56.8 55.7 52.3 49.9 49.1 47.4 47.9 

Europe 28.1 26.5 25.1 25.7 24.0 28.9 25.3 24.6 28.4 

Asia Pacific 16.4 18.2 18.1 18.6 23.7 21.2 25.6 28.0 23.7 

Vertical Mix - % 
         

Aerospace & Defense 38.8 39.9 34.8 37.8 36.5 31.6 32.6 34.1 32.1 

Transportation 11.3 11.1 10.1 10.2 10.3 12.1 11.5 11.0 11.5 

Semiconductor 4.9 4.2 4.4 3.6 4.7 4.5 4.3 5.0 5.4 

Medical & electronics 3.6 4.0 4.5 4.2 5.7 8.2 7.1 6.5 0.0 

Communications 19.1 18.7 22.2 22.6 23.0 24.0 24.1 23.3 24.8 

Utilization - % 
         

Overall 75.4 78.0 78.0 74.5 74.2 78.8 80.9 83.7 83.1 

Client contribution - % 
         

Top 5 32.3 36.2 36.6 31.4 30.2 29.5 28.8 33.5 31.9 

Top 10 44.1 47.3 49.3 43.6 40.1 38.4 38.4 44.1 43.3 

No. of Million Dollar Clients 
         

USD1m+ 71 91 90 95 92 95 94 90 89 

USD5m+ 24 27 27 26 30 32 32 30 30 

USD10m+ 12 12 11 11 9 7 7 8 10 

USD20m+ 4 4 4 4 3 3 3 3 3 

Attrition - Voluntary % 17.4 18 19.7 18.9 13.6 9.2 13.2 21.2 23.5 
 

Source: Company, MOFSL  
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Financials and valuations 
 

Income Statement               (INR m) 

Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Sales 30,955 36,066 39,176 46,175 44,275 41,325 46,264 55,267 

    Change (%)            13.1             16.5               8.6             17.9              (4.1)             (6.7)              12.0               19.5  

Cost of Services 20,083 23,647 25,387 30,125 28,964 27,162 29,394 34,984 
SG&A Expenses 6,626 7,569 8,296 9,606 9,352 8,056 8,701 10,501 

EBITDA 4,247 4,850 5,493 6,444 5,959 6,107 8,169 9,782 

    % of Net Sales            13.7             13.4             14.0             14.0             13.5             14.8               17.7               17.7  

Depreciation 893 953 1,051 1,692 1,878 1,944 2,096 2,432 

Other Income 866 684 1,207 864 734 684 504 602 

PBT 4,220 4,581 5,649 5,616 4,815 4,847 6,577 7,953 

Tax 986 1,047 1,381 2,327 1,076 1,133 1,646 1,990 
    Rate (%) 23.4 22.9 24.4 41.4 22.3 23.4 25.0 25.0 

Net Income 3,234 3,534 4,268 3,307 3,726 3,714 4,933 5,963 
    Change (%) -3.8 9.3 20.8 -22.5 12.7 -0.3 32.8 20.9 

                  
Balance Sheet               (INR m) 

Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 
Share Capital             562              563              563              552              550              550  550 550 

Reserves        17,743         20,610         22,876         25,089         25,059         29,023  28,797 31,779 

Net Worth 18,305 21,173 23,439 25,641 25,609 29,573 29,347 32,329 

Other liabilities 1,654 1,408 1,636 2,240 4,194 3,812 4,271 5,109 

Loan 1,828 1,651 2,410 3,253 3,738 2,755 2,755 2,755 

Capital Employed  21,787 24,232 27,485 31,134 33,541 36,140 36,374 40,193 

Applications                 
Gross Block 10,363 11,107 12,217 13,289 17,388 18,088 18,838 19,588 

Less : Depreciation 6,499 6,875 7,791 8,766 9,712 11,656 13,752 16,183 

Net Block 3,020 3,017 3,220 3,530 6,909 7,181 5,086 3,405 

CWIP 24 92 213 300 800 113 113 113 

Intangibles 3,628 4,666 5,057 6,990 6,800 7,191 7,191 7,191 

Other assets          2,721           2,876           2,380           2,219           2,638           1,925             2,018             2,187  

Curr. Assets 17,915 20,713 23,456 25,853 24,650 28,518 32,764 39,350 
Debtors 6,145 6,496 6,913 8,137 7,262 8,026 8,492 9,994 

Cash & Bank Balance 6,831 8,571 9,604 9,073 8,995 14,408 17,461 21,220 

Other Current Assets 4,149 4,721 5,809 8,365 8,393 6,084 6,811 8,137 

Current Liab. &  Prov 5,521 7,132 6,841 7,758 8,256 8,788 10,802 12,056 

Trade payables 3,098 4,021 3,813 3,712 3,729 4,532 6,464 7,571 

Other liabilities 2,221 2,876 2,799 3,757 4,150 3,872 3,907 3,972 

Provisions 202 235 229 289 377 384 430 514 
Net Current  Assets 12,394 13,581 16,615 18,095 16,394 19,730 21,963 27,294 

Application of Funds 21,787 24,232 27,485 31,134 33,541 36,140 36,374 40,193 
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Financials and valuations 
 

Ratios                  

Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

Basic (INR)                 

EPS            19.2             31.5             38.0             30.0             33.8             33.8               45.0               54.4  

Cash EPS            24.6             40.0             47.4             45.3             50.8             51.5               64.2               76.6  
Book Value          109.2           189.5           209.8           232.3           232.0           269.1             267.9             295.1  

DPS            10.5             10.5             13.0             13.0             27.0             24.5               22.5               27.2  

Payout %            54.6             33.3             34.2             43.4             80.0             72.5               50.0               50.0  

Valuation (x)                 

P/E            49.2             30.0             24.9             31.6             28.0             28.0               21.0               17.4  

Cash P/E            38.5             23.7             20.0             20.9             18.6             18.4               14.7               12.3  

EV/EBITDA            36.0             20.2             17.7             15.3             16.6             15.1               10.9                 8.7  
EV/Sales              4.9               2.7               2.5               2.1               2.2               2.2                 1.9                 1.5  

Price/Book Value              8.7               5.0               4.5               4.1               4.1               3.5                 3.5                 3.2  

Dividend Yield (%)              1.1               1.1               1.4               1.4               2.9               2.6                 2.4                 2.9  

Profitability Ratios (%)                 

RoE            17.5             17.9             19.1             13.5             14.6             13.5               16.8               19.4  

RoCE             12.8             13.8             13.8             10.2             10.6               9.9               13.4               15.3  

Turnover Ratios                 
Debtors (Days)               92                84                64                64                88                88                  88                  66  

                  
Cash Flow Statement               (INR m) 

Y/E March FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E 

CF from Operations 3,723 3,833 4,622 5,411 5,496 5,872 7,775 8,395 

Cash for Working Capital -943 366 -1,659 -1,710 328 2,686 1,187 -904 
Net Operating CF 2,780 4,199 2,963 3,701 5,824 8,558 8,962 7,491 

Net Purchase of FA -1,278 -1,038 -1,469 -1,440 -2,138 -949 -750 -750 

Free Cash Flow 1,502 3,161 1,494 2,261 3,686 7,609 8,212 6,741 

Net Purchase of Invest. 429 -765 600 -767 568 -58 0 0 

Net Cash from Invest. -849 -1,803 -869 -2,207 -1,570 -1,007 -750 -750 

Proc. from equity issues 21 16 9 22 17 37 0 0 

Proceeds from LTB/STB 490 -203 526 549 -916 -2,134 0 0 
Dividend Payments -1,619 -746 -1,894 -2,892 -3,564 -10 -5,159 -2,981 

Cash Flow from Fin. -1,108 -933 -1,359 -2,321 -4,463 -2,107 -5,159 -2,981 

Exchange difference 304 277 298 296 131 -31 0 0 

Net Cash Flow 1,127 1,740 1,033 -531 -78 5,413 3,053 3,759 

Opening Cash Bal. 5,704 6,831 8,571 9,604 9,073 8,995 14,408 17,461 

Add: Net Cash 1,127 1,740 1,033 -531 -78 5,413 3,053 3,759 

Closing Cash Bal. 6,831 8,571 9,604 9,073 8,995 14,408 17,461 21,220 
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