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Saksoft Ltd | BUY | TP: Rs 335 | Upside 71%

G

(@)
o)
3
o
Q
=]
<
C
o
o}
Q
—
o

MONARCH

NETWORTH CAPITAL
Strong revenue growth backed by acquisitions
We maintain our "BUY" rating and target price of Rs. 335. Saksoft delivered a beat Target Price 335 KeyData
on topline growth as we saw full impact of the Ceptes acquisition. EBITDA was in- - o mrri'::::’:f;:’n‘: Si\;":
line with our estimates, but margins came in lower on account of higher employee Diluted Shares O/S{mn) 1317
costs. Utilization continues to be at 84% despite the increase in employee count. Upside 71% MKkt Cap (Rsbn/USDmn)  26.0/298.7
Fintech and T&L continued to show recovery in Q3, while retail had a seasonally Price Performance (%) 52WkH/L(Rs)  320/168

im 6M 1Yr* Daily Vol. (3M Avg.) 184.53

weak quarter and Hi-tech showed flattish growth. Management has indicated that

discretionary spends continue to be bleak and expects some pick up by Q1FY26E. ,sv/j:TIVN ii liz 122

We believe improvement in discretionary spends in the US & APAC region for Source: ACE Equity, Bloomberg, MNCL Research
SMB’s will be a positive catalyst for the company.

=  Strong topline growth on the back of acquisitions - The company posted a 5.4% Shareholding pattern (%)
QoQ growth (Ceptes contributed Rs 40-50 mn). Furloughs impacted overall Mar24  Jun24  Sep24  Dec24
growth especially for the retail segment while Fintech was the least impacted Promoters 666 666 666  66.6
by furloughs. The company added one 1 mnS$+ client taking the total to 18 Sak industries 457 457 457 457
clients with 1 mnS+ revenue. Company expects demand to rebound in Q4 in Aditya Krishna 209 209 209 209
America as the elections are now behind us. Revenue from top 5 clients reduced Dlis 0.0 0.0 0.0 0.0
to 40% in 9MFY25 vs. 44% in FY24 and contribution from top 10 clients reduced FPls 4.0 35 32 2.9
to 57% vs. 59%. This is line with the company’s efforts to improve their tail & public 243 252 258 264
increase wallet share among top 50 clients. others 5.0 46 23 41

=  EBITDA margins to remain in the range of 17-17.5%- Margins declined by 35 Source: BSE
bps QoQ on the back higher employee cost (hikes given to some employees
from October). Ceptes currently has lower margins compared to Saksoft and Digital engineering to grow at 23.9%
that has dented margins slightly. We expect Ceptes margins to improve CAGR till 2030
considerably over the next one year. We believe margins will stabilize in the
range of 17-17.5% over the next few quarters. Saksoft added 206 technical
employees in Q3FY25 and 437 employees in 9mFY25 on the back of new 2800 3.9 -
acquisitions and strong hiring. 2100 ’

3500 < 3289.4

1400
= Outlook: Saksoft continues to build on its “string of pearls” strategy by acquiring 700 727.2 —Z
companies which add capability, scale and show great potential. The recent o
acquisitions of Ceptes and Zetechno will enable the company to improve its ' 2023 ' 2024 ' 2030 '
offerings in Salesforce and ServiceNow, in-line with what the management has North America Europe
guided. We regard Saksoft as a compelling investment opportunity, benefitting W Aisa-Pacific W Middle east and Africa

. . . . . . . . M Latin America
from sustained IT expenditure in the niche sectors its services and improving

discretionary spends driven by interest rate cuts.

=  Valuation: We expect 21%/22.4%/24.6%Revenue/EBITDA/PAT CAGR between
FY24-27E. We value the company at 25xFY27E PE, resulting in a TP of Rs335 and
an upside of 71%. Key risks: 1) Slower than expected rate cuts 2) discretionary
spends continue to lag in FY26.

Source: Company, MNCL Research
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Y/E Mar (Rs mn) Revenue YoY (%) EBITDA EBITDA (%) PAT YoY (%) EPS RoE RoCE P/E(x) EV/EBITDA (x)
FY22 4,804 24.5% 790 16.45% 633 13.2% 6.33 19.9% 24.0% 39.7 234
FY23 6,656 38.6% 1,082 16.25% 820 12.3% 8.12 20.3% 27.0% 30.6 16.9
FY24 7,616 14.4% 1,366 17.94% 962 12.6% 9.53 19.0% 27.2% 26.1 13.0
FY25E 8,987 18.0% 1,546 17.20% 1,121 12.5% 8.76 18.5% 24.7% 224 14.9
FY26E 10,784 20.0% 1,876 17.40% 1,386 12.9% 10.83 18.9% 25.0% 18.1 11.6
FY27E 13,157 22.0% 2,316 17.60% 1,741 13.2% 13.60 19.3% 25.8% 14.4 8.5

Source: Company, MNCL Research estimates
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Concall key highlights

e  Guidance for upcoming quarters: Company expects topline for FY25 to be in the range of Rs 8.7 bn
to Rs 9 bnvs Rs 7.6 bn in FY24.

e Margins to remain stable: Margins are expected to be in the range of 17-17.5% going ahead.
Utilization levels are expected to peak at near 85% levels.

e Client addition: The number of clients spending over USD 1 million has increased from 17 to 18,
driven by the movement of one customer from the USD 0.5 million to the USD 1 million category.

e Acquisitions: Saksoft Itd has announced the acquisition of Ceptes Software, a Bangalore-based
entity specializing in Salesforce solutions. Ceptes Software caters to 1000+ clients across US, India
& UAE and has a team of 200+ certified Salesforce specialists, offering a comprehensive range of
services including Salesforce implementation, managed services, product development, and
consultancy & advisory. Saksoft has acquired Ceptes Software at 1.85x FY24 Sales (in line with
historical acquisition price of 1.8x — 2x). Saksoft Itd also announced the acquisition of ZeTechno
products & services, a Hyderabad-based entity specializing in ServiceNow. The company is a
ServiceNow Premier Consulting and Implementation Partner.

e Business segments: Fintech and T&L continues to see recovery in Q3. Hi-tech saw flattish growth,
while retail de-grew for the first time in over 3 quarters on account of Q3 being a weak quarter for
retail and furloughs added to the weakness.

e Employee addition: Headcount for technical resources have moved from 1,838 in FY24 to 2,275 as
on 9MFY25, adding 437 technical employees on a global level.

e  Optimistic Outlook for Hi-Tech & ISVs: The Hi-Tech vertical contributes 42% of revenue, with strong
opportunities in the ISV segment. With a large number of ISVs to target in the US, the company is
focusing on Al-led product development, maintenance, and enhancement to expand its presence in
this high-growth market.
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Quarterly financials
Exhibit 1: Quarterly Financials

Y/E March (Rs mn) Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25
Particulars

Net sales 1,821 1,835 1,904 1,928 1,949 2,010 2,153 2,268
Employee cost 800 842 878 886 866 901 1,005 1,101
Other expenses 696 647 668 712 750 759 780 787
EBITDA 325 345 358 330 333 350 368 381
Other Income 7 16 18 12 25 28 39 36
Depreciation 27 27 29 29 34 30 32 31
EBIT 305 334 347 313 324 348 375 386
Interest 6 5 8 11 11 12 22 26
Profit Before Tax 299 329 339 302 313 336 353 361
Tax 49 77 86 76 81 80 91 90
Profit After Tax 250 252 253 225 232 256 262 270
Growth (%)

Revenue 6.0% 0.8% 3.8% 1.3% 1.1% 3.1% 7.1% 5.4%
EBITDA 18.6% 6.2% 3.7% -7.8% 0.8% 5.2% 5.0% 3.5%
PAT 25.9% 0.7% 0.5% -10.8% 2.9% 10.3% 2.2% 3.3%
Margin (%)

Operating EBITDA 17.9% 18.8% 18.8% 17.1% 17.1% 17.4% 17.1% 16.8%
EBIT 16.7% 18.2% 18.2% 16.2% 16.6% 17.3% 17.4% 17.0%
PAT 13.7% 13.7% 13.3% 11.7% 11.9% 12.7% 12.2% 11.9%

Source: Company, MNCL Research
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Financials
Exhibit 2: Income Statement
Y/E March (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E
Revenues 4,804 6,656 7,616 8,987 10,784 13,157
Employee cost 2,095 2,979 3,472 4,134 4,939 6,026
% of revenues 44% 45% 46% 46% 46% 46%
Support / Third party charges 1,639 2,243 2,339 2,768 3,322 4,052
% of revenues 34% 34% 31% 31% 31% 31%
Others 279 353 438 539 647 763
% of revenues 6% 5% 6% 6% 6% 6%
EBITDA 790 1,082 1,366 1,546 1,876 2,316
EBITDA margin (%) 16.5% 16.2% 17.9% 17.2% 17.4% 17.6%
Depreciation & Amortisation 69 100 119 130 150 175
Other income 111 94 70 140 175 225
EBIT 832 1,076 1,317 1,556 1,901 2,366
Finance cost 28 22 35 60 50 45
PBT 804 1,054 1,282 1,496 1,851 2,321
Taxes 171 235 320 375 465 580
Effective tax rate (%) 21% 22% 25% 25% 25% 25%
Reported PAT 633 820 962 1,121 1,386 1,741

Source: Company, MNCL Research estimates
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Exhibit 3: Key Ratios

Y/E March FY22 FY23 FY24 FY25E FY26E FY27E

Growth Ratio (%)

Revenue 25% 39% 14% 18% 20% 22%

EBITDA 23% 37% 26% 13% 21% 23%

Adjusted PAT 39% 29% 17% 16% 24% 26%

Margin Ratios (%)

EBITDA 16% 16% 18% 17% 17% 18%

EBIT 17% 16% 17% 17% 18% 18%

Adjusted PAT 13% 12% 13% 12% 13% 13%

Return Ratios (%)

ROE 20% 20% 19% 18% 19% 19%

ROCE 24% 27% 27% 25% 25% 26%

Turnover Ratios (days)

Debtors 81 64 78 75 75 70

Creditors 22 14 17 20 22 25

Cash conversion cycle 58 50 60 55 53 45

Solvency Ratio (x)

Net debt-equity 0.01 0.00 0.02 0.04 0.02 0.01

Current Ratio 2.2 2.3 1.9 1.8 19 2.0

Per share Ratios (Rs)

EPS 4.9 6.4 7.5 8.8 10.8 13.6

BVPS 25 32 39 47 57 71

Valuation (x)*

P/E 39.7 30.6 26.1 22.4 18.1 14.4

P/BV 7.9 6.2 5.2 4.1 3.4 2.8

EV/EBITDA 30.4 21.8 16.9 14.9 11.6 8.5

Source: Company, MNCL Research estimates
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Exhibit 4: Balance Sheet

Y/E March (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E
Equity Share Capital 100 100 101 128 128 128
Reserves & surplus 3,085 3,945 4,954 5,941 7,225 8,902
Shareholders' fund 3,185 4,045 5,054 6,069 7,353 9,030
Total Debt 40 - 84 262 115 70
Other Liabilities 1,794 2,398 3,988 5,097 6,482 8,258
Total Liabilities 4,615 5,681 7,864 9,708 11,648 14,476
Gross Block 663 751 838 950 1,150 1,200
Less: Acc. Depreciation 3,752 4,763 5,432 6,175 6,900 7,440
Net Block 287 274 295 333 460 456
Goodwill 1,665 1,903 3,270 4,050 4,100 4,300
Sundry debtors (current) 1,062 1,164 1,620 1,847 2,216 2,523
Cash 949 1,436 1,925 2,258 3,410 5,402
Loans & Advances 1 2 17 35 40 45
Other assets 402 563 472 909 1,071 1,284
Total Current Asset 2,518 3,255 4,178 5,089 6,791 9,354
Trade payables 295 257 359 492 650 901
Other current Liabilities 679 858 1,157 1,477 1,920 2,523
Net Current Assets 2,097 2,426 3,685 4,618 4,856 5,121
Total Assets 4,615 5,681 7,864 9,708 11,648 14,476

Source: Company, MNCL Research estimates
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Exhibit 5: Cash Flow Statement

Y/E March (Rs mn) FY22 FY23 FY24 FY25E FY26E FY27E
Operating profit bef working capital changes 834 1,177 1,410 1,546 1,876 2,316
Trade and other receivables -418 -102 -455 -227 -369 -307
Inventories 0 0 0 0 0 0
Trade payables 25 -38 102 132 271 195
g:srertesnt/ non-current financial and other 134 153 84 395 167 219
Changes in working capital 873 1,127 1,493 1,523 2,347 2,811
Direct taxes -171 -286 -326 -375 -465 -580
Cash flow from operations 701 841 1,167 1,148 1,882 2,231
Net Capex -194 -74 -17 -112 -200 -50
Others -433 -520 -620 -210 -225 -25
Cash flow from investments -627 -594 -638 -322 -425 -75
FCF 508 767 1,150 1,036 1,682 2,181
Increase/(decrease) in debt -160 -40 84 176 -153 -55
dividend -55 -65 -75 -102 -102 -64
Others -21 -2 2 -60 -50 -45
Cash flow from financing -236 -107 11 14 -305 -164
Net change in cash -161 140 540 840 1,151 1,992

Source: Company, MNCL Research estimates
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Disclaimer: Monarch Networth Capital Limited ("""MNC'L or "Research Entity") is regulated by the Securities and Exchange Board of India ("SEBI") and is licensed to
carry on the business of broking, depository services and related activities. The business of MNCL and its associates are organized around broad business activities
relating to broking, Commodities, Merchant Banking, AIF, and distribution of mutual funds and insurance products through its group companies. There were no
instances of non-compliance by MNCL on any matter related to the capital markets, resulting in significant and material disciplinary action during the last three
years. This research report has been prepared and distributed MNCL in the capacity of a Research Analyst as per Regulation 22(1) of SEBI (Research Analysts)
Regulations 2014 having SEBI Registration No. INHO00000644.

Broking services offered by Monarch Networth Capital Limited under SEBI Registration No.: INZ000008037 (Member of NSE, BSE, MCX and NCDEX). MNCL CIN:
L65920GJ1993PLC120014. Research services offered by MNCL under SEBI Registration No. INH 000000644. Depository participant with SEBI registration no: IN-DP-
278-2016 and NSDLDP id no IN303052 and Depository participant and CDS: DP ID 1 12035000.The Investor grievance resolution team: 022-30641600 and Toll
Free No. 1800 22 0223.; Email ID: grievances@mnclgroup.com Name of the Compliance Officer for Trading & DP Mr Nikhil Parikh Email IDs:
compliance@mnclgroup.com,

This report does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The
information contained herein is from publicly available data or other sources believed to be reliable. This report is provided 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. Each recipient of
this report should make such investigation as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to
in this document (including the merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The
investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or
passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for
distribution to, or use by, any peers on or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject MNCL and associates / group companies to any registration
or licensing requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons in whose possession
this report comes, should observe, any such restrictions. The information given in this report is as of the date of this report and there can be no assurance that
future results or events will be consistent with this information. This information is subject to change without any prior notice. MNCL reserves the right to make
modifications and alterations to this statement as may be required from time to time. MNCL or any of its associates / group companies shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. MNCL is committed to
providing independent and transparent recommendation to its clients. Neither MNCL nor any of its associates, group companies, directors, employees, agents or
representatives shall be liable for any damages whether direct, indirect, special or consequential including loss of revenue or lost profits that may arise from or in
connection with the use of the information. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. Past performance is not necessarily a guide to future performance. The disclosures of interest statements incorporated in this
report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. The information provided
in these reports remains, unless otherwise stated, the copyright of MNCL. All layout, design, original artwork, concepts and other Intellectual Properties, remains
the property and copyright of MNCL and may not be used in any form or for any purpose whatsoever by any party without the express written permission of the
copyright holders.

Research data and reports published/ emailed/ text messaged via Short Messaging Services, Online Messengers, WhatsApp etc./transmitted through mobile
application/s, including but not limited to FLIP™, Video Widget, telephony networks, print or electronic media and or those made available/uploaded on social
networking sites (e.g. Facebook, Twitter, LinkedIn etc.) by MNCL or those recommendation or offers or opinions concerning securities or public offer which are
expressed as and during the course of “Public Appearance” are for informational purposes only. The reports are provided for assistance and are 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. Though disseminated to
clients simultaneously, not all clients may receive the reports at the same time. MNCL will not treat recipients as clients by virtue of their receiving this report.

The reports are not for public distribution. Reproduction or dissemination, directly or indirectly, of research data and reports of MNCL in any form is prohibited
except with the written permission of MNCL. Persons into whose possession the reports may come are required to observe these restrictions.

MNCL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including network (Internet) reasons or
snags in the system, breakdown of the system or any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or
inability of the MNCL to present the data. In no event shall MNCL be liable for any damages, including without limitation direct or indirect, special, incidental, or
consequential damages, losses or expenses arising in connection with the data presented by the MNCL through this report. We offer our research services to
clients as well as our prospects. Though this report is disseminated to all the customers s simultaneously, not all customers may receive this report at the same
time. We will not treat recipients as customers by virtue of their receiving this report.

MNCL and its associates group companies , officer, directors, and employees, research analyst (including relatives ) may: (a) from time to time, have long or short
positions in, and buy or sell the securities thereof, of company(ies), mentioned herein or (b) be engaged in any other transaction involving such securities and earn
brokerage or other compensation in the financial instruments of the subject company/company(ies) discussed herein or act as advisor or lender/borrower to such
company(ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of
publication of research report or at the time of public appearance. MNCL may have proprietary long/short position in the above-mentioned scrip(s) and therefore
should be considered as interested. The views provided herein are general in nature and do not consider risk appetite or investment objective of any particular
investor; readers are requested to take independent professional advice before investing. This should not be construed as invitation or solicitation to do business
with MNCL.

The recommendations in the reports are based on 12-month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return
basis. It is possible that due to volatile price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of
valuations/return/lack of clarity/event we may revisit rating at appropriate time. The stocks always carry the risk of being upgraded to buy or downgraded to a
hold, reduce or sell. The opinions expressed in the reports are subject to change but we have no obligation to tell our clients when our opinions or
recommendations change. The reports are non-inclusive and do not consider all the information that the recipients may consider material to investments. The
reports are issued by MNCL without any liability/undertaking/commitment on the part of itself or any of its entities.
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Recipients of the research reports should assume that entities of MNCL may receive commission, brokerage, fees or other compensation from the company or
companies that are the subject of the reports. We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of
reports/data/material, may, from time to time have 'long' or 'short' positions in, act as principal in, and buy or sell the securities thereof of companies mentioned
therein or be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as market maker in the financial
instruments of the company/ies discussed therein or act as advisor or lender/borrower to such company/ies or have other potential conflicts of interests with
respect to any recommendation and related information and opinions.

We further undertake that
Research analyst has served as an officer, director or employee of subject Company: No
MNCL has financial interest in the subject companies: No

MNCL'’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the
date of publication of research report. Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the
end of the month immediately preceding the date of publication of research report: No

MNCL may have actual/ beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of
publication of research report: No

Subject company may have been client during twelve months preceding the date of distribution of the research report. No

There were no instances of non-compliance by MNCL on any matter related to the capital markets, resulting in significant and material disciplinary action during
the last three years.

A graph of daily closing prices of the securities is also available at www.nseindia.com A
Analyst holding in stock: No |
Registration granted by SEBI, and certification from NISM for our Research { Y Y, R

Analysts in no way guarantee performance of the intermediary or provide any
assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Key to MNCL Investment Rankings

Buy: Upside by >15%, Accumulate: Upside by 5% to 15%, Hold: Downside/Upside by -5% to +5%, Reduce: Downside by 5% to 15%, Sell: Downside by >15%

Monarch Networth Capital Ltd. (www.mnclgroup.com)

Office: - Unit No. 803-804A, 8th Floor, X-Change Plaza, Block No. 53, Zone 5, Road- 5E, Gift City, Gandhinagar -382355, Gujarat

For U.S. persons only: This research report is a product of Monarch Networth Capital Ltd (MNCL), under Marco Polo Securities 15a-6 chaperone
service, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research
report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the
analyst(s) is/are not subject to supervision by a U.S. brokerdealer, and is/are not required to satisfy the regulatory licensing requirements of
FINRA or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company,
public appearances and trading securities held by a research analyst account.

Research reports are intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a-
6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return
the same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major
Institutional Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by
the SEC in order to conduct certain business with Major Institutional Investors, MNCL has entered into a chaperoning agreement with a U.S.
registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
affected through Marco Polo or another U.S. registered broker dealer.
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