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Result Update

Q1FY10

For the quarter ended Jun 09, Infosys reported its results well within the guidance provided, although the company has 

revised its guidance for FY10 to a slightly muted figure.

Result Highlights:

For Q1FY10:

- Revenues for the first quarter of FY10 grew by 12.7% YoY to Rs. 54,720 Mn, but showed a sequential decline of 2.9%

- PAT was Rs. 15,270 Mn for the quarter posting a YoY growth of 17.3%

Constant currency revenues are down by 1% for the quarter whereas Volumes have declined by 1.1%. Operating margins 

showed a 60 bps rise. The company has added 27 new clients on the backdrop of losing almost 20% revenues from its top 

client this quarter. The company was expecting a volume decline of 4-6% which proved to be in fact just 1% decline in 

volumes for the current quarter.

Infosys expects a gross addition of at least 18,000 new employees (2000 lateral + 16000 Freshers) for FY10, whereas the 

gross addition for the quarter was 3,538 employees. As of Q1FY10 the total number of employees stands at 1,03,905 

showing a decline of 945 for the quarter. The attrition for the quarter was 11% out of which 2% was involuntary as part of the 

regular employee appraisal scheme. 

From the service offerings point of view Infosys has seen a 150 basis points increment in Maintenance revenues this quarter 

owing to the fact that discretionary spends have been reduced by the clients & therefore non-discretionary spends have 

ramped up. The sequential growth on other segments remains flattish.

The effective tax rate for the quarter was higher, at 20% as compared 15.7% for the previous quarter. It remains uncertain as 

to how the tax rate will be applicable from FY10 since only the facilities within the SEZ will enjoy tax benefits. The 

management expects a 24-25% tax rate going ahead for FY10. But as the management says, that it depends totally on the 

business mix since only incremental business goes into the SEZ.

The company has around ~ Rs. 120 Bn in cash & investment yielding an average of 5%. The previous year, the company 

enjoyed yield of about 9% on their investments. 

The management showed concern regarding the pace at which new business arrives, which makes it difficult to have clarity 

on the inflows. The sales pipeline looks robust yet, there has been a slowdown in the speed of decision making by the clients 

to engage into new projects. Deal sizes have also seen reduction but a trend cannot be established yet. Infosys has 

experienced ~10-15% cut in the spending from their existing clients. The company was expecting a pricing decline of about 

6% for FY10, but this estimate has now been revised to 5% judging by new deals coming in & which are under negotiation.

The company is also focusing on introducing new IP's including some platform based services, SaaS solutions & so on 

which will show their transformational impact over the next 3 – 4 years. 

Guidance:

Quarter ending September 2009:

- Revenues in the range of Rs. 53,180 Mn and Rs. 54,130 Mn.

- EPS is expected to be in the range of Rs. 23.67 and Rs. 24.09
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For FY10: 

- Revenues in the range of Rs. 214,160 Mn and Rs. 217,470 Mn.

- EPS between Rs. 94.59 and 96

The company expected that the operating margins for FY10 would drop by 300 basis points, however they now expect them 

to drop by only 150 basis points. Investment on employee addition & increasing the salesforce which should have begun in 

Q1, has been deferred to the next quarter & will be spread across the forthcoming 3 quarters. This provides a cushion to the 

margins.

At the current price of Rs. 1726, Infosys trades at 17 times FY10E earnings leading to very less margin of safety for investors. 

It would take a while for the turnaround as spending on IT eases over the years. Meanwhile, we recommend to Accumulate 

below 14 times FY10E earnings.

Earnings Statement

YE March (Rs. Mn.) Q1FY10 Q4FY09 Q-Q(%) Q1FY09 Y-Y(%) FY09 FY08 Y-Y(%)

Net Revenues 5,472.0 5,635.0 -2.89% 4,854.0 12.73% 21,693.0 16,692.0 29.96%

Direct Expenses 2,915.0 3,045.0 -4.27% 2,754.0 5.85% 11,765.0 9,207.0 27.78%

Gross Profit 2,557.0 2,590.0 -1.27% 2,100.0 21.76% 9,928.0 7,485.0 32.64%

Selling & Marketing expenses 261.0 270.0 -3.33% 257.0 1.56% 1,104.0 916.0 20.52%

General & Admin Expenses 428.0 429.0 -0.23% 364.0 17.58% 1,629.0 1,331.0 22.39%

Total Expenditure 3,604.0 3,744.0 -3.74% 3,375.0 6.79% 14,498.0 11,454.0 26.58%

Operating Profit 1,868.0 1,891.0 -1.22% 1,479.0 26.30% 7,195.0 5,238.0 37.36%

OPM (%) 34.14% 33.56% 1.73% 30.47% 12.04% 33.17% 31.38% 5.69%

Other Income 269.0 252.0 6.75% 117.0 129.91% 473.0 704.0 -32.81%

EBITDA 2,137.0 2,143.0 -0.28% 1,596.0 33.90% 7,668.0 5,942.0 29.05%

Depreciation 222.0 228.0 -2.63% 169.0 31.36% 761.0 598.0 27.26%

EBIT 1,915.0 1,915.0 0.00% 1,427.0 34.20% 6,907.0 5,344.0 29.25%

Interest 0.0 0.0 0.0 0.0 0.0

PBT 1,915.0 1,915.0 0.00% 1,427.0 34.20% 6,907.0 5,344.0 29.25%

Tax 388.0 302.0 28.48% 125.0 210.40% 1,027.0 806.0 27.42%

PAT Before MI 1,527.0 1,613.0 -5.33% 1,302.0 17.28% 5,880.0 4,538.0 29.57%

Minority Interest 0.0 0.0 0.0 0.0 0.0 #DIV/0!

PAT 1,527.0 1,613.0 -5.33% 1,302.0 17.28% 5,880.0 4,538.0 29.57%

EPS 26.6 28.1 -5.44% 22.7 17.18% 104.4 79.3 31.63%

Ratio Analysis

YE March (Rs. Mn.) Q1FY10 Q4FY09 Q-Q(bps) Q1FY09 Y-Y(bps) FY09 FY08 Q-Q(bps)

OPM (%) 34.14% 33.56% 57.9 30.47% 366.8 33.17% 31.38% 178.7

EBITDA (%) 39.05% 38.03% 102.3 32.88% 617.3 35.35% 35.60% (25.0)

PBIT (%) 35.00% 33.98% 101.2 29.40% 559.8 31.84% 32.02% (17.6)

PAT (%) 27.91% 28.62% (71.9) 26.82% 108.2 27.11% 27.19% (8.1)

Tax Rate (%) 20.26% 15.77% 449.1 8.76% 1,150.1 14.87% 15.08% (21.3)
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Earnings Statement Balance Sheet

YE March (Rs. Mn.) FY07 FY08E FY09 FY10E YE March (Rs. Mn.) FY07 FY08E FY09 FY10E

Net Sales 13,893.0

  

16,692.0

  

21,693.0

  

22,557.3

  

Equity Capital 286.0

       

286.0

       

286.0 286.0

Software Dvlp. Expenses 7,458.0

    

9,207.0

    

11,765.0

  

12,524.7

  

Reserves 10,969.0

  

13,509.0

  

17,968.0 22,029.0

Gross Profit 6,435.0

    

7,485.0

    

9,928.0

    

10,032.6

  

Shareholders Funds 11,255.0

  

13,795.0

  

18,254.0 22,315.0

Total Expenditure 9,502.0

    

11,454.0

  

14,498.0

  

15,481.4

  

Pref Shares by Subsidiary -

           

-

           

- -

Operating Profit 4,391.0

    

5,238.0

    

7,195.0

    

7,075.9

    

Minority Interest 4.0

           

-

           

- -

Other Income 370.0

       

704.0

       

473.0

       

678.7

       

Total Liabilities 11,259.0

  

13,795.0

  

18,254.0 22,315.0

EBITDA 4,761.0

    

5,942.0

    

7,668.0

    

7,754.6

    

Fixed Assets 3,771.0

    

4,777.0

    

5,354.0 5,786.8

Depreciation 514.0

       

598.0

       

761.0

       

890.2

       

Investments 25.0

         

72.0

         

- -

EBIT 4,247.0

    

5,344.0

    

6,907.0

    

6,864.3

    

Current Assets

Interest -

           

-

           

-

           

-

           

Sundry Debtors 2,436.0

    

3,297.0

    

3,672.0 4,635.1

PBT 4,247.0

    

5,344.0

    

6,907.0

    

6,864.3

    

Loans & Advances 1,214.0

    

2,771.0

    

3,279.0 3,708.0

Tax 386.0

       

806.0

       

1,027.0

    

1,132.6

    

Cash & Bank Balance 5,871.0

    

6,950.0

    

9,695.0 13,118.2

PAT 3,856.0

    

4,659.0

    

5,988.0

    

5,731.7

    

Current Liabilities

Sundry Creditors 1,469.0

    

1,912.0

    

2,004.0 2,286.6

Ratio Analysis Provisions 681.0

       

2,279.0

    

1,868.0 2,803.3

YE March FY07 FY08E FY09 FY10E Net Current Assets 7,371.0

    

8,827.0

    

12,774.0 16,371.4

OPM (%) 31.6% 31.4% 33.2% 31.4% Deferred Tax Assets 92.0

         

119.0

       

126.0 156.9

EBITDA (%) 34.3% 35.6% 35.3% 34.4% Total Assets 11,259.0

  

13,795.0

  

18,254.0 22,315.0

PBIT (%) 30.6% 32.0% 31.8% 30.4%

PAT (%) 27.7% 27.2% 27.1% 25.4% Cash Flow

EPS (Rs.) 67.3

         

79.3

         

102.8

       

100.2

       

YE March (Rs. Mn.) FY07 FY08 FY09 FY10E

P/E (x) 20.4

         

17.3

         

13.3

         

13.7

         

Opening Cash & Bank 3,429.0 5,871.0 6,950.0 10,005.0

P/BV (x) 7.0

           

5.7

           

4.3

           

3.5

           

Profit After Tax 3,856.0 4,659.0 5,988.0 5,731.7

BVPS (Rs.) 196.8

       

241.2

       

319.1

       

390.1

       

Less : Invt Income (370.0) (704.0) (473.0) (678.7)

Market Cap (Rs. Mn.) 78,409.8

  

78,409.8

  

78,409.8

  

78,409.8

  

Depreciation 514.0 598.0 761.0 890.2

M Cap/Sales (x) 5.6

           

4.7

           

3.6

           

3.5

           

Deferred Taxation (27.0) (22.0) (28.0) (30.9)

EV (Rs. Mn.) 78,409.8

  

78,409.8

  

78,409.8

  

78,409.8

  

Others (6.0) (453.0) 0.0 0.0

EV/EBITDA (x) 17.9

         

15.0

         

10.9

         

11.1

         

Change in Working Cap (941.0) (377.0) (1,202.0) (174.2)

EV/Sales (x) 5.6

           

4.7

           

3.6

           

3.5

           

CF - Operating Activities 3,026.0 3,701.0 5,046.0 5,738.2

ROCE (%) 37.7% 38.7% 37.8% 30.8% Change in Fixed Assets (2,053.0) (1,156.0) (1,007.0) (1,323.0)

RONW (%) 34.2% 32.9% 32.2% 25.7% Change in Investments 730.0 (47.0) 72.0 0.0

Debtors T/o Days 64.0

         

72.1

         

61.8

         

75.0

         

Investment Income 370.0 704.0 473.0 678.7

Advances T/o Days 31.9

         

60.6

         

55.2

         

60.0

         

CF - Investing Activities (953.0) (499.0) (462.0) (644.4)

Creditors T/o Days 38.6

         

41.8

         

33.7

         

37.0

         

Increase in Equity 1,189.0 106.0 45.0 0.0

Working Cap T/o Days 193.7 193.0 214.9 264.9 Changes in Borrowings 0.0 0.0 0.0 0.0

Fixed Assets T/o (Gross) 3.0 3.1 3.1 2.8 Dividend Paid (756.0) (2,225.0) (1,574.0) (1,670.7)

DPS (Rs.) 11.4 33.3 27.3 25.0 CF - Financing Activities 369.0 (2,123.0) (1,529.0) (1,670.7)

Dividend Payout (%) 17.0% 41.9% 26.5% 24.9% Net Change in Cash 2,442.0 1,079.0 3,055.0 3,423.2

Dividend Yield (%) 0.8% 2.4% 2.0% 1.8% Closing Cash & Bank Bal 5,871.0 6,950.0 10,005.0 13,428.1



Disclaimer

Disclosure of Interest Statement Infosys Technoligies

1. Analyst Ownership of the scrip NO

2. PPFAS ownership of the scrip NO

3. PMS ownership of the scrip NO

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Parag Parikh Financial Services Ltd. (PPFAS). 

PPFAS is disseminated and available primarily electronically, and, in some cases, in printed form. Additional information on recommended securities is 

available on request.

PPFAS is a Stock Broker registered with Securities and Exchange Board of India Limited (SEBI) and so it is regulated by SEBI. This report is not and should 

not be construed as an investment advice to any client to acquire, subscribe, purchase, sell, dispose of, retain any securities or an offer to sell or the 

solicitation of an offer to purchase or subscribe for any investment or as an official endorsement of any investment.

If 'Buy', 'Sell', or 'Hold' recommendation is made in this report such recommendation or view or opinion expressed on investments in this report is not intended 

to constitute investment advice and should not be intended or treated as a substitute for necessary review or validation or any professional advice. The views 

expressed in this report are those of the analyst which are subject to change and do not represent to be an authority on the subject. PPFAS may or may not 

subscribe to any and/ or all the views expressed herein.

PPFAS makes best endeavour to ensure that the analyst(s) use current, reliable, comprehensive information and obtain such information from sources, 

which the analyst(s) believes to be reliable. However, such information has not been independently verified by PPFAS or the analyst(s).

The information, opinions and views contained within this report are based upon publicly available information and rates of taxation at the time of publication, 

which are subject to change from time to time without any prior notice. reports may be updated anytime without any prior notice to any and/ or all client(s).

PPFAS makes no guarantee, representation or warranty, express or implied; and accepts no responsibility or liability as to the accuracy or completeness or 

currentness of the information in this report.

Please note that past performance is not necessarily a guide to evaluate future performance.

PPFAS and its affiliates and their respective officers directors and employees may hold positions in any securities mentioned in this report (or in any related 

investment) and may from time to time add to or dispose of any such securities (or investment). 

This report should be read and relied upon at the sole discretion and risk of the client. 

The value of any investment made at your discretion based on this report or income therefrom may be affected by changes in economic, financial and/ or 

political factors and may go down as well as up and you may not get back the full or the expected amount invested. Some securities and/ or investments 

involve substantial risk and are not suitable for all investors. 

This report is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person 

or published, copied in whole or in part, for any purpose. Neither this report nor any copy of it may be taken or transmitted or distributed, directly or indirectly 

within India or into any other countries or to any resident thereof. The distribution of this report in other jurisdictions may be strictly restricted and/ or prohibited 

by law, and persons into whose possession this report comes should inform themselves about such restriction and/ or prohibition, and observe any such 

restrictions and/ or prohibition.

Neither PPFAS nor its affiliates or their directors, employees, agents or representatives, shall be responsible or liable in any manner, directly or indirectly, for 

views or opinions expressed in this report or the contents or any errors or discrepancies herein or for any decisions or actions taken in reliance on the report or 

inability to use or access our service or this report or for any loss or damages whether direct or indirect, incidental, special or consequential including without 

limitation loss of revenue or profits or any loss or damage that may arise from or in connection with the use of or reliance on this report or inability to use or 

access our service or this report.

Contact

Raunak Onkar Analyst - Investment Research raunak@ppfas.com 91 22 2284 6555 Extn 323

Ridhim Thapar Institutional Sales ridhim@ppfas.com 91 22 2284 6555 Extn 312

130/132,Great Western Building,1st Floor, S. B. Marg, Near Lion Gate, Fort, Mumbai - 400 001. 

Tel : 91-22-2284 6555  Fax : 91-22-2284 6553,e-mail : researchcall@ppfas.com

http://www.ppfas.com

