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Strong sequentially for the fifth consecutive quarter: Persistent System (PSL)
reported revenue of $241.5Mn (up 11.1% QoQ/44.8%YoY in USD terms)
against our estimate of $235 Mn. Reported revenue of INR 18,781 up 14.7%
QoQ/ 52.7% YoY against our estimate of INR 18,737mn. The growth was led
by BFSI (up 19.2%Q0Q/67.3%Y0Y) ,Software, Hi-tech and Emerging Industries
( 13.4%QoQ/ 45.4% YoY) and Healthcare &Life science ( 10.4%QoQ/ 47.8%
YoY).

Expansion in margin front: EBIT margin was up 27bps QoQ/+77bpsYoY at
14.3% above our estimates of 13.5%. Despite various headwinds, including
continued supply side challenges, higher travel costs, higher amortization and
Visa cost which happens once in a year in the Q1 for the company. Healthy
revenue growth and currency with the key tailwinds that aided margins.

Robust order booking: The order booking for the Q1FY23, was at $394 mn in
Total Contract Value (TCV) and at $263 mn off with the new bookings ACV
contributed $239.8 mn.

Geography front-Europe Among major markets, North America led with
+78.4% QoQ; Continental Europe slightly below from Q1FY22 by +8.5%QoQ
and ROW in-line with Q1FY22 by +1.8%QoQ.

Strong Headcount: Added new employee of 3,039 including 545 from the
acquisition of media agility and total strength stood at 21,638 at the end of
Q1FY23 +45.2% YoY. This is the first quarter were Persistent employee count
has crossed 20k. .Out of the total net hiring the company added 1,950 fresh
graduates in line with the strategy to expand sources of talent, for a profitable
growth going forward. These fresh graduates are undergoing training in
various technology and business areas. And will be deployed over the next
three to six months.

Valuations

We believe, Persistent Systems has a resilient business structure from a long-
term perspective and multiple long-term contracts with the world’s leading
brands. Persistent continuously delivering strong sequential growth in fifth
consecutive quarters and we expect, it will deliver 34.6% YoY USD growth in
FY23E led by robust deal-wins across focus industry segments a healthy
pipeline, stable profitability, despite increasing amortization on account of
acquisitions. However, The company will continue its aggressive hiring of
employees, which will help in overcoming project delivery challenges going
ahead. Management’s priority will be to focus on growth while sustaining
margins. This coupled with the recent correction in prices prompt us to
upgrade the stock from Neutral to Hold with a revised target price of INR
3,910 per share (PE of 30x on FY24E EPS).

PI:I':SI‘:;“ ?J;’se'::)s NetSale  EBIT  PAT EPS(INR Margf:; ROE (% P(f( §
FY21 566 41,879 5,075 4,507 59.0 12.1% 16.1% 61.6
FY22 766 57,107 7,922 6,904  90.3 13.9% 20.5% 40.2)
FY23E 1031 76,269 10,868 9,145 114.3 14.3% 24.4% 31.8
FY24E 1152 85,222 12,528 10,426 130.3 14.7% 24.0% 27.9

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Q1FY23 - Quarterly Performance (Consolidated)

INR Mn (consolidated) Q1FY23 Q4FY22 Q1FY22 Q-0-Q Y-o0-Y
Revenue (Mn USD) 241.5 217.3 166.8 11.1% 44.8%
Net Revenue 18,781 16,379 12,299 14.7% 52.7%
Employee Cost 13,710 12,213 9,128 12.3% 50.2%
Other Expenses 1,739 1,354 1,156 28.4% 50.4%
EBITDA 3,333 2,812 2,015 18.5% 65.4%
EBITDA Margin % 17.7% 17.2% 17.0% 58bps 75bps
Depreciation 645 511 350 26.2% 22.0%
EBIT 2,688 2,300 1,665 16.8% 61.4%
EBIT Margin % 14.3% 14.0% 13.5% 27bps| 77bps
Other Income 210 421 388 -50.1% 5.1%
Finance Cost 79 49 23 59.9% 248.5%
Exceptional Item . . E .
PBT 2,819 2,672 2,031 5.5% 38.8%
Tax Expense 703 662 518 6.1% 40.5%
Effective Tax Rate % 24.9% 24.8% 25.5% 15bps| -59bps
PAT 2,116.12 2,009.9 1,512.5 5.39% 45.9%
MI & Associates . E E

Consolidated PAT 2,116.12 2,009.9 1,512.5 5.3% 39.9%
PAT Margin % 11.3% 12.3% 12.3% -100bps| -103bps|
EPS (INR) 28.50 26.30 19.79 8.4% 44.0%

Source: Arihant Research, Company Filings, Ace Equity, Bloomberg

Q1FY23 Conference call Highlights:
* Head Counts: It was another good quarter in terms of employee addition, The company expect to add another

1,350 fresh graduates in Q2 In this financial year as a part of fresher hiring program. utilization for the quarter
came in at 79.5% of 1.1% decline from 80.6% for Q4.

* Utilization: This utilization is excluding the freshers added during the quarter. Both fresher addition and
increased utilization over time will be key operational levers for the company to absorb the impact of wage hikes
in Q2 and other margin headwinds going forward, while giving the cushion to grow in the way the company
bookings.

* Segment: The segmental growth for the quarter, registering healthy growth, BFSI grew by 15.6% technology
companies segment grew at 10.1%.Some of the inorganic growth came in the segment, which is the technology
company segment. While healthcare grew by 6.7%.

* Offshore: In terms of nature of revenue Offshore linear revenue grew by 11.1% primarily on account of volume
growth of 9.3% while billing rate increased by 1.6%. On site linear revenue grew by 17.4% comprising of volume
growth of 17.2%.While billing rate increased by 0.2%.

* Margin: During the quarter, currency movement was favorable and had 90bps positive impact on margin. The
higher travel expenses included H1 the filing this quarter, which is a seasonal future. Persistent could collect
some of the receivables, which were provided for earlier losing some bps to the margin.

* Acquisition: During the quarter amortization was higher on account of the new acquisitions. During the quarter
the company provide Media agility while data glove was acquired in March, 22 does this quarter has the full
quarter impact of the data glove acquisition and about 2 months impact of media Agility acquisition. The
company spend INR 400 cr fund the acquisition over the last few quarters.

* Demand: Overall, the demand environment for the company stays very healthy. The company like to reiterate
that thus far the company has not seen any material delays to any client decision making and pipeline and deal
wins reflect the same.

* Deal wins: Starting with the Software, Hi-Tech & Emerging Industries, chosen by an as an engineering partner to
enhance the roadmap of a select a suite of products. For one of the leading European software companies. This is
an enterprise software company and the deal is a 7 year deal in excess of $50 mn and it is the largest single deal
by far for the company from the European continent. Persistent chosen by one of the largest technology
companies to provide mutual support in domain, such as net working performance high reliability device
deployment, directly services and user experience. On the BFSI in insurance side chosen by largest listed third
party administrator of insurance services to modernize its datacenter and provide cloud transformation and
infrastructure services.
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In terms of nature of
revenue Offshore linear
revenue grew by 11.1%
primarily on account of
volume growth of 9.3%
while billing rate
increased by 1.6%. Don
site linear revenue grew
by 17.4% comprising of
volume growth of 17.2%.

Billing rate increased by
0.2%.Now to give you a
little more color on the

movement of customer
segments.

DSO came in at 60 days
as against 59 days in the
previous quarter marginal
increase in DSO was due
to certain collections
spilling over to the first
week of July.

nt Capital Markets Ltd

Business Offerings Revenue Mix Q1-FY22) Q2-FY22 Q3-FY22 Q4-FY22 Q1-FY23
Services 86.90% 87.50% 86.70% 91.10% 93.00%
IP Led 13.10% 12.50% 13.30% 8.90%| 7.00%|
Total 100% 100% 100% 100% 100%
Segment Revenue Mix Q1-FY22 Q2-FY22] Q3-FY22] Q4-FY22) Q1-FY23
BFSI 30.8% 30.70% 32.20% 32.40% 33.70%
Healthcare & Life Sciences 20.5% 21.20% 20.70% 20.70% 19.90%
Software, Hi -Tech & Emerging Industries 48.7% 48.10% 47.10% 46.90%| 46.40%
Total 100.00% 100.00% 100.00% 100% 100%
iGeography Revenue Mix Q1-FY22 Q2-FY22 Q3-FY22 Q4-FY22 Qi-FY23
North America 78.9% 78.7% 79.20% 78.60% 78.40%
Europe 9.5% 8.8% 8.30% 8.40% 8.50%
India 9.8% 10.5% 10.90% 11% 11%
ROW 1.8% 2.0% 1.60% 2.00% 1.80%
Total 100.0% 100.0% 100.0% 100.0% 100.0%
Client Contribution Q1-FY22 Q2-FY22] Q3-FY22] Q4-FY22) Q1-FY23
Top 1 17.0% 16.9% 17.5% 14.0% 11.7%
Top 5 36.5% 35.8% 36.1% 32.5% 30.8%
Top 10 46.7% 45.4% 45.0% 42.1% 40.7%
Top 20 56.7% 55.3% 54.1%| 52.1% 51.2%
Revenue by Delivery Centers Q1-FY22 Q2-FY22 Q3-FY22 Q4-FY22 Ql1-FY23
Global Development Centers 31.4% 30.4% 31.4% 34.5% 36.5%
India 55.5% 57.1% 55.3% 56.6% 56.5%
IP Led 13.1% 12.5% 13.3% 8.9% 7.0%
Client Billed Q1-FY22 Q2-FY22] Q3-FY22] Q4-FY22] Q1-FY23
Services 568 596 625 678 735
IP Led 132 130 122 125 129
Client Engagement Size Q1-FY22 Q2-FY22] Q3-FY22] Q4-FY22] Q1-FY23
S30M+ 2 2 2 2 3
520M — $30M 2 2 2 2 1
$10M — $20M 5 5 6 6 7
S5M — $10M 12 13 14 15 15
S1M —$5M 76 84 90 93 104
People Numbers Q1-FY22 Q2-FY22 Q3-FY22] Q4-FY22] Q1-FY23
Technical 13833 14657 15721 17283 20144
Sales and Business Development 308 296 294 317 367
Others 763 926 974 999 1127
Total 14904 15879 16989 18599 21638
Linear Revenue Per Billed PM* Q1-FY22 Q2-FY22] Q3-FY22] Q4-FY22) Q1-FY23
Global Delivery Centers 17004 16544 16043 16383 16423
India 4286 4307 4252 4317 4387
Attrition Rate Q1-FY22 Q2-FY22 Q3-FY22] Q4-FY22] Q1-FY23
TTM Basis 16.6% 23.6% 26.90% 26.60% 24.80%
IP Led Q1-FY22 Q2-FY22 Q3-FY22] Q4-FY22] Q1-FY23
IP Led Person Months 3918 4000 3911 3225 3278
DSO Q1-FY22 Q2-FY22] Q3-FY22] Q4-FY22] Q1-FY23
Days 54 55 58 59 60
Efforts and Utilization Mix — Linear Q1-FY22 Q2-FY22 Q3-FY22] Q4-FY22] Q1-FY23
Billable Person Months 30807 33212 35938 41026 45900
Global Delivery Centers 3480 3840 4519 5260 6336
India 27327 29372 31419 35766 39564
Billed Person Months 24676 27503 29819 33050 36487
Global Delivery Centers 3080 3354 3891 4578 5364
India 21594 24149 25928 28472 31123
Linear Utilization Q1-FY22 Q2-FY22] Q3-FY22 Q4-FY22 Ql1-FY23
Blended 80.1% 82.8% 83.0% 80.6% 79.5%
Global Delivery Centers 88.5% 87.3% 86.1% 87.0% 84.6%
India 79.0% 82.2% 82.5% 79.6% 78.7%
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Exhibit 1:robust growth comes on the back of four successive quarters
of 9% plus sequential growth, most of which was organic
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Exhibit 2: Delivered consistent growth in margins Despite various
headwinds, including continued supply side challenges, higher travel costs,
higher amortization and Visa cost which happens once in a year in the Q1.
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Exhibit 3: Leading to lower client concentration, broad-based growth and for the
quarter gone by customer count in greater than $30 million bucket cross to, three
from two the last quarter.

Top 10 clients as % of total revenue
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Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Key Financials

Income Statement Balance Sheet
Income Statement (INR Balance Sheet (INR Mn) FY21 FY22 FY23E FY24E
n) FY22 FY23E FY24E Sources of Funds
Share Capital 764 764 764 764
R us 566 766 1031 1152
evenues (US5 mn) Reserves & Surplus 27,19 32,91 36,660 42,724
(Change (%) 12.9% 35.2% 34.6% 11.799 INet Worth 27,957 33,682 37,425 43,488
Revenues 41,879 57,107 76,269 85,222 [Loan Funds 44 4328 4,325 4,325
M|, Deferred Tax & other
Change (%) 17.4% 36.4% 33.6% 11.7%9 | . e 1 1 1
Liabilities
Total Expenses 35,049 47,528 63,265 70,308 [Capital Employed 28,00 38,008 41,750 47,813
EBITDA 6,830 9587 13,004 14,914 [Application of Funds
Net Block 3,476 7,284 11,084 14,884
Other Income 1,020 1,321 1,374 1,429 CWIP 122 1,071 1,071 1,071
Depreciation 1,756 1,660 2,136 2,386 [Other Non-current Assets 1,783 11,5914 11,591 11,591
nterest | | | | |Deferred Tax Assets 1,038 1,123 1,123 1,123
Net Fixed Assets 6,418 21,069 24,869 28,669
PBT 6,094 9,243 12,242 13,957 lInvestments 9,996 8,225 8,225 8,225
Extra-ordinary | | Debtors 5704 9,484 12,537 14,009
PBT after ext-ord. 6,094 9,243 12,242 13,957] [Inventories | | | |
Tax 1,588 2,339 3,097 3,531 [Cash & Bank Balance 9,809 9,145 10,169 13,168
Rate (%) 26.1% 25.3% 25.3%4 25.3%4 I(.:c;ans & Advances & other 4,945 8,704 8,706 8,706
PAT 4,507 6,904 9,145 10,42§ rotal Current Assets 20,463 28,693 31,412 35,383
IV & Associates E E . 4 [Current Liabilities 6,157 16,029 18,804 21,014
" Provisions 2,719 3,950 3,950 3,950
IC lidated PAT 4,507 6,904 9,145 10,426 . . L o
onsoficate Net Current Assets 11,587 8,714 8,656 10,920
(Change (%) 32.4% 53.2% 32.5% 14.0% [rotal Assets 28,001 38,008 41,750 47,813
Cash Flow Statement Key Ratios
Cash Flow Statement (INR Mn) FY21 FY22 FY23E FY24E iKey Ratios (INR Mn) Fy21 FY22 FY23E FY24E
PBT 6,094 9,243 12,242 13,957] [Per share (Rs)
Depreciation 1,756 1,660 2,136 2,386 [EPS 59.0) 90.3 114.3] 130.3]
nterest & others -1,020 -1,32] -1,374 -1,429 [CEPS 81.9 108.2] 141.0 160.1
Cash flow before WC changes 6,830 9,582 13,004 14,914 [BVPS 365.8 425.7] 467.8 543.6
Inc)/dec in working capital 1,876 6,899 -276) 73¢ [DPS 10.0 11.0 11.0 11.0
Operating CF after WC changes 8,707 16,481 12,729  15,65( [Div. Payout (%) 17.0%9  12.6% 9.6% 8.4%
Less: Taxes 1,588 2,330 -3,007]  -3,531] [Valuation (x)
Operating Cash Flow 7119 14,142 9630 12,119 [PLE 61.6 40.2 318 27.9
Inc)/dec in F.A + CWIP 897 -13,70] -380d -3,800 PLCEPS 44.3 33.9 25.8 227
p/BV 9.9 8.5 7.8 6.7
Pur)/sale of investment -210 1,772 ] | [EV/EBITDA 39.2 29.5 21.9 18.9
- Dividend Yield (%) 0.3% 0.3% 0.3% 0.3%
Cash Flow from Investing -1,108  -11,930 -3,800 -3,800 -
IReturn Ratio (%)
Free Cash Flow (FCF) 5,86d 10,334 5,830 8,319 -
EBIDTA Margin 16.3% 16.8% 17.1% 17.5%
Loan raised/(repaid) -2 4,281 1 | [EBIT Margin 12.1% 13.9% 14.3% 14.7%
PAT Margin 10.8% 12.1% 12.0% 12.2%
Equity raised | | | | ROE 16.1% 20.5% 24.4% 24.0%
ROCE 18.1% 20.8% 26.0% 26.2%
nterest & others 297 -6,087 -3,736 -4,250 Leverage Ratio (x)
Dividend -1,070 -1,070 -1,070 -1,079  frotal D/E 0.0 00 00 0
Cash Flow from Financing 774 2,876 -a,806 -5320 [NetD/E -0.3 -0.1 -0.2 -0.2
[ctivities Turnover Ratios
Net inc /(dec) in cash 5,237, -664 1,024 2,999 |asset Turnover (x) 1.5 1.5 1.8 0.0
Opening balance of cash 4,572 9,809 9,145 10,169 [Receivable Days 50 61 60 60
Closing balance of cash 9,809 9,145 10,169 13,168 |Payable days 77 128 90 90
Source: Arihant Research, Company Filings, Ace Equity, Bloomberg
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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