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® Mindtree: Mindtree (MTCL) delivered healthy QoQ growth (following a
very strong quarter) and margin beat (~100bps expansion) was the highlight
of the quarter. Recovery in T1 business was encouraging and growth was
broad-based across verticals, geographies, and service lines. Mindtree’s
growth momentum is expected to continue, powered by T1 account (+7.2%
QoQ) and stable growth in non-T1 accounts (+3.8% QoQ), customer success
(+3.9% QoQ) and cloud services (won 10 deals with cloud hyperscaler). The
sustainable growth is validated by (1) strong deal TCV of >USD 300mn
(TTM USD 1.6bn +14% YoY), which includes annuity and transformational
deals; (2) lower dependence on sub-contractors; and (3) healthy growth in
the travel vertical, which is almost touching the pre-pandemic level. The
company is confident of delivering an EBITDA margin of >20%, despite the
ongoing supply side challenges, as it expects support from better margins in
new deals, higher offshoring, and better pricing. To address the issue of
rising attrition (+420bps), the company continues to hire freshers (>50% of
total hire) and when the freshers come into the billing cycle, the dependence
on sub-con will reduce and utilisation will revive. We maintain our
revenue/EPS estimates for FY23/24E. Our target price of INR 5,060 is based
on 37x Mar-24E EPS (25% CAGR over FY21-24E on a high base in FY21 of
>70%). Maintain ADD.

= (CESC: CESC’s consolidated PAT in Q3FY22 remained flat at INR3.4bn
(+0.6% YoY) as higher earnings across the Dhariwal project (from high
merchant rates in Q3FY22) were offset by increased losses in the distribution
franchisee (DF) business (a loss of INR100mn vs profit of INR70mn YoY),
given subdued power demand and delays in loss recovery. Dhariwal
continued to perform strongly, benefitting from rise in merchant tariffs,
while standalone PAT growth remained flat despite the delayed WBERC
tariff order. The Dhariwal project has emerged as L1 for 210 MW bid in a
medium-term tender floated by the Railway Energy Management Company
(REMCL). CESC’s bid for a 100% stake in the Chandigarh discom is likely to
receive a letter of intent (Lol) in Q4FY22. We now expect CESC’s franchisee
division to attain profitability only in FY23, while reporting a loss of
INR211mn in FY22 (vs the earlier estimate of INR112mn PAT). Accordingly,
while we retain our BUY rating on CESC, we marginally lower our TP to
INR119 (vs INR120 earlier). We have not included the Chandigarh discom in
our valuation yet as we are waiting for LoA.
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Mindtree
High spot: margin discipline

Mindtree (MTCL) delivered healthy QoQ growth (following a very strong quarter)

and margin beat (~100bps expansion) was the highlight of the quarter. Recovery in

T1 business was encouraging and growth was broad-based across verticals,

geographies, and service lines. Mindtree’s growth momentum is expected to

continue, powered by T1 account (+7.2% QoQ) and stable growth in non-T1

accounts (+3.8% Qo0Q), customer success (+3.9% QoQ) and cloud services (won 10

deals with cloud hyperscaler). The sustainable growth is validated by (1) strong

deal TCV of >USD 300mn (TTM USD 1.6bn +14% YoY), which includes annuity

and transformational deals; (2) lower dependence on sub-contractors; and (3)

healthy growth in the travel vertical, which is almost touching the pre-pandemic

level. The company is confident of delivering an EBITDA margin of >20%, despite
the ongoing supply side challenges, as it expects support from better margins in
new deals, higher offshoring, and better pricing. To address the issue of rising
attrition (+420bps), the company continues to hire freshers (>50% of total hire) and
when the freshers come into the billing cycle, the dependence on sub-con will
reduce and utilisation will revive. We maintain our revenue/EPS estimates for

FY23/24E. Our target price of INR 5,060 is based on 37x Mar-24E EPS (25% CAGR

over FY21-24E on a high base in FY21 of >70%). Maintain ADD.

® Q3FY22 highlights: (1) MTCL reported healthy revenue of USD 366mn
(marginally below our estimate of USD 369mn), +4.7% QoQ in USD terms (+5.2%
QoQ CC), supported by healthy growth in T1 business at 7.2% QoQ and
continued growth in non-T1 business at +3.8% QoQ. (2) EBITDA margin
improved by 101bps QoQ to 21.5%, aided by GM expansion (+64bps QoQ),
operational efficiencies (+60bps QoQ), and FX tailwind (+41bps). (3) Growth was
broad-based across verticals, led by travel (+7.3% QoQ), communications, media
& tech (+6.1% QoQ); supported by healthy growth in T1 business); and BFSI
(+4.3% QoQ); retail, CPG and manufacturing remained flat sequentially. (4) Deal
TCV was at USD 358mn, 15% YoY (book to bill at 0.98x compared to 1.14x in
Q3FY21). (5) The company had a net headcount addition of 2,227 in Q3 while
attrition inched up by 420bps QoQ to 21.9%.

"  Outlook We have factored in USD revenue growth of +31.3/+20.2/+14.8% and
EBITDA at 21.2/21.3/21.8% for FY22/23/24E respectively. We expect an EPS
CAGR of 25% over FY21-24E and RolC of >45% to support the valuation (41x
FY23E).
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L rh 1
Click. Invest. Grow. YEARS
INSTITUTIONAL RESEARCH

ADD

CMP (as on 13 Jan 2022) INR 4,744

Target Price INR 5,060
NIFTY 18,258
KEY
CHANGES OLD NEW
Rating ADD ADD
Price Target INR 5,040 INR 5,060

FY22E FY23E
EPS %

+1.1 +0.5

KEY STOCK DATA
Bloomberg code MTCLIN
No. of Shares (mn) 165
MCap (INR bn) / ($ mn) 782/10,506

6m avg traded value (INR mn) 5,170

52 Week high / low INR 5,060/1,540

STOCK PERFORMANCE (%)
3M  6M  12M
Absolute (%) 87 901 1718

Relative (%) 79 740 148.1

SHAREHOLDING PATTERN (%)

Sep-21 Dec-21

YE March (INR bn) FYin FYin’ 1;32)( FY%; Q(?%Q) FY20 FY21| FY22E FY23E FY24E
Revenue (USDmn) 366 274 337 350 47 1089 1,077| 1413 1,698 1,950
Net Sales 2750 2024 359 2586 63 7764 79.68| 10524 127.36 148.22
EBIT 592 468 265 531 116 787 1383| 1973 2379 2840
APAT 438 373 172 399 97 666 1157 1562 1885 22.52
Diluted EPS (INR) 266 227 172 242 97 404  703| 948 1144 1367
P/E (x) 1173 675| 500 415 347
EV/EBITDA (x) 723 459| 336 272 225
ROE (%) 195 297 322 312 301

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

YE March FY22E FY22E Change| FY23E FY23E Change| FY24E FY24E Change
(INR bn) Old Revised % Old Revised % Old Revised %
Revenue (USD mn) 1,419 1,413 (0.4) 1,704 1,698 (0.4) 1,962 1,950 (0.6)
Revenue 105.64 105.24 (04)| 127.82 127.36 (04)| 149.14 14822 (0.6)
EBIT 19.44 19.73 15 23.67 23.79 0.5 28.27 28.40 0.5
EBIT margin (%) 18.4 18.7  34bps 18.5 18.7  16bps 19.0 192 21bps
APAT 15.46 15.62 1.1 18.76 18.85 0.5 2242 2252 0.4
EPS (INR) 93.8 94.8 1.1 113.9 114.4 0.5 136.1 136.7 0.4

Source: Company, HSIE Research

Promoters 61.00 61.00
FIs & Local MFs 10.10 9.71
FPIs 15.01 15.72
Public & Others 13.89 13.57
Pledged Shares 0.00 0.00
Source : BSE

Pledged shares as % of total shares

Amit Chandra
amit.chandra@hdfcsec.com
+91-22-6171-7345
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CESC

Subdued power demand ups franchisee losses

CESC’s consolidated PAT in Q3FY22 remained flat at INR3.4bn (+0.6% YoY)
as higher earnings across the Dhariwal project (from high merchant rates in
Q3FY22) were offset by increased losses in the distribution franchisee (DF)
business (a loss of INR100mn vs profit of INR70mn YoY), given subdued
power demand and delays in loss recovery. Dhariwal continued to perform
strongly, benefitting from rise in merchant tariffs, while standalone PAT
growth remained flat despite the delayed WBERC tariff order. The Dhariwal
project has emerged as L1 for 210 MW bid in a medium-term tender floated by
the Railway Energy Management Company (REMCL). CESC’s bid for a 100%
stake in the Chandigarh discom is likely to receive a letter of intent (Lol) in
Q4FY22. We now expect CESC’s franchisee division to attain profitability only
in FY23, while reporting a loss of INR211mn in FY22 (vs the earlier estimate of
INR112mn PAT). Accordingly, while we retain our BUY rating on CESC, we
marginally lower our TP to INR119 (vs INR120 earlier). We have not included
the Chandigarh discom in our valuation yet as we are waiting for LoA.

®  Poor demand recovery widens franchisee losses: Sales volume in
standalone business was flat at 0.3% YoY, with lower power demand. PAT
also remained flat at INR1.84bn (-1.1% YoY) despite the delayed WBERC
tariff order, which impacted tariff realisation. Consolidated PAT, too,
remained flat at INR3.4bn (0.6% YoY) as strong earnings in the Dhariwal
project (+78.6% YoY to INR500mn) were offset by increased losses in the DF
business (loss of INR100mn vs PAT of INR70mn YoY), given the subdued
power demand and recovery. We now expect the franchisee segment to gain
a profit of INR263mn in FY23, while in FY22, it is expected to incur a loss of
INR211mn.

® CESC’s Dhariwal emerges L1 in REMCL medium-term tender: CESC’s
wholly owned subsidiary Dhariwal Infrastructure has emerged an L1 with a
tariff of INR4.1/unit for a 210-MW capacity. REMCL floated a 1,500-MW
medium-term tender for three years against which it received bids only for
600 MW. We have not yet factored these developments into our financials as
we wait for the awarding of Lol. Further, its Case IV PPA with Maharashtra
discoms for the supply of 185 MW has been extended to 31 March 2022.

® Maintain BUY: We have marginally revised our consolidated earnings
estimates downward by 1.9% and 1.2% for FY22E and FY23E respectively to
factor in the delay in loss recovery in the DF business in Rajasthan. We
expect this nosiness to turn profitable in FY23, with a PAT of INR388mn in
FY24. On a consolidated basis, CESC is valued at an attractive P/BV of 0.9x
and PE of 7.4x for FY24. A high dividend yield of ~5-6% is in line with
investor expectations. Hence, we retain BUY with a revised TP of INR119 (vs
INR120).

Financial summary (standalone)
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(INR mn, Mar YE) FSZ% Ffﬁ 1(/;})/ F\?ZQZ Q(‘f,g FY22E FY23E  FY24E
Net Revenues 16620 16,590 02 20910  205| 82643 87292 92,145
EBITDA 2120 3030  -30.0 4180  493| 16505 17424 18381
APAT (Consol) 3400 3,380 0.6 3400 00| 13790 14795 16421
Diluted Consol EPS (INR) 7% 25 0.6 2% 00| 104 112 124
P/E (x) (Consol) 8.8 8.2 7.4
Price/BV (Consol) 1.1 1.0 0.9
ROE (%) 137 140 144

Source: Company, HSIE Research

CMP(as on 13 Jan 2022) INR 92
Target Price INR 119
NIFTY 18,258
KEY CHANGES OLD NEW
Rating BUY BUY
Price Target INR 120 INR 119
FY22E FY23E
EPS Change %
(1.9) (1.2)
KEY STOCK DATA
Bloomberg code CESC IN
No. of Shares (mn) 1,326
MCap (INR bn) / ($ mn) 122/1,643
6m avg traded value (INR mn) 491
52 Week high / low INR 102/57
STOCK PERFORMANCE (%)
3M 6M 12M
Absolute (%) 0.9 8.5 349
Relative (%) 0.1 (7.5) 11.2
SHAREHOLDING PATTERN (%)
Dec-21 Sept-21
Promoters 52.1 52.1
FIs & Local MFs 221 23
FPIs 13.5 12.9
Public & Others 12.4 11.9
Pledged Shares - -
Source : BSE

Anuj Upadhyay
anuj.upadhyay@hdfcsec.com
+91-22-6171-7356

Hinal Choudhary

hinal.choudhary@hdfcsec.com
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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
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Disclosure:
Analyst Company Covered Qualification Any holding in the stock
Amit Chandra Mindtree MBA NO
Anuj Upadhyay CESC MBA NO
Hinal Choudhary CESC CA NO
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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. HSL has no material adverse disciplinary history as on the date of publication of this report. 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 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.
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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.

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.

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.
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