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* Persistent Systems: Persistent Systems’ (PSYS) Q3 print was exemplary,
delivering growth (in-line) and an improving margin profile, though new
deal bookings were soft. PSYS’ programmatic consistency in growth, backed
by its software development pedigree, positions it well towards its aspiration
of reaching USD 5bn by FY31E. PSYS remains our preferred pick in the
midcap space, combining growth and quality, even as margin improvement
remains a work in progress. The valuation premium is likely to persist
(limiting room for error), supported by its impeccable track record over the
past four years and the prospects of continued growth. We maintain ADD on
PSYS with a TP of INR 7,100, based on a 48x FY27E multiple, supported by a
26% EPS CAGR over FY24-27E.

* Dalmia Bharat: We maintain our BUY rating on Dalmia Bharat with a lower
TP of INR 2,140/sh (12x its Mar-27E consolidated EBITDA). In Q3FY25,
Dalmia reported a 2% YoY (flat QoQ) decline in consolidated volumes (ex-
JPA, volumes grew 4% YoY). Higher incentive accrual QoQ majorly drove up
unit EBITDA by INR 115/MT to INR 765/MT, in the absence of op-lev gains
and subdued pricing. The company reiterated that it is on track to reduce its
opex by INR 200/MT over the next 2-3 years, driven by a rising share of green
power, the upcoming captive coal mining operations, and ongoing logistics
initiatives. The share of green power will increase to >42% in FY26, from ~37%
in FY25 and 27% in FY24. Additionally, in July-25, Dalmia plans to roll out
expansion roadmap to add 25mn MT over FY26-28E, which would bring its
total capacity to 75mn MT.

= Zensar Technologies: Zensar reported a better-than-expected revenue and
margin performance. The revenue growth of +0.7/7.5% QoQ/YoY CC and
margin expansion of 72bps QoQ was encouraging, considering stress in the
top account and the impact of furloughs. The revenue growth was supported
by traction in the manufacturing and healthcare verticals, offset by continued
stress in the TMT vertical and the impact of furloughs. The (ex-TMT) revenue
growth stood at a healthy +1.8/15.1% QoQ/YoY. The management has
indicated stability in the top account and growth in the TMT vertical (ex-top
client) is healthy. The TCV booking was at an all-time high of USD 205 mn,
+23% QoQ and +7% TTM, with a book-to-bill ratio of 1.3x. The strong deal
wins are supported by investments in new services like SaaS, data, advanced
engineering, and digital solutions. A higher focus on managed services deals
is also driving order wins and offshore revenues. The management focus is
on driving growth, led by (1) focus on cross-selling, (2) winning new logos,
(3) achieving stability in the hi-tech vertical, and (4) continuing growth in the
BFSI and HLS verticals. The margins in the quarter expanded by 72bps QoQ,
led by GM expansion, but offset by SG&A investments. We expect growth to
revive to low double digits in FY26E, supported by healthy deal wins and
stability in the top account. We increase our EPS estimate by ~3% for
FY26/27E. We maintain our ADD rating with a TP of INR 900, based on 23x
FY27E EPS. The stock is trading at a P/E of 27/23x FY25/26E EPS and has net
cash of USD 269mn, ~14% of market cap.
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Nuvoco Vistas Corporation: We maintain a BUY rating for Nuvoco Vistas,
with an unchanged TP of INR 420/share (9x its consolidated Mar-27E
EBITDA). Nuvoco delivered strong 16% YoY volume growth in Q3FY25, thus
reversing the decline seen in HIFY25. However, NSR further dipped 3% QoQ
(-15% YoY), given intense competition in the east. Amid weak pricing,
Nuvoco tightened its opex on all counts, cushioned the weak pricing impact,
and unit EBITDA increased INR 27/MT QoQ to INR 533/MT. Nuvoco guided
that current realisation is ~6-7% higher vs Q3 average, post the price rebound
in mid-December. This along with op-lev gains QoQ should boost margin in
Q4, offsetting the profit miss in Q3. The operationalization of Vadraj Cement
should free up its capacity in the north, expand its regional sales mix, and
boost its volume growth FY28 onwards.

Tanla Platforms: Tanla growth engine has been muted over the last few
quarters, mainly due to a drag in international messaging. Pricing cuts have
been offset by volume growth in OTT and domestic messaging. The revenue
was flat QoQ, impacted by the enterprise segment (-0.9% QoQ) but offset by
recovery in platform (+8.5% QoQ). The enterprise segment was impacted by
the ILD volume decline, lower realisations for NLD, and a WhatsApp price
cut. OTT volume growth was strong but was offset by the full-quarter impact
of the steep price cut for utility messages. We expect enterprise segment
growth to revive gradually, supported by (1) growth in the OTT channel,
fueled by increased adoption of WhatsApp by enterprises; (2) stability in ILD
volumes; and (3) growth in domestic messaging. Platform growth was led by
the ramp-up of the MaaP Platform (Google RCS) and the ATP deal. The
platform revenue was up ~17% YoY excluding the impact of the VIL deal exit.
The EBITDA margin stood at 16.3% in Q3 vs 17.5% in Q2, impacted by a lower
gross margin (WhatsApp price cut), higher employee expenses, and higher
other expenses resulting from forex losses. We cut our EPS estimates by 5/3%
for FY25/26E to factor in lower margins and lower the multiple to 18x, from
20x earlier. We maintain our BUY rating and assign a TP of INR 950, based on
P/E of 18x Dec-26E EPS. The stock is trading at a P/E of 16/14x for FY25/26E
and RoE is at 32%.
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Persistent Systems

Better getting bigger

Persistent Systems’ (PSYS) Q3 print was exemplary, delivering growth (in-line)
and an improving margin profile, though new deal bookings were soft. PSYS’
programmatic consistency in growth, backed by its software development
pedigree, positions it well towards its aspiration of reaching USD 5bn by
FY31E. PSYS remains our preferred pick in the midcap space, combining
growth and quality, even as margin improvement remains a work in progress.
The valuation premium is likely to persist (limiting room for error), supported
by its impeccable track record over the past four years and the prospects of
continued growth. We maintain ADD on PSYS with a TP of INR 7,100, based
on a 48x FY27E multiple, supported by a 26% EPS CAGR over FY24-27E.

Q3FY25 highlights: (1) PSYS’ revenue, at USD 360.2mn, was up 4.3% QoQ (in
line with the HSIE estimate of USD 360.3mn) and 19.8% YoY with broad-
based growth across verticals. (2) Within these verticals, BFSI (31% of
revenue) grew 4.9% QoQ, followed by Healthcare & Lifesciences (28% of
revenue) at 4.3% QoQ growth, and tech vertical (41% of revenue) at a growth
of 3.7% QoQ. (3) While net new ACV accelerated by 7% YoY to USD 196mm,
the TTM ACV increased by 17% and the renewal ACV grew 11% YoY,
providing growth visibility. Key deals included its largest transformation
deal, a USD 150mn TCV over 7 years, for the legacy modernization of a BFSI
client. Al strategy is supported by PSYS’ ‘SASVA’ platform and supported by
platform-led services, outcome-based business model, partner ecosystem
(~18.6k certifications across Microsoft, AWS, Google, Salesforce and IBM) and
capability acquisitions. (4) EBITM improved 86bps QoQ, reaching 14.9% in
the quarter. The margin improvement was mainly led by a lower sub-
contracting expense, a pass-through effect linked to a large healthcare
customer (+110bps impact), INR depreciation, and an increase in utilisation.
These were offset by lower earnout credit (-110bps) and furlough impact. (5)
PSYS reiterated its FY27E revenue target of USD 2bn revenue and it aspires
for a USD 5bn revenue by FY31E.

Outlook: We have factored USD revenue growth of 19/20/18% (16% CAGR in
total ACV over FY24-26E) and EBITM of 14.4/15.5/16.5% for FY25/26/27E
respectively, translating to a 26% EPS CAGR and 23% FCF CAGR over FY24-
27E. PSYS is trading at a valuation of 49x FY26E and 38x FY27E (vs. 5Y
average at 33x).

Quarterly Financial summary

YE March (INR 3 3 YoY 2 o

bn) FYQ25 FYQZ 4 %) FYQ25 Q (%Q) FY23 FY24| FY25E FY26E FY27E
Revenue (USD mn) 360 301 19.8 346 43 1036 1,186 1410 1,691 1,993
Net Sales 30.62 2498 226 2897 57 8351 9822| 11896 143.78 171.39
EBIT 456 3.63 255 4.06 122 1247 1415 1713 2229 2822
APAT 3.73 2.86 30.3 3.25 14.8 943 1130 1371 1798 2275
Diluted EPS (INR) 24.2 18.6 30.3 21.1 14.8 61.3 734 89.1 1169 1479
P/E (x) 92.7 774 63.8 48.6 384
EV /EBITDA (x) 56.5 49.7 41.6 32.6 25.6
ROE (%) 25.1 245 255 28.3 29.9
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ADD

CMP (as on 22 Jan 2025) INR 5,683

Target Price INR 7,100
NIFTY 23,155
KEY
CHANGES OLD NEW
Rating ADD ADD
Price Target INR 6,825 INR 7,100

FY25E FY26E
EPS %

-0.3 -0.9

KEY STOCK DATA
Bloomberg code PSYSIN
No. of Shares (mn) 156
MCap (INR bn) / ($ mn) 886/10,259

6m avg traded value (INR mn) 2,636

52 Week high / low INR 6,789/3,232

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 102 194 43.5

Relative (%) 149 245 365

SHAREHOLDING PATTERN (%)

Source: Company, HSIE Research, Consolidated Financials
Change in Estimates

YE March (INR bn)

FY25E FY25E Change| FY26E FY26E Change| FY27E FY27E Change

Old Revised % Old Revised % Old Revised %
Revenue (USD mn) 1,410 1,410 (0.0) 1,692 1,691 (0.0) 1,993 1,993 (0.0)
Revenue 118.79 118.96 0.1| 143.81 143.78 (0.0)| 17143 171.39 (0.0)
EBIT 17.19 17.13 04) 22.37 22.29 (0.3) 28.32 28.22 04)
EBIT margin (%) 14.5 144 -7bps 15.6 155  -5bps 16.5 16.5  -6bps
APAT 13.75 13.71 (0.3) 18.15 17.98 (0.9) 22.96 22.75 (0.9)
EPS (INR) 89.4 89.1 (0.3) 118.0 116.9 (0.9) 149.2 147.9 (0.9)

Source: Company, HSIE Research

Sep-24 Dec-24
Promoters 30.66 30.66
FIs & Local MFs 27.37 26.26
FPIs 23.34 24.75
Public & Others 18.63 18.33
Pledged Shares 0.00 0.00

Source: BSE

Pledged shares as % of total shares
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Dalmia Bharat
Subdued volume offtake

We maintain our BUY rating on Dalmia Bharat with a lower TP of INR 2,140/sh
(12x its Mar-27E consolidated EBITDA). In Q3FY25, Dalmia reported a 2% YoY
(flat QoQ) decline in consolidated volumes (ex-JPA, volumes grew 4% YoY).
Higher incentive accrual QoQ majorly drove up unit EBITDA by INR 115/MT
to INR 765/MT, in the absence of op-lev gains and subdued pricing. The
company reiterated that it is on track to reduce its opex by INR 200/MT over the
next 2-3 years, driven by a rising share of green power, the upcoming captive
coal mining operations, and ongoing logistics initiatives. The share of green
power will increase to >42% in FY26, from ~37% in FY25 and 27% in FY24.
Additionally, in July-25, Dalmia plans to roll out expansion roadmap to add
25mn MT over FY26-28E, which would bring its total capacity to 75mn MT.

Q3FY25 performance: Total sales volume fell 2% YoY. Excluding the JPA’s
volume of 0.37mn MT in Q3FY24, volume grew ~4% YoY. NSR improved 3%
QoQ, led by a slight price uptick in December and higher incentives QoQ
(+60/MT impact). Opex remained flat QoQ as the benefits of lower fuel cost
was offset by a fall in green power consumption. The share of green power
fell to 33% vs 39% QoQ (kiln shutdown impact). Thus, unit EBITDA rose by
INR 115/MT to INR 765/MT.

Con call KTAs and outlook: Dalmia lowered its FY25 industry growth
guidance to 4% vs 6% earlier. It expects cement prices to improve further in
(Q4FY25. Dalmia reiterated that its opex reduction target of ~INR 200/MT over
the next three years is on track (it would save INR 125-150/MT from rising
share of green power and upcoming coal mines, and the balance INR 50-
75/MT from ongoing logistics savings). Dalmia maintained its capacity target
of 75mn MT by FY28E and it will share the details in July 2025. The ongoing
cement expansion of 0.5/2.4mn MT capacities at Kalyanpur, Bihar/Lanka, and
Assam are on track by the end of FY25. The clinker expansion in the northeast
is expected by Sep-25. Dalmia spent INR 20bn in Capex during IMFY25 and
another INR 10bn is expected in Q4FY25, mostly towards the northeast
project. Barring new projects, it guided for a Capex outgo of INR 25-30bn for
FY26E. We lower our volume growth estimates for Dalmia to 6.6% CAGR
over FY24-27E vs 8% earlier. Factoring in lower volumes and increased
competitive intensity, we reduce our EBITDA estimates for FY25/26/27E by
2/4/2% respectively. We have built in higher Capex of INR 80bn during FY26-
27E, mainly towards new projects, which will be announced in Q1FY26.
Despite the same, we expect its net debt to EBITDA to remain under 2x.

Quarterly/annual financial summary (consolidated)

3 HorC soriies YT
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BUY

CMP (as on 22 Jan 2025) INR 1,799
Target Price INR 2,140
NIFTY 23,155
KEY

CHANGES OLb NEW
Rating BUY BUY
Price Target INR 2,205 INR 2,140
EBITDA FY25E FY26E
revision % 2.1 3.7
KEY STOCK DATA

Bloomberg code DALBHARA IN
No. of Shares (mn) 188
MCap (INR bn) / ($ mn) 337/3,908
6m avg traded value (INR mn) 677

52 Week high / low INR 2,320/1,651

STOCK PERFORMANCE (%)
3M 6e6M 12M
Absolute (%) 0.3) 1.6 (185)

Relative (%) 45 67 (255)

SHAREHOLDING PATTERN (%)

2;115\111\{41&;1) FY%? FY%Z 1;;3)( FY%; Q(i’,g FY23 FY24| FY25E FY26E FY27E
Sales (mn MT) 67 68 (20) 67 - 258 288 204 317 349
NSR (INR/MT) 4762 5279  (9.8) 4621 3.0 5255 5103| 4746 4864 4,913
EBITDA(NR/MT) 765 1137 (32.7) 650 177 903  917| 828 981 1,012
Net Sales 3181 3600 (11.6) 3087 3.0 13552 14691| 13936 15427 171.39
EBITDA 511 775 (341) 434 177 2328 2639 2433 3110 3531
APAT 061 263 (768 046 326 656 827| 645 1165 1243
AEPS (INR) 33 140 (768) 25 326 355 435 339 613 654
EV/EBITDA (x) 149 130/ 143 114 101
EV/MT (INR bn) 90 77| 70 72 72
P/E (x) 507  402| 516 286 268
ROE (%) 41 51| 38 66 67

Source: Company, HSIE Research

Sep-24 Dec-24
Promoters 55.84 55.84
FIs & Local MFs 14.58 14.69
FPIs 8.94 9.08
Public & Others 20.64 20.37
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares
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Zensar Technologies

Strong deal wins to drive growth

Zensar reported a better-than-expected revenue and margin performance. The

revenue growth of +0.7/7.5% QoQ/YoY CC and margin expansion of 72bps QoQ was

encouraging, considering stress in the top account and the impact of furloughs. The
revenue growth was supported by traction in the manufacturing and healthcare
verticals, offset by continued stress in the TMT vertical and the impact of furloughs.

The (ex-TMT) revenue growth stood at a healthy +1.8/15.1% QoQ/YoY. The

management has indicated stability in the top account and growth in the TMT

vertical (ex-top client) is healthy. The TCV booking was at an all-time high of USD

205 mn, +23% QoQ and +7% TTM, with a book-to-bill ratio of 1.3x. The strong deal

wins are supported by investments in new services like SaaS, data, advanced

engineering, and digital solutions. A higher focus on managed services deals is also
driving order wins and offshore revenues. The management focus is on driving
growth, led by (1) focus on cross-selling, (2) winning new logos, (3) achieving
stability in the hi-tech vertical, and (4) continuing growth in the BFSI and HLS
verticals. The margins in the quarter expanded by 72bps QoQ, led by GM
expansion, but offset by SG&A investments. We expect growth to revive to low
double digits in FY26E, supported by healthy deal wins and stability in the top
account. We increase our EPS estimate by ~3% for FY26/27E. We maintain our ADD

rating with a TP of INR 900, based on 23x FY27E EPS. The stock is trading at a P/E

of 27/23x FY25/26E EPS and has net cash of USD 269mn, ~14% of market cap.

®  Q3FY25 highlights: (1) Zensar’s revenue at USD 157mn was in line our estimate
of USD 156.3mn, +0.7/+7.5% QoQ/YoY CC. (2) Growth was led by Manufacturing
& Consumer services at +6.5% QoQ CC, followed by Healthcare & Life sciences at
+3.2% QoQ CC, offset by a -3.5% fall in the TMT vertical and BFSI de-growth of -
3.5% QoQ CC that was impacted by furloughs. The TMT vertical stress continued
in Q3 with declining revenue share (21.4% in Q3 vs 27.1% in FY24). (3) Within
geographies, the UK/EU was up +2.2% QoQ CC, followed by Africa/US at 1.5/0.2%
QoQ CC. (4) EBITDA margin expanded 23bps QoQ to 15.6%, impacted by a higher
SG&A (-180bps), offset by higher leave utilisation (+90bps), operational
efficiencies (+80bps), volume (+10bps) and FX (+10bps). (5) The headcount
improved by 277 net employees and attrition remained stable at 10% (-10bps
QoQ). The company expects continued campus hiring in the near term. (6) It
moved one client in the manufacturing & consumer services vertical to USD
20mn+ bucket (earlier USD 10mn+ bucket). (7) The TCV bookings were at all-time
highs, USD 205mn, +1.7% QoQ, with a book to bill ratio of 1.3x.

"  Outlook: We expect USD revenue growth of +6.1/10.6/12.4% and an EBITDA
margin of 15.6/15.8/16.3% for FY25/26/27E respectively, resulting in revenue/EPS
CAGRs of +9.7/+10% over FY24-27E.

Quarterly Financial Summary

YE March (INR bn) FYQ2§ FYQZz Y(OO/OY) FY%; Q((;/?) FY23 FY24| FY25E FY26E FY27E
Revenue (USD Mn) 157 145 8.5 156 0.5 604 592 628 695 782
Net Sales 1326 12.04 10.1  13.08 1.3 4848 49.02| 5297 5945 67.24
EBIT 1.83 1.76 3.9 1.71 6.9 3.69 7.38 7.18 8.29 9.81
APAT 1.60 1.62 (1.2) 1.56 2.6 3.28 6.65 6.48 7.60 8.88
Diluted EPS (INR) 7.0 71 (1.4) 6.8 2.3 14.3 29.1 28.4 33.3 38.8
P/E (x) 52.3 25.8 26.5 22.5 193
EV / EBITDA (x) 27.6 16.9 17.2 14.6 12.0
RoE (%) 11.3 20.0 16.7 17.4 18.0

3 HorC soriies YT
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ADD

CMP (as on 22 Jan 2025) INR 750
Target Price INR 900
NIFTY 23,155
IéIE{Z{&NGES OLD NEW
Rating ADD ADD
Price Target INR 870 INR 900
FY25E FY26E
EPS %
-0.2 +2.8
KEY STOCK DATA
Bloomberg code ZENT IN
No. of Shares (mn) 227
MCap (INR bn) / ($ mn) 170/1,972
6m avg traded value (INR mn) 644
52 Week high / low INR 840/513

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 14.3 0.2 335

Relative (%) 191 53 266

SHAREHOLDING PATTERN (%)

Sep-24 Dec-24

Source: Company, HSIE Research, Consolidated Financials
Change in Estimates

FY25E FY25E Change| FY26E FY26E Change| FY27E FY27E Change
YE March (INR bn) Old Revised g% Old Revised g% Old Revised g%
Revenue (USD mn) 628 628 0.1 693 695 04 779 782 03
Revenue 5086 5297 02| 5889 5945 1.0| 6704 6724 03
EBIT 705 718 19| 803 829 32 95 981 3.0
EBIT margin (%) 133 136 22bps| 136 139 30bps| 142 146 38bps
APAT 649 648  -02| 739 760 28| 865 888 26
EPS (INR) 284 284  -02| 324 333 28| 379 388 26

Source: Company, HSIE Research

Promoters 49.13 49.10
FIs & Local MFs 19.05 19.83
FPIs 14.84 15.06
Public & Others 16.98 16.01
Pledged Shares 0.00 0.00
Source: BSE

Pledged shares as % of total shares
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Nuvoco Vistas Corporation

Volume recovers in Q3; pricing looks up for Q4FY25

We maintain a BUY rating for Nuvoco Vistas, with an unchanged TP of INR
420/share (9x its consolidated Mar-27E EBITDA). Nuvoco delivered strong 16%
YoY volume growth in Q3FY25, thus reversing the decline seen in H1FY25.
However, NSR further dipped 3% QoQ (-15% YoY), given intense competition
in the east. Amid weak pricing, Nuvoco tightened its opex on all counts,
cushioned the weak pricing impact, and unit EBITDA increased INR 27/MT
QoQ to INR 533/MT. Nuvoco guided that current realisation is ~6-7% higher vs
Q3 average, post the price rebound in mid-December. This along with op-lev
gains QoQ should boost margin in Q4, offsetting the profit miss in Q3. The
operationalization of Vadraj Cement should free up its capacity in the north,
expand its regional sales mix, and boost its volume growth FY28 onwards.

" Q3FY25 performance: Cement sales volume rebounded 10% QoQ and 16%
YoY, reversing the decline seen in H1FY25. Trade sales share stood at 71% vs
73/71% YoY/QoQ. Premium cement share stood at 39% vs 43/36% QoQ/YoY.
Intense competition in the east further pulled down NSR by 3% QoQ, leading
to a 15% fall YoY. East pricing in Q3 fell to almost a decade low. However,
there has been a recovery mid-December onwards, raising hope for Q4FY25.
Nuvoco could reduce its unit opex by 4% QoQ, riding on lower input and
logistics cost and op-lev gains. This was despite a INR 60/MT higher cost on
account of maintenance shutdown. Its fuel cost fell to INR 1.45/mnCal vs INR
1.55 QoQ. Nuvoco also benefitted from the slight reduction in slag and flyash
prices. Cost reduction thus led to INR 27/MT QoQ margin expansion,
reaching INR 533/MT.

®  Outlook: Nuvoco guided that current realisation is ~6-7% higher vs the Q3
average, post the price rebound mid-December onwards. This along with op-
lev gains QoQ should drive large margin expansion and offset the profit miss
in Q3. Nuvoco recently emerged as a successful bidder for Vadraj Cement in
te west markets. It will incur a total Capex of INR 30bn during FY26-27E to
operationalise the 3.5/6mnMT clinker/cement capacity. This will also free up
its capacity in the north, expand its regional sales mix, and boost its volume
growth FY28 onwards. We marginally lower FY25/26E EBITDA estimates by
2/2% each but maintain FY27E estimates. We expect the net debt to EBITDA
to moderate to 2.1x in FY27E, vs 3.3x currently.

Quarterly/annual financial summary

[- HDFC securities er
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BUY

CMP (as on 22 Jan 2025)  INR 352
Target Price INR 420
NIFTY 23,155
IéIE{iNGES OLD NEW
Rating BUY BUY
Price Target INR 420 INR 420
EBITDA FY25E FY26E
revision % (1.5) (1.8)
KEY STOCK DATA

Bloomberg code NUVOCO IN
No. of Shares (mn) 357
MCap (INR bn) / ($ mn) 126/1,459
6m avg traded value (INR mn) 140
52 Week high / low INR 386/291

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 49 3.0 27

Relative (%) 97 81 (43)

SHAREHOLDING PATTERN (%)

Sep-24  Dec-24

E;ENII\{/I;;) FY%: FY%Z 1(/(‘,2; FYQ2§ Q(f’,g FY23 FY24| FY25E FY26E FY27E
Sales Vol (mn MT) 466 402 160 423 102 1880 1878| 1896 2029 2192
NSR (INR/MT) 4642 5428 (145) 4800 (3.3) 5124 5159 4876 4997 5072
Opex (INR/MT) 4109 4437 (74) 4294  (43) 4513 4336 4199 4141 4122
EBITDA(INR/MT) 533 991 (463) 506 53 611 84| 677 86 951
Net Sales 2409 2421 (0.5) 2269 6.2 10586 107.33| 10344 113.48 124.44
EBITDA 258 410 (37.1) 219 181 1210 1624| 1327 1785 2137
APAT ©061) 031 (0.85) 180 147| 010 392 591
AEPS (INR) a72) 087 (2.38) 50 41| 03 110 165
EV/EBITDA (x) 139 102| 121 90 79
EV/MT (INR bn) 708  665| 642 645 543
P/E (x) 699  853|-1,2434 320 213
RoE (%) 20 17| 01 43 6l

Source: Company, HSIE Research

Promoters 72.02 72.02
FIs & Local MFs 18.46 19.27
FPIs 3.50 3.37
Public & Others 6.02 5.34
Pledged Shares - -
Source : BSE

Pledged shares as % of total shares
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Gradual recovery, led by OTT

Tanla growth engine has been muted over the last few quarters, mainly due to
a drag in international messaging. Pricing cuts have been offset by volume
growth in OTT and domestic messaging. The revenue was flat QoQ, impacted
by the enterprise segment (-0.9% QoQ) but offset by recovery in platform
(+8.5% Qo0Q). The enterprise segment was impacted by the ILD volume decline,
lower realisations for NLD, and a WhatsApp price cut. OTT volume growth was
strong but was offset by the full-quarter impact of the steep price cut for utility
messages. We expect enterprise segment growth to revive gradually, supported
by (1) growth in the OTT channel, fueled by increased adoption of WhatsApp
by enterprises; (2) stability in ILD volumes; and (3) growth in domestic
messaging. Platform growth was led by the ramp-up of the MaaP Platform
(Google RCS) and the ATP deal. The platform revenue was up ~17% YoY
excluding the impact of the VIL deal exit. The EBITDA margin stood at 16.3%
in Q3 vs 17.5% in Q2, impacted by a lower gross margin (WhatsApp price cut),
higher employee expenses, and higher other expenses resulting from forex
losses. We cut our EPS estimates by 5/3% for FY25/26E to factor in lower margins
and lower the multiple to 18x, from 20x earlier. We maintain our BUY rating
and assign a TP of INR 950, based on P/E of 18x Dec-26E EPS. The stock is
trading at a P/E of 16/14x for FY25/26E and RoE is at 32%.
®  Q3FY25 highlights: The enterprise revenue declined by 0.2/0.9% QoQ/YoY to INR
9.05bn and the gross margin contracted 79bps QoQ to 18.4%. The margin was
impacted by a change in Whatsapp pricing. The integration of the VF Middle East
business is taking longer than expected, with no clear timeline. The OTT revenue stood
at INR 2.3bn (~23% of revenue), up +15/77% QoQ/YoY. The company added ~123 new
customers, ~50% of which were for WhatsApp and RCS. The platform revenue stood
at INR 0.96bn, up +8.5%/-0.3% QoQ/YoY, and the gross margin was 98.7%. APAT was
down 9/15.4% QoQ/YoY to INR 1.19bn due to the increase in depreciation (+4.8%
QoQ), led by capitalisation of the MAAP platform. The INR 10-100mn bucket revenue
increased by 7.3% QoQ while the >INR500mn revenue bucket declined by 8.5% QoQ
and the 100-500mn revenue bucket declined by 3% QoQ.
®  Outlook: We estimate a 11% revenue CAGR over FY24-27E, led by CAGRs of
+10/8/51% from the Platform/Enterprise/OTT segments. We estimate ~10% EPS CAGR
over FY24-27E.
Quarterly financial summary

:E)Mmh (NR F\?ZQS F\?Z?l ‘;f/:; FEZ% Q(‘())/?) FY23 FY24| FY25E FY26E FY27E
Net Revenues 1000 1003  -02 1001 0.0 3354 3928 4033 4584 53.09
Gross Profit 261 270 34 262 04 836 1056 1060 1215 1415
EBITDA 163 193 -152 175 68 588  732| 699 812 965
APAT 119 140 -154 130 9.0 448 548 547 621  7.39
DEPS (INR) 88 104 -155 97 90 330 407 406 462 549
P/E (x) 190 154 155 136 115
EV/EBITDA (x) 134  107| 106 87 70
ROE (%) 312 317| 257 246 249

Source: Company, HSIE Research, Consolidated Financials

Change in estimates

INR bn FY25E FY25E Change| FY26E FY26E Change| FY27E FY27E Change

Old Revised % Old Revised % Old Revised %
Revenue 41.52 40.33 (2.9) 46.13 45.84 (0.6) 53.12 53.09 0.1)
EBITDA 7.36 6.99 (4.9) 8.35 8.12 (2.8) 9.82 9.65 (1.8)
EBITDA margin (%) 17.7 17.3  -37bps 18.1 17.7  -39bps 185 182 -31bps
APAT 5.76 5.47 (5.0) 6.43 6.21 (3.4) 7.56 7.39 (2.3)
EPS (INR) 42.7 40.6 (4.9) 47.7 46.2 (3.3) 56.1 54.9 (2.2)

Source: Company, HSIE Research
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BUY

CMP (as on 22 Jan 2025) INR 629
Target Price INR 950
NIFTY 23,155
IC(IIEI‘;{\NGES OLD NEW
Rating BUY BUY
Price Target INR 1,080 INR 950
FY26E FY27E
EPS %
-3.3% -2.2%
KEY STOCK DATA
Bloomberg code TANLA IN
No. of Shares (mn) 135
MCap (INR bn) / ($ mn) 87/980
6m avg traded value (INR mn) 935
52 Week high / low INR 1,195/617

STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) (184) (35.0) (46.7)

Relative (%) (13.6) (30.0) (53.6)

SHAREHOLDING PATTERN (%)

Sep-24 Dec-24
Promoters 44.12 44.10
FIs & Local MFs 0.8 0.47
FPIs 14.64 12.48
Public & Others 40.44 42.95
Pledged Shares 0.00 0.00

Source : BSE

Pledged shares as % of total shares
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Rating Criteria
BUY: >+15% return potential
ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: > 10% Downside return potential
Disclosure:
Analyst Company Covered Qualification Any holding in the stock
Apurva Prasad Persistent Systems, Zensar Technologies MBA NO
Amit Chandra Persistent Systems, Zensar Technologies, Tanla Platforms MBA NO
Vinesh Vala Persistent Systems, Zensar Technologies MBA NO
Rajesh Ravi Dalmia Bharat, Nuvoco Vistas Corporation MBA NO
Keshav Lahoti Dalmia Bharat, Nuvoco Vistas Corporation CA NO
Riddhi Shah Dalmia Bharat, Nuvoco Vistas Corporation MBA NO
Dhananjay Jain Tanla Platforms CA NO
1 Yr Price movement
Persistent Zensar Technologies Tanla Platforms
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Disclosure:

Authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report
accurately reflect our views about the subject issuer(s) or securities. SEBI conducted the inspection and based on their
observations have issued advise/warning. The said observations have been complied with. We also certify that no part of
our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this
report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment. The information and opinions contained herein
have been compiled or arrived at, based upon information obtained in good faith from 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. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete.
HSL is not obliged to update this report for such changes. HSL has the right to make changes and modifications at any
time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use
by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where
such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would
subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed
or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving
such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the
company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the
damages sustained due to the investments made or any action taken on basis of this report, including but not restricted
to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
from time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the
period preceding twelve months from the date of this report for services in respect of managing or co-managing public
offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a
merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA
Reg. No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475;
SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme 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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Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board: +91-22-6171-7330 www.hdfcsec.com
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