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Target Rs. 2912

Q4FY21 Result Update:

Financial highlights:

LTTS has posted three consecutive quarters of strong deal wins and sequential revenue and operating
margin improvement. It was able to achieve revenue of 14,405 million for the quarter, showing
growth of 2.8% QoQ and decline of 0.4% YoY. LTTS reported 3.8% QoQ in constant currency (CC) terms
growth in 4QFY21. EBITDA margins came at 20.35% showing a jump of 140bps QoQ. It improved
benefiting from better utilization and offshore mix. Segments like Plant enginnering supported the
revenue growth (up 9.9%) followed by Transportation segment (up 6.5%) on QoQ basis while Telecom
and medical devices segment showed flat growth. Also the annual free cash flow generation came at
X1,252 crores which was at a record high.

Healthy pipeline build up:

LTTS closed several multi-million dollar projects from global customers across various verticals. It won 6
deals with TCV of USD10 million plus during Q4FY21. They are seeing healthy deal win closures and
pipeline build up as customers look for innovation and digital led transformation to strengthen their
market positioning. Deal win includes 2 USD25 million plus deals which will augur growth. Across all
their five segments, they are investing in disruptive technologies and design labs to further the growth.

Management guidance:

They have guided 13-15%-dollar revenue growth in FY22. We think its conservative due to uncertainty
on supply side issues because of second wave of Covid. They have also mentioned their increasing
spends and focus across all verticals with more quick decision making compared to previous quarters.
Robust deal wins and plans to increase employee headcount should augur well and support the
revenue’s both onsite and offshore in the comings quarters.

We remain optimistic on LTTS, India’s leading pure-play engineering services company for posting consecutive
quarters of strong deal wins and sequential revenue and operating margin improvement with revenue back on a
positive track year-over-year growth path. Management is confident to continue to execute better deals in an
environment made difficult by Covid uncertainties. The company continues to maintain a healthy financial risk
profile and robust liquidity with parental support fromL&T, which is expected to continue over the long term. LTTS
niche presence in value-added segments and focus on emerging areas such as medical devices, process
engineering, and industrial automation will aid sustained healthy growth in revenue in FY22-23E and operating
profitability of about 18-20% over the medium term. We are bullish on improved industry IT spends when
compared to the previous 4-5 years which the company has been able to expand the revenue share from existing
clients and maintain steady acquisition of new clients. Similar growth and profitability are also expected to be
maintained over the medium term and continue to benefit from the strong managerial and operational support
from its parent L&T brand. Hence we recommend investors to “HOLD” on with a revised Target Rs 2912.

About the Company:

L&T Technology Services Limited (LTTS) is a Hyderabad based technology company focused on Engineering
and R&D (ER&D) services. It offer’s consultancy, design, development and testing services across the product
and process development life cycle. Its customer base includes 69 Fortune 500 companies and 53 of the
world’s top ER&D companies, across industrial products, medical devices, transportation, telecom & hi-tech,
and the process industries. It provides services through 16,400 employees spread across 17 global design
centers, 28 global sales offices and 69 innovation labs as of March 31, 2021.

The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer to, buy or sell the securities or

commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they will not result in losses. Mehta Groups and/or its
representatives will not be liable for the recipients’ investment decision based on this report.
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QUARTERLY FINANCIAL OVERVIEW

Profit & Loss Statement (Rs Cr)

Particulars Q4FY21 | Q4FY20 YoY Q3FY21 QoQ FY21 FY20 YoY
Revenue from operations 1440 1446 -0.41% 1401 3% 5445 5619 -3%
Expenses

Employee benefit expenses 849 834 2% 856 -1% 3355 3252 3%
other expenses 298 344 -13% 344 -13% 1087 1257 -14%
Total expenses 1147 1178 -3% 1200 -4% 4442 4509 -1%
EBITDA 293 268 9% 201 46% 1003 1110 -10%
EBITDA % 20.35% | 18.53% 14.35% 18.42% 19.75%
depreciation 54 48 13% 48 13% 218 183 19%
other income 35 61 -43% 49 -29% 153 209 -27%
finance cost 12 9 33% 11 9% 45 36 25%
PBT 262 272 -4% 191 37% 893 1100 -19%
tax 66 66 64 231 278

PAT 196 206 -4.85% 127 54% 662 822 -19%
PAT % 13.61% | 14.25% 9.06% 12.16% 14.63%

EPS 18.54 19.61 17.75 63.32 78.56

TECHNICAL TREND
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Disclosures: The following Disclosures are being made in compliance with the (herein after referred to as the Regulations). Mehta Equities Ltd. (MEL) is a SEBI
Registered Research Analyst having registration no. INHO00000552. MEL, the Research firm as defined in the Regulations, is engaged in the business of providing Stock
broking services, Investment Advisory Services, Depository participant services & distribution of various financial products. MEL is registered with the Securities &
Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. (NSE) and BSE Limited (BSE), Multi Commodity Exchange
of India (MCX), National Commodity & Derivatives Exchange Ltd. (NCDEX) & ICEX for its stock broking activities & is Depository participant with Central Depository
Services Limited (CDSL) and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products. Neither MEL nor its associates or the
Research Analyst(s) named in this report or his/her relatives individually own 1% or more securities of the company(ies) covered under this report, at the relevant date
as specified in the SEBI (Research Analysts) Regulations, 2014 but MEL and/or its associates and/or Research Analyst may have actual/beneficial ownership of 1% or
more securities in the subject company at the end of the month immediately preceding the date of publication of the Research Report. MEL and its associate
company(ies), their directors and Research Analyst and their relatives may; from time to time, have a long or short position in, and buy or sell the securities or
derivatives thereof of companies mentioned herein. MEL and its associates have not received any compensation or other benefits from the Subject Company or third
party in connection with the research report. To enhance transparency, MEL 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. MEL and / or its affiliates do and seek to do business including investment banking with
companies covered in its research reports. As a result, the recipients of this report should be aware that MEL may have a potential conflict of interest that may affect
the objectivity of this report. Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Terms & Conditions: This report has been prepared by MEL and is meant for sole use by the recipient and not for circulation. The report and information contained
herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of MEL. The report is based on the facts, figures and information that are considered true, correct, reliable and
accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly available media or other sources believed to be reliable.
Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or
correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose only and clients has to
initiate decision to buy or sell or hold, considering their own risk before investing, MEL will not treat recipients as customers by virtue of their receiving this report.
MEL may 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.
This report is provided for information only and must not alone be taken as the basis for an investment decision.

Analyst Certification: The views expressed in this research report accurately reflect the personal views of the analyst(s) and investment committee(s) about the
subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations
and views expressed by research analyst(s) in this report. The research analyst fulfils all the qualification required as per SEBI Research Analyst Regulations 2014.

Disclosure of Interest Statement: Analyst ownership of the stock: No

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on
Fundamental research and Technical Research.

Msearch’s Recommendation (Absolute Performance)
Buy : > 20% within the next 12 Months
Accumulate : 5% to 20% within the next 12 Months
Sell : < -20% within the next 12 Months
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