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FREQUENCY | ALLOCATION DURATION | APPROX RETURNS MAX OPEN CALLS

Every Monday = 20% of capital 3 months
on every call

SALIENT FEATURES:

’? Allocation based product - 20% of capital on every call
’? For Short to Medium term clients

> Mid Cap & Large Cap quality stocks

< Company with growth prospects and compliance free

? Moderate risk product
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Key Data .
Hexaware Technologies Ltd. CMP: 368
NSE / BSE Code HEXAWARE/532129
Sector IT » Hexaware Technologies Limitedis an information
Industry IT - Software technology and business process outsourcing service provider
. company based in Navi Mumbai, India. Founded in 1990.The
Face value / Book Value (* per share) 2/61.5 . . . . ) . .
company provides software services in Banking, Financial Services,
Dividend yield 2.5 . . .
vidend e Capital Markets, Healthcare, Insurance, Manufacturing, Retail,
52H/L() 439/295 Education, Telecom, Professional services (Tax, Audit, Accounting
Market Cap. (* mn) 109,788 and Legal), Travel, Transportation and Logistics. The company
Shares Outstanding (mn) 298.0 specializes in an array of areas encompassing Application
6M Avg Traded Volume 38,454 Transformation Management, Enterprise Solutions, Business
Intelligence & Analytics, Digital Assurance, Infrastructure
Management Services, Digital and Business Process Services.
Key Ratios » Offshoring, currency & operational efficiency to drive margins:
Decl5 Decl6 Decl? Decls Attrition remains a key concern for the company, which will have a
P/E (x) 27.9 26.2 220 18.8 bearing on its utilisation and margins. However, the company is
trying to maintain its utilisation at optimum levels and curb attrition
P/B (x) 9.9 6.3 5.5 4.6 . . . .
to keep revenue, margin momentum intact. In addition, higher
EV/sales 3.4 3.0 2.7 23 offshoring (due to drawdown in its top client), lower subcontracting
EV/EBITDA 19.8 185 16.2 144 cost, higher organic growth and currency tailwind would boost
ROCE 38.0% 34.1% 32.5% 39.9% margins.
ROE 31.4% 22.2% 21.2% 25.9% » Cost efficiency to drive margins : The company has been

witnessing higher attrition over the past few quarters due to a

tightening of the labour market in the US, which has impacted its
Earnings Summary revenues and margins. Attrition remains a key concern for the

(In" mn) Dec15 Dec16 Decl7 Dec18 company, which will have a bearing on its utilisation and margins.
Net Sales 31,235 35,349 39,420 46,478 However, the company is trying to maintain its utilisation at
Sales Growth 21.0% 13.2% 11.5% 17.9% optimum level and curb attrition to keep revenue and margin
EBITDA 5,368 5,746 6,565 7,361 momentum intact. In addition, higher offshoring (due to drawdown
EBITDA Margin 17.2% 16.3% 16.7% 15.8% in its top client), lower subcontracting cost, higher organic growth
PAT 3,932 4,192 4,993 5,833 and currency tailwind would boost margins.

PAT Margin 12.6% 11.9% 12.7% 12.6% » Gross margin to improve going forward: The company expects
EPS () 13.0 13.9 16.8 19.6 overall margins to expand in the remaining quarters and full-

year EBITDA margin to be flat, driven by gross margin for the
remainder of the year. Levers driving this are stabilizing large
deals and uptick in utilization .The company is seeing good
traction in Professional Services (30%/27% CC/USD revenue
growth in 1HCY19, service expansion, digital focus, expansion
beyond top client, key partnerships) and HC & Insurance
(26%/29% CC/USD revenue growth in 1HCY19.

» Valuation: Currently, the company is trading the PE multiple of
22.93x FY19. We recommend a buy on Hexaware Technologies with
the price target of Rs. 418.

Dealmoney Research
Brijesh Bhatia

Rohitkumar Rai

Source: Company, ACE Equity, Dealmoney Research
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Disclaimer

For private circulation only Website: www.dealmoneyonline.in
DISCLAIMER : SEBI Research Analyst Registration No: INHO00002319For any grievance mail at compliance@dealmoney.in

Dealmoney Securities Private Limited (hereinafter referred to as “Dealmoney”) is a registered Member of National Stock Exchange of India Limited, Bombay Stock Exchange Limited and MCX
Stock Exchange Limited. Dealmoney is also registered as a Depository Participant with CDSL. Dealmoney is in the process of making an application with SEBI for registering it as a Research
Entity in terms of SEBI (Research Analyst) Regulations, 2014. Dealmoney or its associates has not been debarred/ suspended by SEBI or any other regulatory authority for accessing /dealing in
securities Market and no material disciplinary action has been taken by SEBI/other regulatory authorities impacting Dealmoney’s Equity Research Analysis. Dealmoney or its associates/analyst
including its relatives do not hold any actual/beneficial ownership of more than 1% in the company/ies covered by Analyst (hereinafter referred to as “Subject Company/ies”). Dealmoney or its
associates/analyst including its relatives may hold financial interest in the company/ies covered by Analyst (hereinafter referred to as “Subject Company/ies”). Dealmoney or its associates/
analysts or his/her relative does not receive any compensation or other benefits from the subject company/ies mentioned in this research report (hereinafter referred to as “Report”) or from a third
party in connection with preparation of the report. Accordingly, Dealmoney or its associates/analyst or his/her relative does not have any other material conflict of interest at the time of
publication of the Report.

Research analyst/s engaged in preparation of the Report, has not received any compensation / managed or co-managed public offering of securities of the subject company/ies / has not received
compensation for investment banking or merchant banking or brokerage services from the subject company/ies / has not received compensation for products or services other than investment
banking or merchant banking or brokerage services from the subject company/ies / has not received compensation or other benefits from the subject company/ies or third party in connection with
the Report of the subject company/ies during the past twelve months / has not served as an officer, director or employee of subject Company/ies and is not engaged in market making activity of
the subject Company/ies.

Dealmoney group companies provides finance related product services like distribution of financial products and as such is a provider of many services like loans, mutual funds, tax & trust
planning etc. mentioned in this brochure. And hence, Dealmoney do not warranty / guarantee about performance of any products and customer servicing w.r.t third party products per se.

Third party products are subject to code of conduct to be adhered to by the representatives ofDealmoney and Dealmoney is not responsible for the losses, whether actual or notional incurred by
any investor. Services assured and expected may vary from actual service and Dealmoney does not guarantee about the quality of services. Investments in securities and commodities are subject
to market and other risks and there is no assurance or guarantee that the objectives of any of the Investments/Schemes/product would be achieved. Past performances are only indicative and
returns are not assured and guaranteed by Dealmoney group companies. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as well
as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial
instruments.

Reports on technical and derivative analysis are based on studying charts of a stock’s price movement, outstanding positions and trading volume as opposed to focussing on a company’s
fundamentals and as such, may not match with a report on a company’s fundamentals. The opinions expressed in the Report are our current opinions as of the date of this report and may be
subject to change from time to time without notice. Dealmoney or any persons connected with it do not accept any liability arising from use of this material/document/Report.

Information/ opinion conveyed through this material/document/Report are strictly meant for the registered Clients of Dealmoney group of Companies of the respective segments. This
information is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would
subject Dealmoney or its affiliates to any registration requirement within such jurisdiction or country. This information does not constitute an offer to sell or a solicitation of an offer to buy any
financial products to any person in any jurisdiction where it is unlawful to make such an offer or solicitation. No part of this material may be duplicated in whole or in part in any form and / or
redistributed without the prior written consent of Dealmoney. This material/document/Report is being supplied to you solely for your information, and its contents, information or data may not
be reproduced, redistributed or passed on directly or indirectly.

Recipients of the Report shall always independently verify reliability and suitability of the Report and opinions before investing.
For Company details, please visit our website www. dealmoneyonline.com
For research related query, write to us at research@dealmoney.in
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