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Mastek Ltd

Mixed bag Q4; execution hols key to recovery

Reco/View: BUY CMP: Rs. 1,763 Price Target: Rs. 2,000

Quick Snapshot

e Revenue grew 1.4% g-o-q (down 1.1% y-0-y) to $ 103.5 million; CC growth came in at 0.3%
g-0-qg (down 5.8% y-0-y), on strong traction in the UK and AMEA, partially offset by weakness
in the US.

e Twelve-month order backlog surged 24.4% y-o-y to Rs 2,849 crore, with North America’s order
book growing consecutively and UK renewals occurring at lower discounts, which offered
meaningful revenue growth visibility for FY27.

e EBITDA margin held at 16.1%, but management cut guidance to 16-16.5% from 16.5-17%
earlier, reflecting persistent client-side pricing pressures and discounting demands. These
were partially offset by Al-led efficiency gains and forex tailwinds.

e Strong order book boosts revenue visibility, but execution would be keenly eyed given client-
side delays and cautious spending environment pose near-term risks. We maintain a Buy
rating and revise PT to Rs 2,000 and assign a P/E multiple of 13x on FY28E EPS.

Result overview

e Q4 Scorecard: Revenue rose 3.6% g-0-q (3.6% y-0-y) to Rs 938 crore, in-line with estimates.
EBIT stood at Rs 132 crore, missing estimates by 4.4%, down 1.4% g-0-q (10.2% y-0-y), resulting
in margins falling 71 bps g-o-q (up 75 bps y-o0-y) to 14.1% (est. 14.7%) hit by wage hikes and
continued pressure from lower-margin US and AMEA operations. PAT stood at Rs 130 crore, up
13.2% g-0-q (45.6% y-0-y). PAT margin came in at 13.8%, up 118 bps g-0-q (and 399 bps y-o-y).

o Order backlog: Twelve-month order backlog stood at Rs 2,849, up 7.2% qg-o0-q (24.4% y-0-y),
driven by continued strength in the UK and US orderbook.

o Regional performance: The UK business continues to lead the growth, up strong focus in
healthcare and new client wins in BFSI. North American indicators are turning positive under
execution-oriented leadership. Following a year of restructuring, North American operations
underwent a complete leadership and strategic reset. With a renewed focus on Healthcare,
Life Sciences, BFSI, and Retail, management expects a positive turnaround. Improving lead
indicators and a second consecutive quarter of order book growth provide visibility into a
return to revenue growth entering FY27. While AMEA revenue recognition supported near-term
stability, management noted a slowdown in discretionary spend and a right-shifting of new
order decision-making due to prevailing macro headwinds.

Our Call

Q4FY26 performance was a mixed bag while revenue growth remained modest and EBITDA margin
contracted 70 bps g-0-q to 16.1%, the twelve-month order backlog surged providing meaningful
revenue visibility heading into FY27. On the positive side, the UK business remains a strong anchor
driven by NHS and BFSI wins, while North America is showing early signs of recovery with two
consecutive quarters of positive sequential order book growth. The FCA deal ramp-up, AI order
book expansion from 3% to 9% over two quarters, and a strategic pivot toward outcome-based
fixed-bid contracts are structurally encouraging. On the flip side, revenue recovery remains back-
ended with near-term growth expected to remain in low single digits, margin guidance has been
trimmed to 16-16.5% from 16.5-17% earlier due to persistent client-side pricing pressure and Al-
led discounting, while AMEA continues to face macro headwinds from Middle East conflict-related
decision-making delays. At CMP, the stock trades at ~11x FY28E EPS, offering a reasonable entry
point for a business undergoing a structural reset. We maintain BUY with a Target Price of Rs
2,000, based on FY28E EPS.

Key Risks
Slowdown in Al adoption, appreciation of Rs. Currency, global macroeconomic uncertainties.

Valuation Rs cr
Particulars FY25 FY26 FY27E FY28E
Net sales (Rs cr) 3,455.2 3,698.8 4,067.4 4,455.2
EBITDA Margin (%) 15.8 15.8 16.0 16.3
EBIT Margin (%) 13.6 13.9 14.1 14.4
Net profit (Rs cr) 368.3 4341 439.0 494.6
% YoY growth 21.0 17.9 1.1 12.7
EPS (Rs) 118.0 140.1 141.6 159.6
P/E (x) 18.5 12.6 12.4 11.0
P/B (x) 2.8 2.0 1.8 1.6
EV/EBITDA 12.3 8.0 8.4 7.6
ROE (%) 16.1 16.5 14.9 15.0
ROCE (%) 16.8 17.9 17.2 17.5

Source: Company; Mirae Asset Sharekhan estimates
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Concall Highlights:

e Vertical Updates: The HLS vertical dipped sequentially due to a timing gap between current projects that are getting
executed and new projects getting started, with management remains positive that the growth will come back. Healthcare
growth focused on the NHS as a primary client. The company continued delivering critical programs for the UK government
while expanding through innovative data and Al capabilities. Public sector remained stable during the quarter, with several
long-term contracts renewed. BFSI grew 13.4% qg-o0-q, driven by significant new orders from large institutions in North
America, the UK, and AMEA. As revenues and resources scale up in this segment, performance is improving steadily. Retail
and manufacturing verticals delivered stable results, despite a marginal timing-related dip of ~2%.

¢ Regional Outlook: North America business has stabilized following a resetyear, with sequential growth across larger markets
and positive order book lead indicators pointing toward continued growth into FY27. On the AMEA front, management noted
a strategic refocus on two key verticals healthcare and manufacturing with larger, more stable healthcare engagements
expected todrive the region toward growth in FY27. Regarding the UK, renewals are tracking strongly with meaningfully lower
discounts compared to earlier quarters, and that the company is actively transitioning its business model from transaction-
based to outcome-based programs, which management believes will support higher pricing and improved revenue quality
as it scales across its customer base.

o AI adoption gaining traction: Management highlighted that AI's ability to deliver technology has evolved significantly,
enabling businesses to undertake tasks previously not feasible, thereby presenting newer revenue opportunities. The
company’s approach goes beyond writing code, encompassing data readiness, workflow structuring, technology adoption,
and measurable business impact, an ROI realization process that remains largely invisible to many non-IT clients and will
require significant services support. Management noted that lead indicators around Al services are turning positive, with
orders being received for incremental workflow changes, and that the company is actively working with select clients
to deliver an AI adoption framework, with governance becoming a critical component. The true transformative impact,
however, is expected when AI adoption scales across the entire business landscape, which the management believes will
significantly enhance revenue and business impact. The exact timing of this large-scale adoption remains uncertain, though
the directional trend is clearly positive.

e Margin Story: EBITDA margin held steady at 16.1% (-70 bps g-o0-q), supported by improved execution efficiency and Al-
led productivity gains, with forex tailwinds (~80 bps) partially offsetting the ~110 bps salary hike impact. Management
has trimmed its margin guidance to 16-16.5% from 16.5-17% earlier, reflecting continued client-side price pressures and
discounting demands. Going forward, margins are expected to remain stable, balancing operational and Al-led efficiency
gains against pricing competition, client budget constraints, and incremental investments in Al capabilities.

e Key deal ramp-ups: The management indicated that the FCA deal has already commenced ramping up with over 60 on-
site resources deployed and is expected to be fully ramped by the end of Q1FY27. For the remaining two deals Atlas and
Biometrics, management noted that these are existing renewals with expanded scope, and SOW negotiations are currently
underway, with ramp-ups expected to materialize sometime between Q1FY27 and Q2FY27.

e Oracle transformation projects evolving into Broader AI Engagements: Management clarified that Oracle-related
concerns are largely overblown, as transformation projects initially centered around Oracle are now evolving into broader
Al transformation engagements, beginning with back-office workflows and progressively expanding to front-office and
mid-office functions. While Al advancements in core tech areas such as code writing and managed services may lead to
some headcount reduction, management emphasized that client investments in Al infrastructure, workforce modernization,
and overall Al transformation significantly outweigh these cost savings, resulting in a net positive for the company’s
transformation business. This positions the company uniquely to drive and expand Al-led transformation across its Oracle
client base.

e Other details: Mastek recognized an exceptional line item on account of the labor code impact of Rs. 23.7 crore, including
gratuity of Rs. 16 crore and a leave encashment of Rs. 7.7 crores. This impact is in addition to INR6.4 crores, which was
recorded in Q3, which had gratuity of INR5.3 crores and leave encashment of INR1.1 crores. Mastek has declared a final
dividend of Rs 16 per share.
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Results Rs cr
Particulars Q4FY26 Q4FY25 Q3FY26 YoY (%) QoQ (%)
Revenues In USD (Mn) 103.5 104.6 102.1 -1.1 1.4
Revenues In INR 938 905 906 3.6 3.6
Employee benefits expense 503 478 485 53 3.7
Gross Profit 435 428 420 1.7 3.5
Other expenses 284 289 269 -1.7 5.9
EBITDA 151 139 152 8.6 -0.8
Depreciation & amortization 18 19 18 -1.0 3.5
EBIT 132 120 134 10.2 -1.4
Other Income 24 4 21 566.8 14.3
Finance costs 7 10 7 -25.3 -3.4
PBT 149 114 148 30.6 0.9
Tax Provision 19 25 33 -23.2 -41.9
Minority Interest 0 0 0 NA NA
EO 24 -8 6 -391.9 271.4
PAT after MI 106 97 108 9.1 -2.0
Adj. PAT after MI 130 89 115 45.6 13.2
EPS (Rs) 41.9 28.6 37.0 46.6 13.2
Margin (%)

EBITDA Margin 16.1 15.3 16.8 75 -71
EBIT Margin 14.1 133 14.8 84 -71
PBT Margin 15.9 12.6 16.3 328 -41
PAT Margin 13.8 9.9 12.7 399 118

Source: Company; Mirae Asset Sharekhan Research

Regional Mix (%) Rs cr
Particulars Q4FY26 Q4FY25 Q3FY26 YoY (%) QoQ (%)
Government & Education 40.2 39.2 39.7 100 50
Health & Life Sciences 22.7 23.9 24.9 -120 -220
Retail/ Consumer 10.6 12.7 11.0 -210 -40
Manufacturing & Technology 12.4 12.6 11.8 -20 60
BFSI 14.1 11.6 12.6 250 150
USD Mn
Government & Education 42 41 41 1.5 2.6
Health & Life Sciences 23 25 25 -6.0 -7.6
Retail/ Consumer 11 13 11 -17.4 2.3
Manufacturing & Technology 13 13 12 -2.6 6.5
BFSI 15 12 13 20.3 13.4

Source: Company; Mirae Asset Sharekhan Research
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Additional Data

Top 10 shareholders
Sr. No. Holder Name

1 Desai Ashank Datta
Mehta Ketan Bansilal
Ram Girija
Nahata Umang Tejkaran
HDFC AMC
ICICI Pru
Nahata Unmed Singh
Raman Rakesh
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Ram Family Trust
10  Bandhan Mutual Fund

Source: Bloomberg

Holding (%)
10.95
7.14
5.66
5.48
3.76
3.61
3.55
3.39
3.22
3.09

Key management personnel

Name Designation
Deepak Kedia CFO
Umang Nahata CEO

Source: Company Website

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

This research report (“Report”) has been issued by Sharekhan Limited (“Mirae Asset Sharekhan”), and is intended for use only by the person or entity to which
it is addressed to. This Report may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any
other use is strictly prohibited unless specifically permitted by Mirae Asset Sharekhan. This Report is subject to change without prior notice.

Recommendation in reports is based on technical and derivatives analysis and based on studying charts of a stock’s price movement, trading volume, and
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals. However,
this would only apply to information/ documents focused on technical and derivatives research and shall not apply to reports/ documents/ information focused
on fundamental research.

This Report does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.
Though disseminated to all customers who are due to receive the same without discrimination, not all customers may receive this report at the same time. Mirae
Asset Sharekhan will not treat recipients as customers only by virtue of their receiving this Report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavor to update
the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and employees (“Affiliates”)
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent Mirae Asset
Sharekhan and its affiliates from doing so. This Report is prepared for assistance only and is not intended to be and must not alone be taken as the basis for
an investment decision. Recipients of this Report should also be aware that past performance is not necessarily a guide to future performance, and the value
of investments can go down as well. The user assumes the entire risk of any use made of this information. Each recipient of this Report should make such
investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this Report (including
the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views
expressed may not be suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of, and/ or other individual analysts
employed by Mirae Asset Sharekhan may have issued other recommendations/ reports that are inconsistent with and reach different conclusions from the
information presented in this Report. The reports may reflect different assumptions, views and analytical methods of the analysts who prepared them. Mirae
Asset Sharekhan may make investment or other decisions that are inconsistent with the opinions and views expressed in this Report. The views and opinions
expressed in this Report may vary from or contradict with the report, views, estimates, rating, and target price if any provided/ issued by entity(ies) within or
outside the group or other team(s) within Mirae Asset Sharekhan basis various factors including but not limited to rating criteria, valuation methodologies,
assumptions, accounting methodologies, etc.

This Report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Mirae Asset Sharekhan
and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe
such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed in this
Report accurately reflect his or her personal views about the subject company or companies and its or their securities. The analyst and Mirae Asset Sharekhan
further certifies that either he or his relatives or Mirae Asset Sharekhan or their associates might have direct or indirect financial interest or might have actual
or beneficial ownership of 1% or more in the securities of the company at the end of the month immediately preceding the date of publication of the Report.
The analyst and Mirae Asset Sharekhan encourage independence in research report/ material preparation and strive to minimize conflict in the preparation of
the research report. The analyst and Mirae Asset Sharekhan and their associates have not served as officers, directors or employees of the subject company.
The analyst and Mirae Asset Sharekhan or its associates may have managed or co-managed the public offerings of the company. Mirae Asset Sharekhan, or its
associates, or analysts may have received compensation for investment banking, merchant banking, brokerage services or received compensation for products
or services other than investment banking, merchant banking or brokerage services from the subject company or from a third party in the past twelve months
in connection with the Report, or received any other compensation or benefits from the subject company or other third party in connection with this Report.
Mirae Asset Sharekhan or its associates have not been debarred/ suspended by the Securities and Exchange Board of India (“SEBI") or any other regulatory
authority for accessing/ dealing in securities market. Mirae Asset Sharekhan or its associates or research analyst or his/her relatives may have financial interest
or any other material conflict of interest in the subject company of this research report at the time of publication of the research report or at the time of public
appearance. Further, please note that Mirae Asset Sharekhan or its research analysts or their associate(s) have not used artificial intelligence tools in providing
research services.

Either Mirae Asset Sharekhan or its Affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market, act as
principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities of the subject
company or related securities referred to in this Report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan may
from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of the foregoing, in
no event shall Mirae Asset Sharekhan, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management’s beliefs and opinions in respect of the
future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee of future performance,
and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown risks and uncertainties, which may
cause actual performance and financial results in future periods to differ materially from any projections of future performance or results expressed or implied
by such forward-looking statements. Mirae Asset Sharekhan and its Affiliates undertake no obligation to update forward-looking statements if circumstances or
management's estimates or opinions should change, except as required by applicable securities laws. The reader/ investors are cautioned not to place undue
reliance on forward-looking statements and use their independent judgment before taking any investment decision.

Investment in securities market is subject to market risks, read all the related documents carefully before investing. The securities quoted are for illustration
only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the intermediary or provide
any assurance of returns to investors.

Mirae Asset Sharekhan has been ranked as India’s No.1 Retail Broker by Asia money Brokers Poll 2023. For more details, visit bit.ly/AsiamoneyPoll
Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges on www.sharekhan.com

Most Important Terms and Conditions (MITC) for MASK research services can be viewed on Sharekhan website under
https://www.sharekhan.com/MediaGalary/Common/MITC Sharekhan.pdf

Registered Office: 1st Floor, Tower No. 3, Equinox Business Park, LBS Marg, Off BKC, Kurla (West), Mumbai 400 070, Maharashtra, India. Tel: 022-67502000.

Correspondence/Administrative Office Address: Gigaplex IT Park, Unit No 1001, 10th Floor, Building No. 9, TTC Industrial Area, Digha, Airoli-West,
Navi Mumbai - 400708. Tel: 022 61169000 / 61150000, Fax No. 61169699.

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited - (AMFI-registered Mutual Fund Distributor), Research Analyst Regn No.:
INH000006183. CIN: U99999MH1995PLC087498.

SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD) / MCX - Commodity: INZ000171337; BSE - 748, NSE - 10733, MCX - 56125, DP: NSDL/CDSL-IN-DP-365-2018; PMS:
INP000005786; Mutual Fund: ARN 20669 (date of initial registration: 03/07/2004, and valid till 02/07/2026); IRDAI Registered Corporate Agent (Composite)
License No. CA0950, valid till June 13, 2027.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-4657 3809; email id: complianceofficer@sharekhan.com
For any complaints/ grievances, email us at igc@sharekhan.com, or you may even call the Customer Service desk on 022-41523200 / 022-61151111.
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