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Consolidated Financials (In INR Mn)

Revenue off-target due to order delays whereas profitability in-line with estimates

- Tata Elxsi reported its Q3FY18 numbers which were below our estimates on the revenue
front whereas beat our estimate on the profitability front.

- The company reported revenues of INR 3,455 Mn, which was up 1% qoq and 11.7% yoy
but 2.4% below our estimate of INR 3,540 Mn.

- EBITDA was reported at INR 935 Mn, up 11.3% qoq and 26.5% yoy mainly due to a
reduction of 28.8% in Cost of Raw Materials and 3.9% reduction in SG&A expenses. EBITDA
margins were reported at a record 27.1% vis-a-vis 24.6% in Q2FY18 and 21.6% in Q3FY17
and 268 bps above our margin estimate of 24.4%

- PAT was 6.7% above our estimate of INR 588 Mn and was reported at INR 628 Mn
despite a 23.3% fall in other income. Company reported an EPS of INR 10.1.

IPs and services revolving around them to pave the way ahead

- As of Q3FY18, Falcon and Autonomai, Tata Elxsi’s flagship platforms, contribute 5% to
overall revenues. We believe that there is immense scope and potential for the company
to develop these platforms in terms of client engagements. Management has also
indicated that it plans to introduce new IPs and services around them

- Furthermore, newer application areas of the existing solutions can be a major trigger for
revenue growth

- Believe that new solutions in the Electric Vehicle space can be a huge growth driver

Key Concall Takeaways

(i) Margin expansion in the quarter was largely a result of change in onsite offshore mix
and not a a structural change, 25% should be a sustainable EBITDA margin (ii) Plan to
increase client engagements based on introduction of new IPs and services around them
(iii) Management plans to introduce Autonomai as a platform to new application areas
such as fleet transportation, consumer electronics and segments beyond automotive (iv)
Company is working on a couple of solutions for EV which should be commercially viable
by FY19E end (v) In Q3, Falcon was licensed by a large European vendor and expect higher
penetration in the forthcoming quarters

Valuation:
Stock is currently trading at 24.5x and 20.6x FY19E and FY20E EPS. We assign a HOLD
rating on the stock with a target price of INR 1,173.

Net Sales % Growth EBITDA Margin (%) PAT Margin (%) EPS PE (x) ROE (%) ROCE (%)
FY16 10752 26.6% 2471 23.0% 1548 14.4% 49.7 21.7x 43.6% 44.0%
FY17 12330 14.7% 2720 22.1% 1733 14.1% 55.7 19.4x 34.7% 35.5%
FY18E 13792 11.9% 3434 24.9% 2297 16.7% 36.9 29.3x 34.1% 35.9%
FY19E 15842 14.9% 3952 24.9% 2744 17.3% 441 24.5x 31.7% 34.3%
FY20E 18111 14.3% 4565 25.2% 3275 18.1% 52.6 20.6x 29.9% 32.4%

Page 1



Tata Elxsi Ltd

January 23, 2018

C‘D

DALAL & BROACHA
STOCK BROKING PYT. LTD.

Analyst: Mayank Babla (022) 67141442

Q3 FY18 Result Update@ Dalal&Broacha

Quarterly Result Analysis

-0~ Y-o-Y
YE March (Rs mn) FYQIBS FYQIZS ciqwaonng FY17 change Egt:?nl:av’:ess Deviatio

% % n %
Revenues ($) 53 53 0.4% 46 17.0% 55 (3.0%)
Revenues (INR) 3,455 3,422 1.0% 3,094 11.7% 3,540 (2.4%)
Cost of Raw Material 153 209 (26.6%) 152 11% 215 (28.8%)
Gross Profit 3,302 3,213 2.8% 2,942 12.2% 3,325 (0.7%)
Direct Costs 2,367 2,373 (0.2%) 2,203 7.4% 2,462 (3.9%)
EBITDA 935 840 11.3% 739 26.5% 863 8.3%
Depreciation & Amortisation 63 64 (2.5%) 69 (9.3%) 67 (5.8%)
EBIT 872 776 12.4% 670 30.2% 796 9.5%
Other Income, net 68 89 -8 92
PreTax Income 940 864 8.8% 662 42.0% 888 5.9%
Adjusted Pretax Income 940 864 8.8% 662 42.0% 888
Tax 313 251 24.4% 224 39.4% 300
Share of Minority Interest
Net Profit 628 613 2.4% 438 43.3% 588 6.7%
Adjusted Net Profit 628 613 2.4% 438 43.3% 588 6.7%
Diluted EPS (Rs) 10.1 9.2 9.7% 14.1 9.4
Adjusted Diluted EPS 10.1 9.2 9.7% 14.1 9.4 6.7%
No.of Shares (mn) - Diluted 62 62 31 62

. . han han

Margin Analysis (%) fnzgse fnigse
Gross Profit Margin (%) 95.6% 93.9% 167 95.1% 46 93.9% 164
Operating Profit Margin (%) 25.2% 22.7% 257 21.6% 360 22.5% 274
EBITDA Margin (%) 27.1% 24.6% 250 23.9% 317 24.4% 268
Net Profit Margin (%) 18.2% 17.9% 24 14.2% 401 16.6% 155
Adjusted NPM (%) 18.2% 17.9% 24 14.2% 401 16.6% 155
Effective Tax rate (%) 33.2% 29.1% 417 33.9% (61) 33.8% (55)

Source: Company, Dalal & Broacha Research
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Profit & Loss A/c

YE March (Rs. mn) FY16 FY17 FY18E FY19E FY20E
Total Revenue 10752 12330 13792 15842 18111
Less:
Cost of Sales 700 747 717 828 946
Personnel Expenses 5765 6693 7528 8633 9823
Admin and Selling Expenses 1817 2169 2113 2429 2777
Total Operating Expenditure 8281 9610 10359 11889 13546
EBIDTA 2471 2720 3434 3952 4565
Less: Depreciation 226 269 259 317 362
EBIT 2245 2451 3174 3635 4202
Non-operating Income 119 164 309 475 543
Profit Before tax 2363 2615 3483 4111 4746
Tax 815 882 1186 1366 1471
Net Profit 1548 1733 2297 2744 3275
Adjusted Profit 1548 1733 2297 2744 3275
Cash Flow Statement
YE March FY16 FY17 FY18E FY19E FY20E
PAT 1,548 1,733 2,297 2,744 3,275
Less: Non Operating Income -119 -164 -309 -475 -543
Add: Depreciation 226 269 259 317 362
Tax Adjustment
Operating Profit before Working Capital Changes 1,656 1,838 2,247 2,586 3,093
(Inc)/Decin Current Assets -766 -428 =271 -507 -561
Inc/(Dec) in Current Liabilities 245 -591 179 229 230
Changes in Working Capital -518 -1,019 -92 -278 -330
Net Cash Generated From Operations 1,100 1,247 2,155 2,308 2,763
Cash Flow from Investing Activities
(Inc)/Decin Fixed Assets -243 -230 -350 -350 -350
(Inc)/Decin Investment (Strategic) 3 -12 -30 -30 -30
Add: Non Operating Income Income 119 164 309 475 543
Net Cash Flow from/(used in) Investing Activities -250 -22 -102 65 133
Cash Flow from Financing Activities
Inc/(Dec) in Total Loans 75 9 60 38 22
Dividend Paid 343 454 602 719 858
Net Cash Flow from Financing Activities -353 -534 -541 -681 -836
Net Inc/(Dec) in cash equivalents 497 691 1,512 1,693 2,061
Opening Balance 1,328 1,825 2,515 4,027 5,720
Closing Balance Cash and Cash Equivalents 1,825 2,515 4,027 5,720 7,781
Free Cash Flow Statement
YE March FY16 FY17 FY18E FY19E FY20E
EBITDA 2,471 2,720 3,434 3,952 4,565
Add: Depreciation Tax Shield 78 91 88 105 112
Working Capital Changes -518 -1,019 -92 -278 -330
Less:Incin FCInvestment -243 -230 -350 -350 -350
Taxes Paid -824 -902 -1,186 -1,366 -1,471
Total Free Cash Flows 963 661 1894 2064 2525
Valuation Ratios
YE March (Rs. mn) FY16 FY17 FY18E FY19E FY20E
P/E (x) 21.7x 19.4x 29.3x 24.5x 20.6x
P/BV (x) 8.7x 6.0x 9.2x 7.2x 5.7x
EV/EBIDTA (x) 14.3x 12.8x 20.0x 17.0x 14.2x
EV/Sales 3.0x 2.5x 4.6x 3.9x 3.3x
Market Cap./ Sales (x) 3.1x 2.7x 4.9x 4.2x 3.7x
Dividend Yield (%) 1.0% 1.3% 0.9% 1.1% 1.3%

Balance Sheet

YE March( Rs. mn) FY16 FY17 FY18E FY19E FY20E
Liabilities
Equity Capital 311 311 623 623 623
Reserves & Surplus 3546 5278 6662 8688 11105
Equity 3857 5590 7285 9311 11727
Net Worth 3857 5590 7285 9311 11727
Total Loans 182 191 251 290 312
Capital Employed 4039 5781 7536 9600 12039
Assets
Gross Block 1854 2083 2433 2783 3133
Less: Depreciation 977 1160 1419 1736 2098
Net Block 877 923 1014 1047 1035
Capital WIP 19 10 40 70 100
Investments 358 370 400 430 460
Intangible Assets 193 155 155 155 155
Others - A 13 32 32 32 32
Current Assets
Sundry Debtors 2152 2448 2645 3038 3473
Cash and Bank Balance 1825 2515 4027 5720 7781
Loans and Advances 228 198 213 245 279
Other Current Assets 333 495 554 636 727
Total Current Assets 4538 5656 7440 9639 12261
Less:Current Liabilities & Provisions
Sundry Creditors 765 752 823 945 1076
Provisions 707 164 237 273 294
Other Current Liabilities 485 450 485 557 634
Total Current Liabilities & Provisions 1957 1366 1545 1775 2005
Miscellaneous Assets
Capital Applied 4039 5781 7535 9599 12038
Key Ratios
YE March (Rs. mn) FY16 FY17 FY18E FY19E FY20E
Key Operating Ratios
EBITDA Margin (%) 20.9% 19.9% 23.0% 22.9% 23.2%
Tax/ PBT (%) 34.5% 33.7% 34.1% 33.2% 31.0%
Net Profit Margin (%) 14.4% 14.1% 16.7% 17.3% 18.1%
RoE (%) 43.6% 34.7% 34.1% 31.7% 29.9%
RoCE (%) 44.0% 35.5% 35.9% 34.3% 32.4%
Current Ratio (x) 2.3x 4.1x 4.8x 5.4x 6.1x
Dividend Payout (%) 26.5% 31.3% 26.2% 26.2% 26.2%
Book Value Per Share (Rs.) 123.9 179.5 117.0 149.5 188.3
Growth Indicators %
Growth in Gross Block (%) 15.1% 12.4% 16.8% 14.4% 12.6%
Sales Growth (%) 26.6% 14.7% 11.9% 14.9% 14.3%
EBITDA Growth (%) 47.8% 9.2% 29.5% 14.5% 15.6%
Net Profit Growth (%) 50.4% 11.9% 32.5% 19.5% 19.3%
Diluted EPS Growth (%) 50.4% 11.9% -33.7% 19.5% 19.3%
Turnover Ratios
Debtors (Days of netsales) 73 72 70 70 70
Creditors (Days of Raw Materials) 34 29 29 29 29
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Disclaimer

Dalal&Broacha Stock Broking Pvt Ltd, hereinafter referred to as D& B (CIN_U67120MH1997PTC111186) was established in 1997 and is an
integrated financial services player offering an extensive range of financial solutions and services to a wide spectrum of customers with varied
needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE). D&B along with
its affiliates offers the most comprehensive avenues for investments and is engaged in the securities businesses including stock broking
(Institutional and retail), depository participant, portfolio management and services rendered in connection with distribution of primary market
issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI (Research Analysts) Regulations,
2014.

D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is
registered in any time in the past. It has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its
certificate of registration been cancelled by SEBI at any point of time.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor
penalty on D&B for certain operational deviations in routine course of business.

D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report
accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her
compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference
to the subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.
D&B or its associates do not have any material conflict of interest in the subject company.
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities of No
the subject company at the end of the month immediately preceding the date of publication of Research

Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past twelve No
months

Whether the Research Analyst has managed or co-managed public offering of securities for the subject No
company in the past twelve months

Whether the Research Analyst has received any compensation for investment banking or merchant banking No
or brokerage services from the subject company in the past twelve months

Whether the Research Analyst has received any compensation for products or services other than No
investment banking or merchant banking or brokerage services from the subject company in the past twelve

months

Whether the Research Analyst has received any compensation or other benefits from the subject company No
or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Our
salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions
that may be inconsistent with the recommendations expressed herein.
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In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest including but not limited to those stated herein. Additionally, other important information regarding our relationships with the company or
companies that are the subject of this material is provided herein. This report is not directed to, 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 or regulation or which would subject D&B or its group companies to any registration or licensing requirement
within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any
financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be
construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in
United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to D&B. None of the material, nor
its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written
permission of D&B . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of D&B or its Group
Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please
ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange
Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be
reliable, although its accuracy and completeness cannot be guaranteed.

Contact Email ID Contact No. Sector

Mr. Kunal Bhatia kunal.bhatia@dalal-broacha.com 022 67141442 Auto, Auto Ancillary, FMCG

Ms.CharulataGaidhani charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma /Healthcare

Mr. AvinashKumar avinash.kumar@dalal-broacha.com 022 67141441 Capital Goods
abhilasha.satale@dalal-broacha.com

Ms. Abhilasha Satale 022 67141439 Mid Cap

Mr. Mayank Babla mayank.babla@dalal-broacha.com 022 67141412 IT/Media/Telecom

Ms. Richa.Singh richa.singh@dalal-broacha.com 022 67141444 Analyst

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021

Tel: 91-22- 2282 2992, 2287 6173, (D) 6630 8667 Fax: 91-22-2287 0092
E-mail: research@dalalbroachaindia.com, equity.research@dalal-broacha.com
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