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Accenture posts stellar Q2 performance, raises guidance
Accenture’s (ACN) Q2FY21 dollar revenue surpassed guidance by US$ 140mn,
rising 8% YoY and 5.4% CC. QoQ growth at 2.8% USD was among its best Q2
performances in the last decade. Utilisation at 94% was at a 10-year peak. FY21
revenue growth guidance has been hiked to 6.5-8.5% from 4-6% CC guided in
Q1. Bookings held strong at US$ 16bn, (+13% YoY) and consulting and outsourcing
grew 2-4% QoQ USD, signaling good momentum for Indian counterparts for the
Mar’21 quarter. Prefer TCS, HCLT, TECHM (large-caps); LTI, Coforge (mid-caps).
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Strongest ever outsourcing pipeline: ACN’s Q2FY21 (Y/E Aug) deal pipeline
was at an all-time high of US$ 16bn, up by a stellar 13% YoY and 24% QoQ.
The pipeline includes 18 new clients with over US$ 100mn in booking.
Consulting formed 50.1% of the pipeline and grew 11% YoY. Outsourcing
formed the balance 49.9%, increasing by a strong 14% YoY with a strong bookto-bill ratio of 1.4 (vs. 1.2 in Q1FY21), indicating green shoots for Indian IT.
Overall outsourcing revenue rose 13.7% YoY, the highest in the last 11 quarters.
Utilisation at 94% was at a 10-year peak despite ACN increasing its hiring by
50% YoY, indicating a strong demand climate ahead for Indian IT counterparts.

RECOMMENDATION SNAPSHOT

Broad-based growth: Q2 growth was broad-based across verticals, marked by a
double-digit YoY uptick across public and health services, financial services,
communications and hi-tech. Products remained weak with 6% YoY growth
and resources declined 4.3%, USD. The communications and hi-tech vertical
posted the strongest sequential growth at 6%, USD. Pressure moderated in the
troubled verticals of travel, energy and retail (~20% of revenue) which declined
by mid-single digits vs. low double digits in Q1FY21. All geographies saw broadbased growth, led by EMEA. ACN has spent US$ 1.1bn on acquisitions in
H1FY21 and plans to spend a total of US$ 2bn in FY21.
Cloud business accelerates: The company’s key engines of growth are cloud,
industry X (digitised manufacturing), applied intelligence, interactive and
security, of which cloud has continued its strong double-digit growth streak.
ACN saw broader and better-than-expected pickup in demand driven by
cloud. Its US$ 3bn initiative ‘Accenture Cloud First’, which helps enterprises
re-platform their businesses, fuelled strong double-digit growth in the cloud
segment on a high base of more than US$ 12bn, continuing the momentum
from Q1FY21.
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Disclaimer
Recommendations and Absolute returns (%) over 12 months
BUY – Expected return >+15%
ADD – Expected return from >+5% to +15%
REDUCE – Expected return from -5% to +5%
SELL – Expected return <-5%
Note: Recommendation structure changed with effect from 1 January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution
As of 28 February 2021, out of 88 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 42 have BUY ratings, 12 have ADD ratings,
5 are rated REDUCE and 29 are rated SELL. None of these companies have been investment banking clients in the last 12 months.
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subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific
recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of
the equity shares of the subject company, the holdings of the issuer of the research report is also included.
BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the
Risk disclosure document before entering into any derivative transactions.
In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed
in Canada or used by private customers in the United Kingdom.
No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent.
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