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Summary

 � We re-initiate coverage on Coforge Limited (Coforge) with a Buy rating, led by strong earnings 
visibility, healthy cash generation and improving return ratios. We set a PT of Rs.5,450.

 � Coforge has successfully transformed itself into one of the fastest-growing IT services companies, 
performing well across metrics under a revamped management in the past few years. 

 � It is well placed to deliver top-quartile revenue/earnings growth (17%/22% CAGR) over FY2022-
24E on strong executable orders, improved capabilities, addition of new logos, and improving 
margin.          

 � We expect margins to rise in the medium term, led by - (1) Strong growth, (2) a better business 
mix, (3) pyramid balancing by hiring more freshers, (4) operating efficiencies and (5) currency 
tailwinds.
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Shareholding (%)

Promoters 50

DII 22

FII 20

Others 8

Price performance

(%) 1m 3m 6m 12m

Absolute 0.5 -19.0 -19.9  54.7 

Relative to 
Sensex

0.5 -20.4  -17.7  39.5 

Sharekhan Research, Bloomberg

Price chart

Company details

Market cap: Rs. 26,998 cr

52-week high/low: Rs. 6133/2706

NSE volume:  
(No of shares)

0.4 lakh

BSE code: 532541

NSE code: COFORGE

Free float:  
(No of shares)

3.6 cr

Valuation (Consolidated) Rs cr

Particulars FY21 FY22E FY23E FY24E

Revenues 4,662.8 6,476.6 7,843.8 9,177.2 

OPM (%) 16.9 17.5 18.0 18.2 

Adjusted PAT 473.5 676.6 831.0 1,000.4 

% YoY growth 5.0 42.9 22.8 20.4 

Adjusted EPS (Rs.) 74.7 112.1 137.2 165.2 

P/E (x) 59.3 39.6 32.3 26.8 

P/B (x) 10.9 9.0 7.5 6.4 

EV/EBITDA (x) 33.1 23.0 18.1 15.0 

RoNW (%) 19.5 24.9 25.3 25.7 

RoCE (%) 22.7 28.5 29.0 30.4 
Source: Company; Sharekhan estimates

Source: Morningstar

ESG Disclosure Score
 ESG RISK RATING 19.29
  Updated Oct 08, 2021

 Medium Risk
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NEW
Coforge Limited (Coforge) has successfully transformed and re-organized itself into one of the 
fastest-growing mid-sized IT services provider under a revamped management in the past few 
years. Outstanding execution (despite high travel exposure) and an improvement across metrics 
has been led by enhancement of capabilities, a customer-centric approach, better incentive 
structure, aggressive sales engine and reorientation of vertical-based go-to-market (GTM) 
strategy. We expect Coforge to deliver top-quartile revenue/earnings growth (17%/22% CAGR, 
respectively), over FY2022-24E on strong executable order-bookings, differentiated positioning in 
select verticals, sharp recovery in travel segment, addition of Fortune-1000 logos and improving 
margin.

 � Setting the stage right for growth: Post the appointment of Mr. Sudhir Singh as CEO, Coforge has 
been able to accelerate revenue growth from just 2.2% CAGR over FY2013-FY2017 to 11.1% CAGR 
over FY2017-FY2021 despite significant exposure to travel segment. Superlative growth was led 
by drastic changes such as (a) hiring of senior talent from large global firms, (b) four-fold increase 
in incentives, (c) vertical-based GTM approach, (d) investments in capabilities and building a sales 
& marketing team and (e) capability-based acquisitions. We believe the company is set to deliver 
top-quartile revenue performance over FY2022-24E, led by strong execution, healthy executable 
orders and an uptick in non-top 10 accounts.

 � Heavy investments in multiple technologies yielding results: Coforge has strengthened its 
offerings portfolio by investing in emerging technologies such as AI/ML, user/customer experience, 
product engineering, data, analytics, Cloud, etc. Moreover, the company has made capability-
based acquisitions such as Whishworks (MuleSoft), RuleTek/Incessant (Pega) and Room Solutions 
(insuretech), which are helping it to win large deals. Digital revenue, including product engineering, 
intelligent automation, data, integration and cloud, stood at 72%/64% of total revenue in FY2021/
Q3FY2022, which grew by 12%/24% y-o-y, respectively. The company’s prowess in digital 
technologies provide growth comfort going ahead. 

 � Margins to expand: The company’s offshore revenue mix has been improving over last six 
quarters and the management believes that it is going to be a margin lever in FY2023E. Further, 
the company’s attrition rate stood at 16.3% in Q3FY2022, which is lower than that of industry 
average. Though higher inflation in developed markets, return of travel expenses and investments 
in vertical/services would keep margins pressurised, we believe levers such as (1) leverage from 
strong growth, (2) higher offshoring, (3) increasing revenue mix from the Advantage GO and digital, 
(4) utilisation improvement, (5) pyramid rationalisation, (6) operating efficiencies and (7) currency 
tailwinds to negate the margin headwinds in the medium-term. We forecast EBITDA margins to 
be at 18% and 18.2% for FY2023E and FY2024E respectively, implies an increase of 130bps over 
FY2021-24E.

Our Call

Valuation: Exciting times ahead: Coforge’s deep domain expertise in select industry verticals with 
heavy investments on technology, proprietary products and resources position it to participate in 
customers’ transformation journey. Further, its strategic focus on diversifying the business into new 
emerging verticals, improvement in client metrics, strong executable orders, and better client mining 
would help it drive the next leg of growth. Coforge is expected to report revenue/earnings growth 
at 17%/22% CAGR, respectively, over FY2022-24E, which is one of the fastest growth among mid-
tier IT services companies. At CMP, the stock trades at 32x/27x of its FY2023E/FY2024E earnings. 
The stock price has corrected around 28% from its 52-week high, while the stock prices of other 
mid-tier companies have corrected by 10-20% from their respective 52-week peak. We stay positive 
on Coforge on outstanding execution over last few years, strong earnings visibility, healthy cash 
generation and improving ROIC. Thus, we re-initiate coverage on Coforge with a Buy rating and a 
price target of Rs. 5,450.

Key Risks

(1) Any hostile development against current visa regime and higher attrition would affect employee 
expenses; (2) rupee appreciation or/and adverse cross-currency movements might affect earnings; (3) 
Delay in travel segment recovery; (4) a churn in senior management.

Coforge Ltd
Poised for a big leap

IT & ITeS Sharekhan code: COFORGE

Reco/View: Buy CMP: Rs. 4,433 Price Target: Rs. 5,450
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Executive Summary

Catalysts

Long-term triggers
• Large deal wins 
• Margin improvement
• Improvement in cash generation and higher 

dividend payouts.

Medium-term triggers
• Broad-based demand
• Recovery in travel segment
• Faster growth

Key Risks: 
• Delay in revival of travel segment 
• Churn in senior management 
• Macro headwinds including a rise in US inflation

Valuation and return potential

• Revenue/earnings expected to clock a 17%/ 
22% CAGR over FY2022-24E

• Stock trades at 32x/27x its FY2023E/FY2024E 
earnings; 3-year mean multiple is 26x on one-
year forward earnings

• We re-initiate coverage on Coforge with a Buy 
rating and a price target of Rs. 5450 (based on 
33x of FY2024E).

Earnings and Balance sheet highlights

• Post appointment of a new CEO in 2017, 
the company’s revenue growth improved 
significantly to 11.1% CAGR over FY2017-21 from 
just 2.2% CAGR over FY2013-17. 

• Deal bookings have been rising– the fresh 
order intake of 9MFY2022 increased is 9% 
higher than that of FY2021.

• EBIT margin remained stable at 13-14% 
over FY2017-21. Cash generation improved 
significantly in FY2021. OCF/EBITDA improved 
to 97% in FY2021 from 41% in FY2020

3R Research Positioning Summary

n Right Sector: 

 Acceleration in spends in digital and cloud 
transformation presents a multi-year growth 
cycle for Indian IT services 

n Right Quality: 

 Strong leadership, differentiated capabilities 
and a robust client base would help it 
maintain growth momentum. Cash generation 
and ROIC would improve going ahead

n Right Valuation: 

 The stock trades at a valuation (27x FY2024E 
EPS). This is justified given strong execution, 
robust earnings visibility and strong demand 
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Global IT services spend likely to remain strong 

Source: Gartner, Sharekhan Research 

Why we like IT services – Demand environment continues to remain strong 

Global IT services spends are expected to accelerate from current level over next 3-4 years given higher 
spends on digital and cloud transformation initiatives, core modernisation and spending in new emerging 
areas. International Data Corporation (IDC) expects the managed Cloud services industry to double in 
terms of revenue over CY20-CY25E.

Industry overview

Demand will stay strong

Broad-based spending on digital & cloud transformation initiatives undertaken by the enterprises across the 
industries and geographies is expected to maintain strong demand momentum in CY2022. Further, the talent 
crunch and cost-savings initiatives undertaken by enterprises in developed markets are driving outsourcing 
demand for Indian IT services. We expect demand to stay strong for the next 3-4 years led by (1) emergence 
of a new operating model, (2) increased spending on both cloud and digital transformation works, (3) legacy/
core modernisation and (4) higher spending in new emerging areas such as security, AI & ML, ESG, and data 
and analytics. It is estimated that IT spends are expected to reach at 5% of total revenue of an enterprise over 
the next 5-10 years from 2-3% currently.   

Indian IT services vendors are also indicating a record high deal pipeline that is however, skewing towards 
small/mid-sized deals as most of new transformation projects are being executed faster. We believe that 
the trend of short–tenure deals are likely to continue in the medium term as it provides caution to clients 
on execution given fewer precedents of current transformation initiatives and phase-manner launch of the 
projects provides more control to client rather than launch of an entire program in one go. The availability of 
large number of small-and-mid-sized deals is positive for mid-tier companies for their growth momentum as it 
creates huge opportunity to participate in the transformation journey of enterprises.      

Gartner expects worldwide IT spend to rise by 5.1% y-o-y to $4.5 trillion in 2022. Of this, IT services spend 
would grow by 7.9% in CY2022 as compared to 10.7% in CY2021. Gartner expects IT services spending is 
likely to remain strong at an 8.9% CAGR over CY2022-FY2025, which will be significantly higher than the 
average growth of 5.6% during 2016-2021. Consulting (up 11%) and application implementation and managed 
services (up 9%) are expected to grow faster than BPO (up 7%) and infrastructure implementation and managed 
services (up 4%) in CY2022E. 

3.4
3.3 

4.2 

3.4 

5.1 

3.9 4.1 

5.7 6.0 

1.7 

10.7 

7.9 

8.8 8.9 
8.4 

0

2

4

6

8

10

12

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E

%

Global IT services spends growth (%) Average growth (%) over 2011-2020



March 24, 2022 5

S
to

ck
 Id

e
a

Powered by the Sharekhan
3R Research Philosophy

Digital spends to post 16% CAGR over 2020-2024 

Source: Zinnov, Sharekhan Research
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Digital talent availability to increase rapidly 

Source: Nasscom, Sharekhan Research
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Digital push continuing to power global technology spends 

Enterprises that had invested in digital technologies would able navigate challenges better than others who 
were lacking in capability in the digital area. Post pandemic, leaders continues to scale up investments in 
digital technologies to drive growth, while laggards and legacy companies are sharply focusing on building 
technological capabilities for their existential. Investment in digital technologies is expected to double from 
2020 levels to approximately $2.4 trillion in 2024. 

The Indian technology industry generates 32-35% of revenue from digital stream and more than 66% of deals 
largely digital. It is expected that digital revenue share of Indian IT services industry to go up to 50% in 3-4 
years totalling $170-200 billion of revenue for the Indian technology industry. As a result, the digital tech 
talent is growing five-fold faster than core tech talent, driven by the adoption of emerging technologies such 
as cloud computing and AI/ML.



March 24, 2022 6

S
to

ck
 Id

e
a

Powered by the Sharekhan
3R Research Philosophy

Hyperscalers continue to report strong growth

Source: Sharekhan Research
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Cloud tops enterprises’ priority list

The global Cloud computing market is projected to grow at a CAGR of 17.9% to $792 billion by 2028 from 
$250 billion in 2021. The phases of cloud migration journey are – (a) moving work-load to cloud (Horizon-1), (b) 
development of cloud native applications (Horizon 2), and (c) integration across ecosystem (Horizon-3). While 
Cloud migration opportunity is democratic, we believe Horizon 2 and Horizon 3 opportunities will be more 
judicious. It is estimated that 30-40% of workloads have moved to Cloud and this can increase to 70-80% in 
the next 3-4 years. 

Enterprises’ IT spending would move to Horizon-2 and Horizon-3 initiatives once the significant portion of 
Cloud migration (Horizon-1) is completed. We believe IT services spends would also continue to remain strong 
even after initial migration of workload to Cloud as enterprises would participate in Cloud-based ecosystems 
(including AI, data, and analytics spend) to derive benefits from new innovations in the form of Horizon-2 
and Horizon-3 transformation initiatives. IDC expects managed Cloud services industry to double in terms of 
revenue over CY20-CY25E.

Cloud migration at the infacy stage; huge headroom for growth

Source: IDC, Sharekhan Research
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RPK comparison with 2019 levels

Share of people fully vaccinated by region (incd. Booster)

Source: IATA, Sharekhan Research

Source: OWID, Sharekhan Research

 Global air traffic to improve gradually

A swift rebound of bookings shows resiliency 

Source: IATA, Sharekhan Research

Source: IATA, Sharekhan Research

Travel hit hardest by COVID-19, use of software to increase materially

While every industry was affected by the outbreak of COVID-19, travel & tourism bore the brunt more than 
others given lockdown restrictions. As a result, IT services companies with significant exposure to travel 
(including Mindtree and Coforge) also got affected. As the pandemic moves into an endemic phase, we 
believe there would be increasing momentum towards the re-opening of borders and relaxation of travel 
restrictions. As the contraction in the travel industry has been bottoming out, we believe the recovery in travel 
industry would benefit the same companies disproportionally.  

Back to scale the skies with superior digital experience: After a sharp fall in global air traffic (down 70% y-o-y) 
in CY2020, airline industry recovered gradually with revenue passenger kilometres (RPKs) are estimated to 
be 40% of pre-pandemic levels in CY2021. Given a successful COVID-19 vaccination drive worldwide, many 
governments have started relaxing restrictions, which would support the recovery of global travel. Global 
RPKs are forecast to improve by 51% in 2022 reaching 61% of pre-crisis levels. The number of travellers are 
expected to improve to 83% of pre-pandemic level in 2022, which is expected to increase to 94% in 2023, 
103% in 2024 and 111% in 2025. We don’t see any significant impact on the air transport from the ongoing 
Russia-Ukraine conflict. Management of Coforge indicated the tech spending of their large airline customers 
have started returning to the pre-crisis level. 
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Vaccine coverage is positive; a sharp rise in RPKs in 2022 will 
drive an industry recovery  

Source: IATA, Sharekhan Research

Revenue reccovery will continue in 2022 – 79% of pre-crisis 

Source: IATA, Sharekhan Research

Travel, transport & hospitality (TTH) vertical to witness higher tech spending going ahead: The aftermath 
of pandemic has changed the business model of travel, transport and hospitality industry. Customers are 
currently preferring door-to-door seamless experience with minimal intervention of human. Hence, airline and 
airports are currently adopting touchless tech and replacing manual control processes with smarter digital 
ones (QR scanning, biometric facial recognition and thermal scanning technologies) to keep its passengers 
safe and satisfied. This has resulted in higher tech spending on contactless boarding, biometric identification, 
touchless check-in kiosks, self-service bag drop, digital health passport, etc. Hence, higher tech spends on 
digital channels should drive growth for the IT firms with an exposure to the travel vertical.

Airlines eyeing emerging technologies to boost customer experience

Emerging trends Major developments

Digitised Security
Security systems are increasingly becoming a major technology trend at the airports as these 
are equipped with the latest security system for security purposes.

Beacons technology
This will make navigation easy for travellers between different terminals at the airport. Beacons 
can help airports and vendors at the airport premises to know where passengers are and then 
send them personalised and relevant information accordingly.

Biometrics
The aviation industry emphasises on using facial recognition so that the passenger’s face 
becomes the new passport. Airlines and airports will leverage biometric-enables platforms to 
revolutionise passenger experiences.

Wearable technology Wearable technology will improve customer experience on flights in many ways.

Big Data and Analytics
Airlines can drive insights by analysing the data available to them, which will improve 
experiences for travellers. Further, airlines can understand customer preferences in real-time 
based on data of their purchase history.

Mobile solutions
Airlines are using technologies to connect with their customers throughout the passenger 
journey starting from booking of a flight till deplaning it.

Intelligent automation
Airlines will leverage a combination of chatbots, robotic process automation (RPA), machine 
learning (ML), data, analytics, and a CRM platform to provide customer services on priority.

IoT
Airlines are using this technology for climate control in cabin, Aircraft safety, managing traffic, 
effective maintenance, luggage management, etc.

Cloud computing
Cloud Computing can be used for creating a common platform for handling and integrating data 
from several sources like- people, their processes and their systems (devices).

Alternative fuels and electric 
aircraft

Use technologies to reduce aircraft emissions per passenger/mile. There have been remarkable 
technological advancements in aviation applications. As per experts estimate, the aviation 
industry will be 25% hybrid or fully electric by 2035.

Source: Company, Sharekhan
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Airlines’ IT spend ($ bn) in 2021      

Source: SITA, Sharekhan Research
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Digital tech preparing for a smooth take-off: Though IATA’s current expectation is that it will be 2024 before 
global passenger numbers return to 2019 levels, many airline firms have remained committed in their spend 
on digital technologies (automation, digital health passes, end-to-end biometrics, etc) for providing superior 
customer experience and meeting zero Global passenger numbers. Total IT spend of airlines is expected 
at around $31bn in 2021, while total IT spend of airports is expected at ~$5.1 billion. Most airlines expect 
to increase IT spends in CY2022. Total addressable market of third party global travel industry technology 
spend (excluding hardware) is expected to grow 12.4% CAGR over next 3-4 years. 

Ongoing macro issues unlikely to have any material impact on IT spending

Most Indian IT services companies indicated that there will not be any material impact on IT spending due 
to Russia-Ukraine conflict, increase in interest rates and high inflationary environment in the US. We believe 
there will not be any impact on revenues of Indian IT services company given a minimal presence in Russia 
and Ukraine in terms of sales and delivery perspective, although there are possibilities of some indirect 
impact in the medium term as some global companies across the industries have shut down their operations, 
cut their ties with Russian clients and froze financial transactions. Accenture has announced closure of its 
offices in Russia, while the business of EPAM and ATOS were hit due to significant footprints in these countries. 
We believe that any incremental work from clients for whom delivery got hit by IT vendors like EPAM and 
ATOS would benefit significantly to small-mid-sized Indian IT companies.     

Elevated supply-side pressure to sustain in near-term; pricing to act as margin lever 

As supply-side challenges are expected to continue for next few quarters given strong demand environments 
and lack of digital talents, Indian IT services companies will try to focus on value-added selling, higher 
pricing in new bookings and bringing the right level of cost of living adjustments (COLA) during renewals to 
offset higher talent expenses. However, pricing continues to remain under pressure in core segment given 
competitive environment and automation. Higher inflation in the developed markets is likely lead to higher 
wage costs at onsite locations. Return of travel expenses, facilities expense and other costs, and investments 
in new geos/verticals/services would create further headwinds to margins. We believe that margin levers 
such as pricing leverage, lower sub-contractor expenses, cost optimisation, broadening of employee pyramid 
though high fresher intake, operating efficiencies, leverage from strong growth and currency tailwinds to 
offset these margin headwinds to a large extent.   

Indian IT industry: Strong show to continue 

The NASSCOM believes that the Indian IT-BPM industry is estimated to grow at 15.5% in FY2022, reaching 
$227 billion revenue. Further, India has strong digital talent with 5 million+ tech workforce. As per NASSCOM’s 
survey (NASSCOM Tech CEO Survey 2022), over 70% of CXOs believe that the industry would continue to 
grow strongly in FY2023E. 

The IT-BPM industry is estimated to reach $350 billion by 2025 from currently estimated revenue of $227 
billion, growing at 11-14% per annum. Of the $227 billion of revenues, exports constitute ~78%, and ~22% is 
from domestic revenues. 



March 24, 2022 10

S
to

ck
 Id

e
a

Powered by the Sharekhan
3R Research Philosophy

India – a leading source of destimation

Source: Gartner; Nasscom, Sharekhan Research

India IT industry consists ~19% of global IT spend

Source: Gartner; Nasscom, Sharekhan Research
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industry 
$226bn

Indian IT industry is engaged with IT services, Engineering R&D, products and Business Process Management 
services. On region front, the USA accounts for the largest chunk of India IT services revenue, followed by UK, 
Europe, APAC, etc. 

Geography-wise breakup of Indian IT revenue

Source: Gartner; Nasscom, Sharekhan Research

Sector-wise breakup of Indian IT revenue   

Source: Gartner; Nasscom, Sharekhan Research
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The Indian IT industry has delivered a consistent track record of market-share gains versus global IT companies, 
across the market cycles and technological trends (ERP, IMS and Digital/cloud). Strong global delivery model, 
resilient performance during the challenging times, full-suite service offerings, talent availability and strong 
relationships with marquee clients have been helping Indian IT industry to gain market share in global 
sourcing every year. Indian IT industry has grown from $4 billion in 1999 to $227 billion currently, accounting 
for ~65% of global outsourcing market.

Industry-wise revenues for Indian IT

Source: Nasscom, Sharekhan Research

Overview – Indian IT revenue FY2022

Source: Nasscom, Sharekhan Research
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Indian IT exports continue to remain stong over next 3-4 years

Source: Nasscom, Sharekhan Research
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Although Eastern Europe and Latin America are gaining interest for offshore delivery, India continues to be 
a preferred outsourcing destination given its skilled talent pool, global delivery model and resilient business 
model. According to NASSCOM, India’s technology services industry has grown at a compound annual growth 
rate of approximately 10% over the last decade and the industry is expected to increase from $226 billion in 
2021 to approximately $350 billion in 2025, led by digital services

Medium-term catalysts: Strong demand environment, recovery in travel segment, any incremental work from 
clients for whom delivery got impacted due to Russia-Ukraine conflict   

Long-term triggers: Strong deal signings, higher deal sizes, improvement in EBITDA margin, robust growth 
acceleration, improvement in cash generation, higher dividend payouts.
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Why we like the company 

Coforge has successfully transformed itself into one of the fastest-growing IT services companies, 
performing well across metrics under a revamped management in the past few years. The company’s 
strategic focus on diversifying the business into new emerging verticals, improvement in client metrics, 
strong executable orders, and better client mining of strategic accounts would help it drive the next leg of 
growth.

Investment rationale

Setting stage for growth revamp

After the appointment of Mr. Sudhir Singh as a CEO designate in 2017, Coforge has been able to transform 
itself into a fast-growing company by investing in building capabilities, sales and marketing (S&M) team, and 
large deal specialists, introducing higher incentives structure, focusing on select vertical-led GTM strategy, 
recruiting senior talents from tier-I companies, ensuring business leaders closer to clients to serve them better, 
and entering into partnerships including hyperscalers. 

Mr. Sudhir Singh joined Coforge as a CEO designate in May 2017 and introduced radical changes with a 
view of quick turnaround of the organisation. Major changes include (1) change the leadership team by hiring 
business leaders from large IT services companies – most members of leadership team got replaced over last 
3-4 years, (2) nearly quadrupled the incentives across for obtaining large deals (more than $20 million), (3) 
shifted focus to vertical-led go-to-market (GTM) strategy and (4) investing on sales and global delivery model.    

 � Leadership augmentation: Coforge’s management changed in May 2017 with the appointment of Mr. 
Sudhir Singh as a CEO designate. The new CEO implemented an aggressive leadership augmentation 
plan by hiring new business leaders from Tier-1 companies in the past four years. Over the last for years, 
nearly all direct reports to CEO and most leaders one level below were hired from the large global IT 
firms. As these new business leaders came with strong domain/tech experience, the company ensured 
that these business leaders to be based in the markets (including the CEO) to serve clients better given 
the changing nature of market dynamics and customer expectations. Further, the company also recruited 
sales leaders, client partners, consulting leaders and tech capability leaders during this period. With this 
leadership augmentation, the company has been focusing on strong execution, client mining, partnership 
ecosystem and higher deal intake to accelerate growth.

Leadership augmentation as new CEO takes the reins

Name Designation Joined Prior experience

Sudhir Singh CEO & Executive Director May-17 Genpact

Gautam Samanta EVP & Global Head – BFS Sep-17 Infosys

Madan Mohan EVP & Global Head - TTH Nov-17 Infosys

Rajesh Ganshani EVP & Chief Growth Officer - BFS & BPS Jan-22 Genpact

Rajeev Batra EVP & Global Head - Insurance Mar-22 Capgemini

Alok Datta EVP & Global Business Head - Salesforce BU Jun-21 SLK Global & Genpact

Vic Gupta Chief Digital Officer & CTO Oct-17 Sharp-N India & Microsoft

Adrian Morgan EVP & Head of AdvantageGO Jan-17 CSC

Suman Konkumalla EVP & Global Business Head - Salesforce BU Dec-21 WHISHWORKS, State Street Bank & Wipro

John Speight Chief Delivery Officer and Head of Business Advisory Jul-18 Genpact

Sanjeev Prasad EVP & Global Business Head - APAC & Coforge DPA Jul-19 DLens Advisory & Genpact

Shailendra Agrawal EVP & US Geo Head May-21 HCL Tech

Kishore Krishnan EVP & Head of Europe Feb-15 Capgemini

Ajay Kalra CFO Nov-19 Genpact

Kannika Sagar Chief People Officer Feb-20 HCL Infosystems

Anuradha Sehgal Chief Marketing Officer May-21 H.T.Media
Source: Company, Sharekhan Research

 � Higher incentives for large deals: The company considers a deal TCVs of $20 million+ as a large deal. 
As large deal remains a critical element for the growth, the new management increases the incentive and 
bonus rewards by 4x across sales, delivery and suctioning team for signing a large deal, winning a Fortune 
1000 logo and mining a large client. The company’s portfolio of Fortune 1000 clients has doubled over the 
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last two years and 3x since the joining of Mr. Sudhir Singh. The company believes that its incentive and 
commission structure is the highest in the industry.   

 � Sharp focus on vertical-led GTM: The company moved from its earlier geography-based GTM strategy 
to vertical-based GTM strategy post the appointment of Mr. Sudhir Singh, with the intent to build a hyper-
specialised business in select verticals. Over last four years, the company has been augmenting its domain 
specialisation with investments in new partnerships and competencies. As a result, the company has 
progressively become hyper-specialised in select verticals, sub-verticals and service lines. Hence. Coforge 
enjoys strong domain expertise across BFS, insurance and TTH industries.   

 � Creating best-in-class sales and delivery organizations through advisory practice: The company has 
made significant additions to its industry advisory group by hiring senior talents including ex-CTO, ex-
COOs and ex-CIOs, to augment its hunting/farming efforts. The company further strengthened its sales 
infrastructure by inducting staffs across sales, consulting, advisory and suctioning teams. The objective 
of this industry advisory team is to provide expertise to the large deal specialist team to improve the 
deal conversion ratio. Over last four years, the company has been consistently witnessing uptick in deal 
wins, order bookings and new customer acquisition because of the firm’s advisory services practice and 
technology consulting group which were incubated under the current CEO.   

The company’s progress on multiple parameters is reflecting the success of the management turnaround. 
A better revenue growth (10.5% CAGR), new logos addition, fresh order intake, average next 12 months’ 
executable deals and return ratios over FY2017-FY2021 remained impressive compared to the period (FY2013-
FY2017) prior t the joining of Mr. Sudhir Singh.  During FY17-14, the company’s revenue remained in the range 
of $371-$421 million, while net profit margin was at 10%-10.5%. Post Mr. Singh’s appointment, the company’s 
growth profile, EBITDA margin, return ratios and deal size improved significantly. This was driven by revamp 
of leadership team, change in organisation structure (business leaders placed closure to client locations), 
higher incentive program, acquisitions and investments in building capability. We believe the company’s all 
growth engines are well set to take the next big growth leap.

Earnings growth remained strong during FY17-21

Strong hiring in S&M over last few years

Source: Company, Sharekhan Research  

Source: Company, Sharekhan Research 

Post 2017, Coforge’s USD revenue growth improved

Revenue per employess ($) & emp cost per person ($)

Source: Company, Sharekhan Research

Source: Company, Sharekhan Research
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Heavy investments across technologies yielding results 

The company has strengthened its offerings portfolio by investing in emerging technologies such as AI, 
ML, Blockchain, user/customer experience, product engineering, data, analytics, cloud and among others. 
The company has been investing in re-skilling its employees to keep pace with emerging technologies and 
deliver exceptional value to its customers. Further, the company’s strategic partnerships and alliances remain 
key to its growth strategy. Coforge has a long-standing and strong strategic partnership across hyperscalers, 
data and analytics providers and technology and platforms. The company has partnered with Microsoft, 
Amazon, Google, IBM, UiPath, Artificial Solutions, Mulesoft, Salesforce, Sitecore, Automation Anywhere, 
PEGA, Appian, and Outsystems to enhance capabilities. In addition, the company has made capability-based 
acquisitions such as Whishworks (MuleSoft), RuleTek/Incessant (Pega) and Room Solutions (insuretech), which 
are helping it to win large deals. Coforge has also made additional significant investments in strengthening 
its delivery engine and emerging technologies to remain relevant to its customers in the strong demand 
environment. Hence, the digital revenue contribution to overall revenue increased from 21% in Q4FY2017 to 
51%+ in Q3FY2022, registering a growth of 8.5% CQGR against 3.5% CQGR of overall company’s growth. 
New-age technologies revenue, including product engineering, data, cloud, intelligent automation, enterprise 
integration, stood at 63.9% of total revenue in Q3FY2022. The company’s prowess in digital, cloud, data 
and application has given us the comfort of delivering top-quartile industry revenue growth in FY2023 and 
FY2024. 

Transportation vertical to bounce back strongly

The COVID-19 pandemic triggered significant disturbances in the travel, transportation and hospitality (TTH) 
industry, due to prolonged lockdowns and mobility restrictions by many governments across the world. 
Lockdowns resulted in a substantial drop in sales of companies in these industries in FY2021. The company’s 
TTH vertical consists of sub-verticals such as airlines, airport, hospitality, transportation and logistics, travel 
technology and gaming. Though Coforge’s TTH vertical was growing at a strong 14.5% CAGR over FY2018-
FY2020 post the management change, the performance of this vertical was severely impacted in FY2021(down 
27.2% y-o-y) due to travel restrictions and lockdowns in developed countries and lower spends by the clients 
in these verticals to manage the liquidity position. The sharp decline in revenue of the TTH vertical during 
Q4FY2020 (down 9% q-o-q) and Q1FY2021 (down 32% q-o-q) was primarily contributed by airlines segment 
(accounted for 13% of overall revenue in Q4FY2020). Effectively, the revenue contribution from TTH vertical 
dropped to 19% to overall revenue in FY2021 from 32% in FY2017.

As economic activities gradually recover to pre-COVID levels, the demand is increasing gradually in travel, 
transportation and hospitality industry. The management indicated that the revenue contraction in airline 
sub-vertical has bottomed out and it expects gradual increase in this sub-vertical going ahead. We believe 
the technology spends in the TTH vertical is expected to come back strongly, led by (a) emergence of new 
business model, (b) revival of spends in larger accounts, (c) higher spends in new areas like Travel Tech, (d) 
opening of travels across worldwide and (e) resetting of pricing in travel vertical as the discounts given to 
clients during the pandemic would normalise in FY2023. 

Airline vertical has bottomed out; large travel clients started spending on tech 

Source: IATA, Company, Sharekhan Research
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Deep industry expertise augurs well for growth

Source: Company, Sharekhan Research
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BFSI vertical to remain the growth driver 

Source: Company, Sharekhan Research
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Deep industry expertise and long-term client relationships augur well for growth 

Coforge has established a deep-domain expertise in select industry verticals and sub-verticals with heavy 
investments on technology and resources. The company hired business leaders from Tier-I IT companies 
and re-skilled its resources on vertical-specific technology and business operations to serve its customers’ 
complex requirements. The company continues to reinvest excess margins in retaining and/or attracting best 
talents and growth. In addition, the company developed proprietary products and platforms which allowed 
the company to participate in its customers’ transformation journey. The company’s sharp focus on select 
verticals and sub-verticals has scaled the company’s capability 

Strategic focus remains on diversifying the business into new emerging verticals

The company’s entry into three new verticals (such as healthcare, government outside India, hi-tech and 
manufacturing) over last two years have started yielding results. Given strong traction across these verticals, 
the company is making strong progress in the retail, healthcare and & -tech, manufacturing, and public 
sector/government verticals (outside India). For the healthcare, the company has developed a Blockchain 
based solution that provides payers, providers, third-party administrators, Health Information Exchanges, 
and other entities an integrated view of the services rendered to patients. The company has been focusing 
on ramping up its healthcare and hi-tech segments through investments in building capabilities and hiring 
senior talents. Coforge has already hired new sales heads for these sub-verticals and plans to increase the 
investments going ahead. Hitech & Manufacturing accounted for nearly 9% of its total revenues, while retail 
and healthcare, and public-sector (outside India) accounted for 8% and 7.5% of total revenues respectively. 
We note that the company’s Others vertical (25% of total revenue in Q3FY2022) grew strongly at 16.7% y-o-y 
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during Q3FY2022. We believe that healthy traction in emerging verticals such as healthcare, hi-tech and 
manufacturing would drive its next leg of growth.       

AdvantageGO – well-poised to derive strong recurring revenue going ahead

The company has transformed its AdvantageGO business (Coforge’s product engineering offering) from 
a Legacy System provider to High-Value Strategic System Provider. AdvantageGO is a key component of 
its product engineering portfolio and it accounts for ~2.5% of its total revenues and 20% to the insurance 
segment. It translates the annual revenue run rate of AdvantageGO at around $20 million and its EBITDA 
margin remains higher than company’s margin level. AdvantageGO’s revenue declined on a sequential basis 
in Q3FY2022, however, it is expected to report strong growth in the medium term given increasing demand in 
the insurance segment. The company is hiring talents both to the senior subject-matter experts (SME) pool and 
the senior leadership pool, which are expected to provide expertise to the deal specialists to structure deals 
and improve win rates. Further, the company plans to capitalise the upsell opportunity because of the cloud 
version of the products. AdvantageGO is one of the leading platforms for commercial lines in the UK (serves 
40% of the Lloyds insurance market), while the company plans to expand this insurance platform aggressively 
in the US. We believe the company’s flagship product, AdvantageGO, is positioned well to generate strong 
recurring revenue given its offerings in next-generation commercial reinsurance management solutions using 
cloud-based microservices within an interconnected technology ecosystem.

Improving client metrics and fresh order intake to drive the growth

Coforge has witnessed strong growth, healthy fresh order intake, robust addition of logos including 
Fortune-1000, higher large deal win rate and stable margin performance over last four years. The company’s 
12-month executable order book has been growing by over 35% y-o-y for the last three quarters, providing 
strong revenue growth visibility for FY2023E. The company’s executable order book for the next 12 months 
stood at $701 million (up 39.9% y-o-y) in Q3FY2022, while the fresh order intake was at $850 million during 
9MFY2022 and it was 9% higher than that of FY2021. Further, new client addition has also been improving 
every year since FY2017 (15/31/40/40/45 added in FY2017/18/19/20/21 respectively). The company has already 
added 35 new clients during 9MFY2022, which indicates consistent addition of new logos in every quarter. 
In addition, revenue growth in top accounts have been remained strong over last for quarters. Despite issues 
in the travel vertical (which was the largest vertical in FY2017), the company witnessed strong addition of 
clients in the $1-10 million bracket. We believe continued improvement in client metrics and steady margin 
performance position the company to report strong revenue growth over the next 3-4 years. 

Executable orders of 9MFY22 was 35% higher than FY21

Source: Company, Sharekhan Research

Fresh order intake ($ mn) continues to improve

Source: Company, Sharekhan Research
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Client mining remains strong

Source: Company, Sharekhan Research 

Strong clients addition despite exposure to travel 

Source: Company, Sharekhan Research
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Margins set to improve; levers are intact

Even after a 380 bps margin expansion between Q1FY2022-Q3FY2022, the management indicted that it 
expects at least 130 bps q-o-q margins expansion in Q4FY22, led by higher the revenue contribution from 
AdvantageGO, higher working days as compared to last quarter, operating leverage and currency tailwinds. 
The company retained its adjusted EBITDA margin guidance of 18.5-19% for FY2022E despite 18.1% EBITDA 
margin in 9MFY2022.   Levers for margin improvement in FY2023 are (1) strong revenue growth, (2) higher 
offshoring, (3) greater revenue contribution from the AdvantageGO, (4) utilisation improvement, (5) pyramid 
rationalisation, and (6) currency tailwinds. The company’s offshore revenue has been growing at 8% CQGR 
over last 11 quarters given talent supply crunch and higher outsourcing of clients, and the management 
believes that it is going to be margin level going forward. Interestingly, the company’s attrition rate remained 
at 16.3% in Q3FY2022, which is lower than that of industry average. Hence, the margin levers are expected 
to offset the headwinds including higher onsite wage inflation and return of discretionary expenses to a large 
extent. We forecast EBITDA margins would be at 18% and 18.2% for FY2023E and FY2024E respectively, 
implies an increase of 130 bps over FY2021-24E.  

Attrition rate remained below industry average

Source: Company, Sharekhan Research

EBIT margin to expand

Source: Company, Sharekhan Research
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Expect healthy cash generation and improvement in return ratios going ahead  

The company saw a 34% y-o-y decline in operating cash flow (OCF) in FY2020, owing to pricing discounts 
provided to its travel customers and relaxation in the terms of receivables to some of its troubled clients. We 
note that the company’s DSOs increased to 74 days in FY2020 from 62 days in FY2019. With the gradual 
reversal of discounts to the clients in the troubled sectors and improvement in the working capital, the 
company saw strong growth (up 157% y-o-y) in OCF in FY2021 and cash conversion (OCF/EBITDA improved 
to 97% in FY2021 from 41% in FY2020) as well. We expect the company’s OCF/EBITDA and FCF/net profit 
would back to pre-pandemic level and will likely to remain healthy at around 70% and 110% in FY2023E and 
FY2024E respectively. This along with expansion in margin would also lead to improvement in the return 
ratios over FY2022-FY2024E. We forecast the company’s RoE and ROIC would likely to reach at 25.7% and 
39% respectively in FY2024E.
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Cash conversion likely to remain healthy 

Source: Company, Sharekhan Research

Expect OCF/FCF CAGR of 25%/42% respectively

Source: Company, Sharekhan Research
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Absolute dividend playment to increase; company may scout for M&A activity going ahead

Source: Company, Sharekhan Research
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Coforge eyes US listing through ADR route

Baring Private Equity Asia, the current promoter of Coforge, became an investor of the company during mid-
2019 when Baring signed definitive agreements to acquire a 30% stake in NIIT Technologies and made an 
open offer to buy up to 26% to public shareholders. Post a series of stake sales in the last 2 years, Baring has 
brought down its stake to 40.3% from around 70.1%. However, the company also announced that it plans to list 
in the US via American Depository Receipts (ADR) route. As per media reports, shareholders of Coforge Ltd 
will sell securities worth as much as $750 million in a proposed American Depositary Receipts (ADRs) offering 
in the US. With the listing of its stock on US bourses through the ADR route, the perception of the stock could 
improve and there could be possibilities of further improvement of its valuation multiple.   

Expect to double-down on growth engines to achieve next $1 bn revenue in lesser time   

The company’s USD revenue grew 6% y-o-y in FY2021 despite significant exposure to the travel vertical 
(accounted for 28% in FY2020) and a decline in overall revenue in Q1FY2021 owing to outbreak of pandemic. 
This shows the company’s strong business model given its ability to win deals and strong execution. Further, 
the company raised its FY2022 organic growth guidance to 24% in constant currency (CC) terms from 22% 
earlier and 37% (versus earlier guidance of 35% in CC terms) in CC terms for overall growth (including SLK 
Global contribution). We expect the company’s revenue would reach $869 million in FY2022, a growth of 
38.5% y-o-y. With investments in capabilities, strong deal wins and broad-based spending across industries, 
the company is on track to achieve $1 billion annual revenue in FY2023E. 
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While Coforge is expected to clock $1 billion in quarterly annualised revenue in next couple of quarters, 
Mindtree and L&T Infotech (LTI) were of a similar size ($1 billion quarterly revenue) in Q4FY2019 and Q1FY2018 
respectively. Though Coforge is lagging in revenue/top 5 client and revenue/top 10 client compared to 
Mindtree and LTI, the company’s revenue per active clients and higher incremental revenue contribution from 
non-top 10 customers remains impressive. Further, the company’s client metrics, number of employees and 
sales staffs stand fairly well with the other mid-tier companies when they were of a similar size. Since then, 
Mindtree and LTI have grown at a CAGR of 24.3% and 24.2% to reach $1.5 billion and $2.2 billion quarterly 
annual run-rate.

Well placed to grow

Perticular Coforge (Q3FY2022) Mindtree (2019) LTI (Q1FY2018)

Revenues (in $ Mn)  886*                      1,001                                 1,037* 

Client Metrics    

No of active clients 133 349 256

New clients added (Quarterly)                                       13 15 12

F-1000/500/100 clients 61 (F-1000) 14 (F-100) 51 (F-500)

Revenue per active/billed client ($ mn) 6.6 2.9 4.1

Top 5 (%) 25.2 33.2 38.1

Top 5 revenues ($ mn)                                 223.3                      332.3                                 395.1 

Revenue/Top 5 client                                   44.7                           66.5                                   79.0 

Top 10 (%) 36.1 42.9 50.9

Top 10 client revenues                                 319.8                   429.4                                 527.8 

Revenues/Top 10 client                                   32.0                       42.9                                   52.8 

Number of clients    

No of US$ 1mn+ clients 94 120 97

No of US$ 5 mn+ clients 21 45 35

No of US$ 10 mn+ clients 18 23 24

    

Employees                               22,130                   20,204                               22,321 

Sales staff                                 1,192 1187                                 1,422 

Sales % of total employees 5.4% 5.9% 6.4%

    

New deals signed (TTM)                                 1,051 256 NA

Source: Company, Sharekhan Research
*quarterly annualised revenue

Coforge’s management is sharply focusing on hiring senior talents, and sales and marketing bandwidth for 
large deal wins, logo additions and strategic client accounts to achieve the next $1 billion revenue in less time 
compared to the time take for its first $1 billion revenue. Hence, we believe that the company will increase its 
focus on mining its large strategic accounts to increase the wallet share. In addition, the company will scout 
for more acquisitions in coming years to accelerate its growth momentum. 

Expect strong earnings growth among peers

Source: Company, Sharekhan Research

Expect growth to remain in leadership quadrant 

Source: Company, Sharekhan Research
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Growth and margin outlook
Coforge delivered a 10.5% growth over FY2017-21, which is ahead of the average growth of IT services 
spending. Despite a significant exposure to TTH vertical (28% to total revenue in FY2020), the company 
reported 6% revenue growth in US Dollar terms in FY2021, better than IT services companies like Mindtree 
(revenue declined 1.1% y-o-y in FY2021) whose exposure to TTH vertical was a significant portion of their 
revenue pie (16.7% in FY2020). Excluding the TTH vertical, Coforge reported strong 19% y-o-y growth in 
FY2021, led by acquisition of new customers in its BFS, insurance and healthcare verticals.
On April 12, 2021, the company entered into a share purchase agreement with SLK Global to acquire 80% 
stake over the next two years. It acquired 35% stake on April 12, 2021 and an additional 25% stake on April 28, 
2021 for an aggregate amount of Rs 918.3 crore. The company will acquire an additional 20% stake in 2023 
at a price formula referenced to certain financial metrics. The company used the proceeds of the issuance 
of NCB in the aggregate principal amount of Rs. 340 crore, as well internally generated as cash on hand, to 
fund the acquisition.
The company provided organic revenue growth guidance of 24% y-o-y in CC terms for FY2022 and 37% y-o-y 
in CC terms for overall growth (including SLK Global revenue contribution). During 9MFY2022, the company 
reported a revenue growth of 39.3% y-o-y. We forecast the company’s revenue growth would be at 38.5% in 
FY2022. Further, the company expects at least 130 bps q-o-q margins expansion in Q4FY2022. 
We expect strong revenue growth would continue in next 2-3 years on the back of broad-based demand, 
recovery in travel vertical, strong deal bookings, client mining and must have logos (Fortune 1000). Operating 
profitability is expected to improve in FY2023/FY2024, led by increase in offshore revenues, gradual 
improvement in pricing, reduction of subcontracting expenses and currency tailwinds. We expect revenue 
and earnings to grow at a CAGR of 16.7% and 21.6 % over FY2022-24E. 

EBITDA Margin likely to improve

Source: Company, Sharekhan Research

US$ revenue to grow at 17% CAGR (FY22-24E)

Source: Company, Sharekhan Research 
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Recent price correction offers good entry point    

We note that the stock prices of Indian IT services companies have recently corrected owing to sell-off of tech 
stocks across the globe, potential Fed rate hike and rising US inflation. However, the stock price of Coforge 
has underperformed most of its mid-tier IT services companies, owing to the recent block deal by its promoter. 
Hence, we believe that the recent correction offers good opportunity to buy from long-term perspective. 

IT Services stock performance (%)

Companies 1M (%) 3M (%) 6M (%) 12M (%) 3Y (%) 5Y (%) From 52W High

L&T Infotech 2.7 -13.7 0.8 52.1 56.0 57.1 -20.0

Mindtree 7.9 -10.7 -9.7 106.3 66.8 57.0 -18.9

Mphasis 4.3 1.7 -2.9 97.5 53.6 44.0 -11.4

Cyient 12.8 -5.4 -11.1 45.2 15.9 17.9 -27.4

LTTS 9.9 -7.6 3.1 92.3 50.4 46.0 -17.8

Persistent Sys 13.4 -2.5 19.6 133.7 94.6 51.3 -10.0

Birlasoft 12.7 -11.5 6.7 88.7 72.6 44.1 -20.2

Mastek 11.2 0.7 -4.6 149.9 94.7 78.8 -18.5

Coforge 0.0 -18.5 -21.1 56.6 51.0 62.9 -27.7

Nifty IT 5.8 -3.3 -1.4 40.9 35.0 29.7 -8.5

Source: Company, Sharekhan research
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Source: Company, Sharekhan Research

Geography-wise contribution

Source: Company, Sharekhan Research

Gross and EBIT margin trends and estimates

Vertical-wise contribution 

Source: Company, Sharekhan Research

Financials in charts 

Revenue (Rs. crore) trends and estimates

Source: Company, Sharekhan Research

Non-top 10 revenue ($ mn) & growth (%)

Source: Company, Sharekhan Research

RoE and RoCE trends (%) 

Source: Company, Sharekhan Research
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One-year forward P/E (x) band

Source: Company; Sharekhan Research 

Valuation – Strong cash generation and improving return ratios to support valuation

We believe strong cash generation, robust earnings growth potential and improving return ratios to support 
its valuation. We like the company because of its strong execution over last few years and robust visibility. 

n Sector view - Strong demand environment here to stay

Broad-based spending on digital transformation and cloud-related technologies across the industries and 
geographies is expected to maintain demand momentum in CY2022. Industry analysts such as Gartner 
estimate that IT services spending would grow by 8-8.5% in the next four years as compared to the average 
of 4.3% achieved over 2011-20. Consulting (+11%) and application implementation and managed services 
(+9%) are expected to grow faster than BPO (+7%) and infra implementation and managed services (+4%) 
in CY2022E. Forecasts indicate higher demand for Cloud infrastructure services, a potential increase 
in specialised software, potential investments in transformation projects by clients, and increased online 
adoption across verticals.

n Company outlook - Well prepared for next leg of growth

Coforge has successfully transformed and re-organised itself into one of the fastest-growing mid-sized IT 
services provider under a revamped management in the past few years. Strong leadership, deep domain 
capability in select verticals, improved capability and marquee client base would help the company to sustain 
the growth momentum. Further, strategic focus on diversifying the business into new emerging verticals, 
improvement in client metrics, strong executable orders and sharp recovery in travel segment would further 
aid growth. Strong growth, better digital mix and operating efficiencies should drive margin expansion over 
next two years. 

n Valuation - Strong cash generation and improving ROIC to support valuation 

Coforge’s deep domain expertise in select industry verticals and sub-verticals with heavy investments on 
technology, proprietary products and resources position it to participate in its customers’ transformation 
journey. Further, its strategic focus on diversifying the business into new emerging verticals, improvement in 
client metrics, strong executable orders, and better client mining of strategic accounts would help it to drive 
next level growth. Coforge is expected to report revenue/earnings growth at 17%/22% CAGR, respectively over 
FY2022-24E, which is one of the fastest growth among mid-tier IT services companies. At CMP, the stock is 
trading at a valuation of 32x/27x of its FY2023E/FY2024E earnings. The stock price of Coforge has corrected 
around 28% from its 52-week high, while the stock prices of other mid-tier companies have corrected in the 
range 10-20% from their respective 52-week peak. We stay positive on Coforge on outstanding execution over 
last few years, strong earnings visibility, healthy cash generation and improving ROIC. Thus, we re-initiate 
coverage on Coforge with Buy rating and price target of Rs. 5,450.    
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One-year forward P/BV (x) band

One-year forward EV/EBIDTA (x) band

Source: Company; Sharekhan Research

Source: Company; Sharekhan Research
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Peer comparison

Company Reco
CMP TP Return Revenue Mcap USD revenue growth

(Rs.) (Rs.) (%)
FY021  
($ mn)

(Rs. crore) FY22E FY23E FY24E

L&T Infotech Buy 6,078 8,100 33 1,670 1,07,159 26.6 20.8 14.9

Persistent System Buy 4,487 5,550 24 566 34,294 34.4 29.0 18.3

Mastek Buy 2,987 3,840 29 232 8,966 26.4 24.3 20.1

Birlasoft Buy 468 580 24 480 13,066 16.4 18.0 16.1

Coforge Buy 4,433 5,450 23 628 26,998 38.9 21.1 17.0
Source: Company, Sharekhan estimates

Peer comparison

Company
EPS (Rs.) P/E (x) RoE (%)

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E

L&T Infotech 132.8 165.3 195.1 45.8 36.8 31.2 28.8 32.7 38.5

Persistent System 87.5 114.9 137.6 51.3 39.1 32.6 22.3 25.3 25.9

Mastek 100.6 113.8 141.2 29.7 26.3 21.2 29.8 29.6 29.7

Birlasoft 15.8 19.5 23.4 29.6 24.0 20.0 19.3 20.9 21.8

Coforge 112.1 137.2 165.2 39.6 32.3 26.8 24.9 25.3 25.7
Source: Company, Sharekhan estimates

Peer comparison

Company
EV/EBITDA (x) EBITDA margin (%) EPS Growth (%)

FY22E FY23E FY24E FY22E FY23E FY24E FY22E FY23E FY24E

L&T Infotech 34.3 27.9 23.8 19.7 19.6 19.7 20.4 24.5 18.0

Persistent System 36.7 26.6 21.8 16.5 16.8 16.7 48.3 31.4 19.7

Mastek 13.3 10.9 8.9 21.2 20.5 20.6 22.9 13.0 24.1

Birlasoft 19.0 14.8 12.3 19.0 14.8 12.3 40.0 23.2 20.1

Coforge 23.0 18.1 15.0 17.5 18.0 18.2 42.9 22.8 20.4
Source: Company, Sharekhan estimates
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Company background

Established in 1981, Coforge (earlier known as NIIT Technologies) is one of the leading mid-sized Indian IT 
services and solutions firm with deep domain knowledge and significant focus in select industry verticals. 
The company is engaged in providing services in cloud, managed services, data analytics, application 
development, BPM (business process management), and cyber-security to drive client’s digital transformation 
program. During 2004, the company was formed on the back of a demerger process by NIIT Limited under 
the name of ‘NIIT Technologies. The company changed its name to “Coforge” in 2020 after acquisition of 
controlling stake of the company by Baring Private Equity Asia. Barings Private Equity Asia (BPEA)/Hulst BV 
acquired 30.2% stake in Coforge from its promoters in May 2019.

The company is primarily focused on three industries such as banking and financial services (BFS), insurance, 
travel, transportation and hospitality (TTH). In addition, the company has a growing presence in retail, 
healthcare and hi-tech, manufacturing, and public sector/government (outside India) under its other verticals. 
The company’s robust emerging tech capabilities, solid track record on execution, and deep employee & 
client centricity enable it to participate in customer’s digital transformation journey.

Coforge provides product engineering services and leverages Cloud, Data, integration and automation 
technologies to transform businesses into intelligent and high-growth enterprises. Coforge’s proprietary 
platforms helps to drive critical business processes across its core verticals. Strong traction for Coforge’s 
services and solutions is led by the company’s robust capabilities in application development, infrastructure 
management, product engineering, artificial intelligence/machine learning (AI/ML), blockchain, user/customer 
experience (UX/CX), cloud, and digital process automation (DPA).The firm has a presence in 21 countries with 
25 delivery centers across nine countries.

The company was established as “NIIT Investments Private Limited” on May 13, 1992. In 2004, the company 
changed its name to “NIIT Investments Limited” and listed on the stock exchanges. The company again 
changed its name to “NIIT Technologies Limited” on May 14, 2014. With the acquisition by Baring, the company’s 
name further changed to “Coforge Limited” on August 3. 2020. The recent rebranding exercise comes after 
the change of its ownership to Baring Private Equity Asia in 2020.  

The company delivers technology solutions across countries in Americas, EMEA, and rest of world (RoW). 
On region-wise, the company is well balanced across regions, with 48% share from the Americas, 37% share 
from EMEA and 15% from the Rest of the World in FY2021. Coforge enjoys a strong presence in select industry 
verticals and their sub-segments. On vertical front, the insurance vertical (includes life, non-life, commercial/
specialty) contributed 32% to its total revenues, while travel, transportation and hospital (TTH, includes 
airlines, travel technology, airports, surface transport, hospitality/hotels/logistics) and BFS (wealth/asset 
management, risk/compliances) vertical contributed 19% and 17% to total revenues, respectively in FY2021. 

Geography-wise revenue mix in FY2021

Source: Industry, Sharekhan Research

Vertical-wise revenue mix in FY2021

Source: IDC, Forrester, Gartner, HFS, Sharekhan Research

Insurance, 
32.0%

BFS 17%

TTH 19%

Others, 
31.0%

Americas, 
48.0%

EMEA 37.0%

ROW, 
25.0%

The company added 41, 45 and 35 new clients in the 2020, 2021 and 9MFY2022 respectively, with 
representation in all of its verticals and service areas. Further, the company’s number of Fortune 1000 clients 
increased to 60+ clients in 9MFY2022 from 50 clients in FY2020. With ~22,130 employees and revenues of 
$0.6 billion (in FY2021), Coforge is one of the leading mid-tier Indian IT services company in India.
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The company has evolved through both organic investments and successful inorganic acquisitions. The 
company has done five large acquisitions in the past. In 2006, the company acquired Room Solutions 
Limited to boost company’s offerings in the insurance space. In 2008, the company acquired SofTec GmbH 
to strengthen its solutions in the travel, transportation and hospitality (TTH) vertical, especially airlines. In 
2015, the company expanded into the digital integration services market through its acquisition of Incessant 
Technologies, which bolstered the digital service business of the company and made inroads to new accounts. 
In 2017, the company acquired Ruletek Inc to boost its digital integration capabilities and expand its presence 
in North America. In 2019, the company acquired WHISHWORKS, which helped the company to grow its 
digital integration business through the MuleSoft Platform and big data technologies. In 2021, the company 
acquired SLK Global, which is expected to expand Coforge’s BPM operations, strengthen its financial services 
business, and increase presence in North America.

Coforge’s acquisition history

Company name Year Consideration Geography Business

Room Solutions Limited 2006 $25 mn UK Increased the company's presence in 
insurance segment

SofTec GmbH 2008 - Europe, Africa and 
Asia

Strengthened its presence in travel, 
transportation and logistics vertical

Incessant Technologies 2015 - - Bolstered digital service business and made 
inroads into new accounts

RuleTek Inc 2017 - North America Enhanced its digital integration capabilities 
and expanded North America footprint

WHISHWORKS 2019 - - Strengthened digital integration business 
through the MuleSoft Platform and Big Data 
technologies

SLK Global 2021 Rs. 918 crore North America expected to expand Coforge's BPM 
operations, strengthen its financial services 
business, and increase presence in North 
America

Source: company, Sharekhan research

The company has built up a credible, profitable and fast growing platform business across multiple industries 
including insurance, BFS, travel, healthcare, hi-Tech, retail, and public sector. The company’s continued 
investments on building capabilities helped the company to maintain its robust order intake during last 
year. The Company secured fresh orders worth $781 million during FY2021 (compared to $748 million during 
FY2020), resulting in a 11% increase in the order book executable over the next 12 months from $468 million in 
FY2020 to $520 million in FY2021. The order book executable over the next 12 months stood at $701 million 
in 9MFY2022.

EBITDA (Rs. Cr) and margin (%)

Source: Company, Sharekhan Research

Revenue (Rs. Cr) & growth (%) 

Source: Company, Sharekhan Research 
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Dividend per share (Rs.) and payout (%)

Source: Company, Sharekhan Research

Net profit (Rs. cr) and margin (%)

Source: Company, Sharekhan Research 
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Source: Company, Sharekhan Research 
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Source: Company, Sharekhan Research 
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Operating metrics

Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Q2FY22 Q3FY22

Revenue ($ mn) 147 140 155 161 172 200 213 222

Revenues In INR (Rs. Cr) 1,109 1,057 1,154 1,191 1,262 1,462 1,569 1,658

Geographic mix (%)         

Americas 46.0 46.9 48.0 49.4 46.4 52.0 52.2 53.3

EMEA 40.0 36.2 36.0 35.8 39.6 35.0 32.5 33.7

Rest of World 14.0 16.9 16.0 14.8 14.1 13.0 15.3 13.0

Revenue by verticals (%)         

Insurance 31 33 34.3 31.5 31.2 30.8 29.2 27.8

BFS 15 17.2 17.1 18.5 16.8 21.1 24.1 28.4

TTH 27 19.4 18.8 20 18.9 18.9 18.6 18.3

Others 27 30.4 29.8 30 33.1 29.2 28.1 25.4

Revenue mix by services (%)         

Product engineering 16 16 16.4 16.6 16 14 12.7 10.8

Intelligent automation 14 14.6 14.9 15.3 15 14.5 14.3 14

Data and Integration 21 19 19.2 19.2 23 20.2 20.6 20.5

CIMS 18 19.2 20.8 19.7 19 17.1 17 18.6

ADM 29 28.9 26.8 27.7 26 25.9 23.9 24.7

BPM 2 2.3 1.9 1.5 1 8.3 11.5 11.4

Revenue by location (IT services)         

Onsite 64 61.7 64 62 60.8 60 56 54

Offshore 36 38.3 36 38 39.2 40 44 46

Manpower details         

Total Headcount 11,156 10,598 11,162 11,424 12,391 20,491 20,786 22,130

IT attrition (LTM) 11.8 11.8 10.5 10.4 10.5 12.6 15.3 16.3

DSO 74 71 75 75 70 71 66 70

Utilization rate (%)         

IT utilization 78.1 77.0 81.0 78.9 81.0 77.0 78.5 77.1

Client metrics         

New client addition 10 11 12 11 11 11 11 13

Repeat business (%)        87.0         96.5        89.0         87.0       86.0       96.0         93.0         92.0 

Client buckets         

>US$1 mn 80 81 83 87 88 95 92 94

>US$5 mn 15 15 16 17 16 20 22 21

>US$10 mn 11 11 10 11 11 15 16 18

Client contribution (%)         

Top 5 clients 27 26.3 25 24.4 25.4 25 22.5 25.2

Top 10 clients 37 37.5 36 34.2 36.5 36 33 36.1

Order book ($ mn)         

TCVs ($ mn) 468 465 489 501 520 645 688 701

Fresh Order Intake ($mn) 180 186 201 192 201 318 285 247

Americas 81 85 121 116 119 46 123 91

EMEA 0 70 58 45 65 227 114 110

Rest of World 47 31 21 32 17 46 48 47

Source: Company data
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Profit & loss account Rs cr

Particulars FY20 FY21 FY22E FY23E FY24E

Revenue 4,184 4,663 6,477 7,844 9,177

Direct cost 2,753 3,169 4,410 5,332 6,218

Other expenses 710 654 855 1,059 1,243

Total operating expense 3,464 3,876 5,342 6,430 7,507

EBITDA 720 786 1,134 1,414 1,670

Net other income* 56 11 -8 -6 2

Depreciation 173 184 229 266 297

EBIT 603 614 898 1,142 1,375

Exceptional & EO items 7 18 - - -

PBT 595 596 898 1,142 1,375

Tax expenses 128 130 172 263 316

RPAT 444 456 677 831 1,000

Profit/loss from associates 451 474 677 831 1,000

APAT 4,184 4,663 6,477 7,844 9,177

Source: Sharekhan Research; 
*It includes forex gain/loss & interest expense

Balance Sheet Rs cr

Particulars FY20 FY21 FY22E FY23E FY24E

Sources of fund      

Equity capital 63 61 61 61 61

Reserves & surplus 2,334 2,406 2,913 3,536 4,136

Networth 2,397 2,466 2,974 3,597 4,197

Total debt 5 1 462 416 333

Other long-term liabilities 244 204 236 241 247

Total capital employed 2,646 2,671 3,672 4,254 4,776

 

Application of funds

Net block 671 598 1,460 1,344 1,172

Other-nor current assets 618 786 792 801 813

 

Current assets, loans & advances

Receivables 857 890 1,169 1,351 1,504

Cash & cash equivalents 820 800 714 1,267 1,806

Other current assets 475 440 469 511 590

Total 2,151 2,130 2,352 3,129 3,899

      

Less: current liabilities & provisions      

Payables 263 340 430 518 605

Other current liabilities & provisions 531 503 503 503 503

Total 794 843 933 1,021 1,107

 

Net current assets 1,357 1,287 1,419 2,108 2,792

 

Total assets 2,646 2,671 3,672 4,254 4,776

Source: Sharekhan Research
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Cash Flow Statement Rs cr

Particulars FY20 FY21 FY22E FY23E FY24E

Cash flow from operating activities 297 762 753 1,024 1,224

Cash flow from investing activities 112 -235 -1,092 -151 -127

Cash flow from financing activities -133 -553 254 -319 -559

Free Cash Flow 224 684 553 907 1,109

Opening Cash 508 820 800 714 1,267

Closing Cash 820 800 714 1,267 1,806

Source: Sharekhan Research

Key Ratios

Particulars FY20 FY21 FY22E FY23E FY24E

Margins (%)

Gross profit margin        31.1        30.7        30.6        30.4        31.4 

EBITDA margin        17.2        16.9        17.5        18.0        18.2 

EBIT margin        14.4        13.2        13.9        14.6        15.0 

Tax rate        21.2        21.2        19.2        23.0        23.0 

Net profit margin        10.8        10.2        10.4        10.6        10.9 

As a % of net sales

Employee expense        65.8        68.0        68.1        68.0        67.8 

Other expense        17.0        14.0        13.2        13.5        13.5 

Measure of financial status

Debt/ Equity (x) 0.0 0.0 0.2 0.1 0.1

Debtor days 73 68 65 62 59

Payable days 27 31 29 29 29

Working capital days 46 37 36 33 30

Measure of investment

Adjusted EPS (Rs) 71.4 77.5 112.1 137.2 165.2

Cash EPS (Rs) 98.8 107.5 150.0 181.1 214.3

DPS (Rs) 31.0 13.0 28.0 34.0 66.0

Dividend payout (%) 43.0 17.0 25.0 25.0 40.0

BVPS (Rs) 379.3 403.4 492.6 593.8 693.1

RoE (%) 20.2 19.5 24.9 25.3 25.7

RoCE (%) 22.2 22.7 28.5 29.0 30.4

RoIC (%) 32.4 30.1 33.7 32.7 39.0 

Valuation ratio

P/E (x) 62.1 59.3 39.6 32.3 26.8

EV/Sales (x) 6.2 5.6 4.0 3.3 2.7

EV/EBITDA (x) 36.0 33.1 23.0 18.1 15.0

P/BV (x) 11.2 10.9 9.0 7.5 6.4

Dividend yield (%) 0.7 1.8 0.6 0.8 1.5

Growth rate (%)

Revenue        13.8        11.4        38.9        21.1        17.0 

EBITDA        11.5          9.3        44.2        24.7        18.1 

EBIT          6.1          1.9        46.2        27.2        20.4 

Adjusted PAT        10.3          5.0        42.9        22.8        20.4 

EPS          9.0          8.5        44.7        22.4        20.4 

Source: Sharekhan Research
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About company

Established in 1981, Coforge (earlier known as NIIT Technologies) is one of the leading mid-sized Indian IT 
services company, engaged in providing services in cloud, managed services, data & analytics, automation, 
application development & maintenance and Business Process Management. The company focuses on 
three key industries such as insurance, travel, transportation & hospitality and BFS. The company has 
started focusing on other industries such as manufacturing, healthcare, hi-tech, public sector to capture 
the opportunity. Digital technologies revenue, including product engineering, intelligent automation, data, 
integration and cloud, stood 64% of total revenue in Q3FY2022. Coforge has over 22,000 professionals 
serving customers in North America, Europe, Asia and Australia.

Investment theme

Coforge’s deep-domain expertise in select industry verticals and sub-verticals with heavy investments 
on technology, proprietary products and resources position it to participate in customers’ transformation 
journey. Further, the company has reinvested its excess profitability in enhancing the technical capabilities 
by adding management/sales bandwidth. The company has also started scaling up the sub-segments such 
as healthcare within other verticals to drive its growth. We believe the company’s differentiated positioning in 
select verticals, strong leadership, robust executable orders and mining of strategic accounts would position 
the company to deliver strong revenue growth going ahead.
 
Key Risks

(1) Any hostile development against current visa regime and higher attrition would affect employee expenses; 
(2) rupee appreciation or/and adverse cross-currency movements might affect earnings; (3) Delay in travel 
segment recovery; (4) a churn in senior management.

Additional Data

Key management personnel

Sudhir Singh Chief Executive Officer & ED

Ajay Kalra Chief Financial Officer

Madan Mohan EVP & Global Head - TTH

Gautam Samanta EVP & Global Head - BFS

Rajeev Batra EVP & Global Head - Insurance
Source: Company

Top 10 shareholders

Sr. No. Holder Name Holding (%)

1 Axis Asset Management 6.08

2 Capital Group Cos Inc 3.88

3 Life Insurance Corp of India 3.39

4 UTI Asset Management 3.31

5 Emirates of Abu Dhabi UAE 1.20

6 Ashoka India OPP FD 1.16

7 Vanguard Group Inc 0.99

8 Goldman Sachs Group Inc 0.86

9 Aditya Birla Sun Life Asset Management 0.76

10 PGIM India Asset Management 0.74
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.


