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Q1FY24 Result Highlights Important Statistics
> Management confident of +20% C/C revenue growth for FY24 — L&T M.CAP (% bn) 3430.6
Technology Services Ltd (LTTS) reported Q1FY24 revenue de-growth of 2.9% 52 Week H/L () 4,317/3,135
QoQ but grew 9.1% YoY (down 2.9% QoQ in C/C terms) to US$ 280mn as the NSE Code LTTS
revenue was impacted by double-digit decline in Telecom & Hi-tech vertical BSE Code 540115

(down 12.8% QoQ in US$ terms).In organic terms, revenue was up 0.6% QoQ

and 12.6% YoY to US$ 256.7mn. On QoQ/YoY basis, the growth was up Shareholding Pattern Jun’'23 (%)
0.6%/7.5% in C/C terms. EBIT margin was at 17.2%, down 68/20 bps QoQ/YoY; Promoters 73.8
the margin was aided by investment in large deals, lower subcontracting costs DIIs 10.6
and legal expenses. Headcount was up 1.4% on a sequential basis at 23,392. FIIs 5.3
Attrition moderated by 330 bps QoQ to 18.9%; expect attrition to moderate in Public & Others 10.3
the near term. On client metrics, there was a QoQ addition of two clients in the
USD 30 mn+ bucket and one client in the USD 20 mn+ bucket. Off-shoring FINANCIALS
improved 230 bps QoQ at 59.3% aided by SWC acquisition. Demand trends (¥ mn) i
continue to remain strong in transportation while delays in decision-making | Particulars FY20 FY21 FY22
impacted deal closure in other verticals. The company won US$ 50mn+ deal from  Revenue 56,192 54,497 65,697 g
a global technology company to enable new opportunities for the digital video EgpIT 9,276 7,891 12,005
platform and another US$ 15 mn+ deal over three years from aerospace &  EBITMargin (%) 198 145 18.3 r.
defence OEMs, to whom LTTS will offer engineering services for avionics, Net Profit 8,186 6,634 9,606 Q
including simulation. The company remains confident of strong growth for the EPS (}) 77.9 63.1 91.1 Z
rest of the year and maintained its FY24 revenue growth guidance of+ 20% plus DPS }) 21.0 22.0 35.0 =5
in C/C terms, enabled by the acquisition of SWC. RoE (%) 32.2 21.2 25.0 ©)
ROCE (%) 422 16.2 20.3 c
The demand in the transportation sector continues to show robust p/ (x) 150.2 64.2 44.5 $
trends as perthe management — On like-to-like basis, revenue was impacted  p/By (x) 15.4 12.3 10.3 .
by double-digit decline in telecom & hi-tech vertical (down 12.8% QoQ in USD  EV/EBITDA (x) 39.2 43.1 30.4 >
terms). The transportation vertical was up 3.9% QoQ in US$ terms followed by
medical devices, up 0.8% QoQ and industrial products were up 0.4%. Within P FY23 FY24E FY25E g
transportation, grovyth was broad_—based acro_ss auto trucks & off highway aqd Revenue 80,136 97,032 109,235 =
aero. Demand continues to remain strong driven by EV and connected cars in EBIT 14,792 16,112 19,408 %
auto, electrification in trucks & off highway and avionics in aerospace. Won 6 EBIT Margin (%, 18.5 16.6 17.8 <
large deals. The company has won USD +10 mn deals in this vertical and overall et Profit 11,698 13,132 15,174 )
expects the growth momentum to continue given a good deal pipeline across  Eps (%) 110.9 124.5 143.8 -
sub-segments. Within plant & engineering, growth during the quarter was DPS (%) 45.0 55.0 65.0 8
impacted by delays in decision-making and a slowdown in ongoing projects. Deal  RoE (%) 25.6 24.3 25.3 ()
wins during the previous quarters give confidence on good growth visibility for  RoCE (%) 28.9 29.2 30.5 pr
Q2FY24 across all the three sub-segments - O&G, FMCG, and Chemicals. Medical  P/E (X) 36.6 32.6 28.2 2'
devices vertical to be soft in near term. Weakness in Semiconductor likely to ~ P/BV (x) 8.6 7.6 6.5 )
EV/EBITDA (x) 25.2 20.5 17.7

persist in near to medium tern, however, mgmt. sees Al chip development spend
to materialize in another 1-2 quarters. The weakness in semiconductor will be
offset by growth in segments like Plant engg. Among geographies, on like-to-like
basis, India was down 19.7% QoQ, while North America and Europe were up
3.2% and 2.8% QoQ in USD terms, respectively.

Source: Company, Way2Wealth
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EBIT margin guidance of 17% for FY24 on consolidated basis including 103 IAu“k ey ll ) m Ir.l.Ju.nAl
SWC. Increments to happen in Q2FY24, the impact on margin are expected to be ¢ '\l ‘v\’f-r““w‘ ,}w Pl L MU A
absorbed by operational leverage. Combined DSO at 117 days. Combined DSO '.

estimated to be 115-125 days in FY24. DSO to decrease as SWC revenue moves % I YA g Y S YL QL8 QL
international, away from government work in India. Synergy program in place 3 §’ g,% 8 é § § § g :% g _§,
with three focus areas a) internationalization of revenue, b) EBIT improvement, F2e2e 22 dd e 2
and c) DSO improvement. —TTS CNX NIFTY

Source: Company, Way2Wealth
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L&T Technology Services (LTTS) reported muted Q1FY24 growth as most verticals,
except transportation, were impacted by delays in decision-making, while margins
were better than expected at 17.2%. In constant currency (C/C) terms organic
revenue was up 0.6%QoQ and 12.6% YoY. Deal wins were strong with USD 50 mn+ in
telecom and hi-tech, and additionally five deals with TCV of more than US$ 10 mn
each. The demand in the transportation sector continues to show robust trends,
resulting in a~4% increase QoQ. However, growth in other industries was slower due
to delays in decision-making, which affected deal completion. Despite the muted
Q1FY24 results, the company remains confident of strong growth for the rest of the
year and maintained its FY24 revenue growth guidance of +20% in C/C terms.
Management also reiterated +10% organic growth for FY24 which looks achievable. In
addition, the company continues to focus on its aspiration to reach US$ 1.5bn in
revenue by FY25. Global sourcing growth has outperformed growth in ER&D spends
over the past decade. We are likely to witness continued increase in offshoring by
clients despite return to normalcy. Service providers have benefitted from increased
sourcing activity in offshore by enhancing capabilities in digital engineering skills and
effective delivery despite pandemic-led disruptions. Among pure-play Indian ER&D
services players, LTTS has the lowest share of revenue from onsite delivery at 41%.
Increased offshore mix would aid margins reverting to 18% levels by 1HFY26 post
impact from the SWC acquisition. Risks to business exist from the discretionary nature
of the ER&D business and slowdown in developed markets. Hence, we continue to
maintain our ACCUMULATE stance based on LTTS diversified vertical
presence, profitable growth focus and steady execution. The stock is trading
at P/E 28.3x FY25E EPS 3143.8.
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Vertical-Mix Revenues (%)

Q1 Q2 Q@ Q4 Q1 Q2 Q@ Q4 Q1 Q2 Q@ Q4 Q1 Q2 QB Q4 1

Verticals FY20 FY20 FY20 FY20 FY21i FY21i FY21i FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23 FY24
Transportation 349 350 358 357 315 315 304 312 312 314 318 333 309 345 359 206 32.7
Industrial Products 196 194 192 194 194 195 193 189 195 200 195 188 178 189 19.0 17.0 17.6
Telecom & Hi-tech 22 206 184 187 224 214 229 221 220 211 214 210 256 194 188 284 255
Plant &Process 153 162 172 16 138 144 147 155 155 153 154 154 150 163 155 141 13.9
Industry

Medical Devices 80 88 94 103 128 132 127 123 117 122 119 115 107 109 107 99 103

Source: Company, Way2Wealth

Geography-wise Break up (%)

Q1 Q2 Q@3 Q@4 Q1 Q2 @ Q4 Q1 Q@ @ Q4 Q1 Q@2 @ 4 @
FY20 FY20 FY20 FY20 FY21 FY21 FY21 FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23 FY24

North America 60.9 61.7 612 61.2 612 600 612 615 623 629 625 623 587 634 627 53.2 56.5

Region

Europe 156 144 141 167 160 160 16.1 16.7 168 16.7 165 16.1 154 159 16.1 145 154
India 128 13.1 132 128 13.0 136 139 13.1 129 13.0 13.7 145 19.0 128 13.6 25.0 20.7
Rest of the

World 10.7 107 114 9.2 9.8 104 8.8 8.8 8.0 7.4 7.4 7.0 6.9 7.9 7.6 7.3 7.4

Source: Company, Way2Wealth

Client Composition (%)
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

Clients FY20 FY20 FY20 FY20 FY21 FY21 FY21 FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23 FY24
Top 5 247 229 211 192 178 170 163 161 164 170 173 172 185 164 160 146 147
Top 10 36.7 357 339 31.8 297 283 273 269 274 282 285 283 288 269 266 256 259
Top 20 525 513 498 485 468 449 440 438 439 441 438 435 434 424 421 408 414
B

zgyond top 475 487 502 515 532 551 560 562 561 559 562 565 56.6 57.6 579 592 58.6

Source: Company, Way2Wealth

QL Q@2 Q@ Q@4 Q1 Q@2 Q@€ Q4 Q1 Q@2 Q@€ Q4 Q1 Q@ Q@& Q4 Q1

LG FY20 FY20 FY20 FY20 FY21 FY21 FY21 FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23 FY24

Number of Active 258 258 265 270 270 283 296 306 305 314 318 324 350 343 343 356 357
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Clients
More than 50m USD 1 1 - - - - - - - - - - - _ _
More than 30 mn
5 3 3 2 1 1 1 - - 1 2 2 3 3 2 1 3
uSD
More than 2
ore than 20 mn 5 5 7 8 4 5 4 3 5 6 6 6 8 8 8 11 12
uSD
B"g;ethan 10/mn 17 17 20 21 22 20 18 20 20 21 22 22 27 24 25 28 32

More than 5 mn USD 44 44 43 43 43 44 41 39 43 45 44 48 56 49 50 57 56
More than 1 mn USD 110 110 107 113 113 116 118 122 122 125 126 236 153 150 158 178 181

Source: Company, Way2Wealth
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Revenue by Q1L Q2 Q3 Q4 QL Q Q3 Q4 QL Q2 Q3 Q4 QL Q Q3 Q4 Qi
Project Type (%) FY20 FY20 FY20 FY20 FY21 FY21 FY21 FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23 FY24
Fixed Price 424 418 427 386 385 397 385 365 338 300 290 286 31.8 270 286 373 35.6
Time and Material 576 582 573 614 615 603 615 639 662 700 71.0 714 682 73.0 714 627 644
Contract

Revenue Mix (%)

Onsite 443 438 44 471 483 451 429 421 419 408 413 454 438 409 43 380 40.7
Offshore 557 562 56 529 517 549 571 579 581 592 587 546 562 591 57 620 593

Utilization (%)

. R . 796 778 79.2 781 709 754 775 789 79.2 781 759 751 NA NA NA NA NA
|nclud|ng Trainees

Source: Company, Way2Wealth

Employee Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1
Statistics FY20 FY20 FY20 FY20 FY21 FY21 FY21 FY21 FY22 FY22 FY22 FY22 FY23 FY23 FY23 FY23 FY24

-Il-lc;;a(;count 15,913 16,789 16,787 16,883 16,641 15,902 16,069 16,452 16,972 17,983 20,118 20,861 22,131 21,474 21,649 23,074 23,392
Billable 14,755 15,614 15,604 15,667 15481 14,778 14,975 15,335 15,896 16,875 18,975 19,534 20,642 20,189 20,346 21,573 21,933
23::08& 1,158 1,175 1,183 1,216 1,160 1,124 1,094 1,117 1,076 1,108 1,143 1,327 1,489 1,285 1,303 1,501 1,459
Voluntary

Attrition%(L 158 134 139 138 114 108 107 122 145 165 175 204 232 241 233 222 189
TM)

Net Addition 773 876 -2 96 -242  -739 167 383 520 1,011 2,135 743 1,270  -657 175 1,425 318

Source: Company, Way2Wealth

Q1FY24Performance

(Zmn)
Particulars Q1FY24 Q1FY23 YoY (%) Q4FY23 Q0Q (%) FY23 FY22 YoY (%)
Revenue (US$ mn) 280.0 256.7 9.1 288.4 (2.9) 990.0 880.0 12.5
Revenue 23,014 20,062 14.7 23,706 (2.9) 80,136 65,697 22.0
EBIT 3,954 3,486 13.4 4,234 (6.6) 14,792 12,005 23.2
EBIT Margin (%) 172 174 (20) 179 (68) 185 18.3 19
Net profit 3,111 2,754 13.0 3,401 (8.5) 11,698 9,606 21.8
EPS () 29.5 26.1 13.0 32.2 (8.5) 110.9 91.1 21.8

Source: Company, Way2Wealth

2
L.
Q
=
H
-
o
c
(7]
(1)
1

>
o
=
)
=
<
1)
ﬂ
(%)
O
)
0
.
<
)

Way2Wealth Way2Wealth Brokers Pvt. Ltd. (CIN uU67120KA2000PTC027628) SEBI Rgn. No. :INH200008705.

Research Registered Office: Rukmini Towers, 3*& 4% Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,
Website: www.way2wealth.com Email: research@way2wealth.comWay2wealth Research is also available on Bloomberg WTWL<GO>



mailto:research@way2wealth.com
https://www.way2wealth.com/

W WAY2WEALTH Sector - IT Services
Research Desk <mml _

L&T Technology Services Ltd. (LTTS)
°

20t July 2023 CMP —34,074.8/- View — ACCUMULATE

FINANCIALS & VALUATIONS

(¥ mn)

Revenue 50,783 56,192 54,497 65,697 80,136 97,032 109,235
EBIT 8,803 9,276 7,891 12,005 14,792 16,112 19,408
EBIT Margin (%) 159 19.8 14.5 18.3 185 16.6 17.8
Net Profit 7,684 2,836 6,634 9,606 11,698 13,132 15,174
EPS (%) 73.1 27.0 63.1 91.1 110.9 124.5 143.8
DPS (%) 21.0 21.0 22.0 35.0 45.0 55.0 65.0
ROE (%) 34.8 32.2 21.2 25.0 25.6 24.3 25.3
RoCE (%) 45.2 42.2 16.2 20.3 28.9 29.2 30.5
P/E (x) 55.7 151.0 64.6 44.8 36.7 32.7 28.3
P/BV (x) 17.3 15.5 12.3 10.3 8.7 7.7 6.6
EV/EBITDA (x) 43.9 39.4 433 30.6 25.3 20.7 17.7
Cash Balances 2,051 2,440 2,327 6,742 6,899 9,639 11,133
FCFF 6,492 4,141 11,917 8,610 11,296 10,813 13,572

Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this research report
accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified that no part of the compensation of
the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The analyst(s), principally
responsible for the preparation of this research report, receives compensation based on overall revenues of the company (Way2Wealth Brokers Private Limited,
hereinafter referred to as Way2Wealth) and has taken reasonable care to achieve and maintain independence and objectivity in making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the report in the
preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings from other business. Neither
Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Way2Wealth
is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, or to engage in or
refrain from engaging in any such transaction. The contents of this material are general and are neither comprehensive nor appropriate for every individual and
are solely for the informational purposes of the readers. This material does not take into account the specific objectives, financial situation or needs of an
individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or distributed or
redistributed to any other person in any form. If you are not the intended recipient, you must not use or disclose the information in this research in any way.
Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Way2Wealth will not treat recipients as
customers by virtue of their receiving this report. The distribution of this document in other jurisdictions may be restricted by the law applicable in the relevant
jurisdictions and persons into whose possession this document comes should inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it is accurate,
complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no warranties, either express or implied
of any kind regarding any matter pertaining to this report, including, but not limited to warranties of suitability, fitness for a particular purpose, accuracy,
timeliness, completeness or non-infringement. We accept no obligation to correct or update the information or opinions in it. Way2Wealth or any of its affiliates
or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in
this report. The recipients of this report should rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including,
but not limited to, indirect, special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the
possibility of such damages.
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This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are subject to significant
risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These uncertainties include but are not limited to: the
risk of adverse movements or volatility in the securities markets or in interest or foreign exchange rates or indices; adverse impact from an economic slowdown;
downturn in domestic or foreign securities and trading conditions or markets; increased competition; unfavorable political and diplomatic developments; change
in the governmental or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or
sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any
means or redistributed without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons involved in the
preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the securities related to the
information contained in this report.

To enhance transparency, Way2Wealth has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as
endorsement of the views expressed in the report.

Disclosure of Interest Statement L&T Technology Services Ltd. (LTTS) as on 20 July 2023
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Name of the Security L&T Technology Services Ltd. (LTTS)
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information NIL

contained

Financial Interest

Analyst : No

Analyst’s Relative : Yes / No Yes (5 shares)
Date of Buying 18t June 2020
Analyst’s Associate/Firm : Yes/No No

Conflict of Interest No

Receipt of Compensation No

Way2Wealth ownership of any stock related to the information NIL

contained

Broking relationship with company covered NIL

Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from making
modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and transparent
recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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