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Weak quarter but bullish commentary

= Weak quarter despite talk of BFSI bottoming out. Significant TCV uptick Girish Pal

) ) o research@bobcaps.in
QoQ from a very weak base. Much discussion on expanded pipelines

= MPHL hints at industry leading growth for FY25 — implies ~2% CQGR

for next three quarters driven by BFSI and top accounts

= CEO hints at likely market share shifts in industry in next 12-24 months
depending on who brings in Al/Gen Al infused solutions to market

2% CQGR required for the next three quarters: MPHL indicated it would lead Ticker/Price MPHL IN/Rs 3,030
industry growth in FY25. And it expects industry to grow in the low-mid single digits Market cap US$ 6.8bn

in FY25. To hit 5% growth in US$ terms in FY25 it will have to grow 2% CQGR. In Free float 40%

the last two quarters since its organic growth moved into the positive territory, 3MADV US$ 41.5mn
growth was 1% CQGR. Recovery in the mortgages business is not part of this view 52wk highflow Rs 3,081/Rs 2,069

0, 0, 0,
as MPHL says it is not clear about the trajectory of mortgage rates in the US. Promoter/FPIDII S2h/29%14%

Source: NSE | Price as of 26 Jul 2024

EBIT margin in line:1QFY25 revenue was down on a QoQ basis by 0.1% in
constant currency terms compared to our expectation of a 2% increase. The EBIT

margin came in at 15% against our expectation of 15.2%. EBIT margin would have Stock performance

been 15.8% had it not been for the amortisation of Silverline acquisition (80bps —MPHL  ——— NSE Nifty (Relative)
impact in the quarter). It stuck to the EBIT margin band of 14.6% to 16% for FY25 ;2:2 ]

Pipeline has grown well: MPHL'’s overall pipeline is up 22% YoY and 17% QoQ. zgzg

Pipeline pickup is broad-based across sectors, top-10, non-top-10, banking and 2:080 1

financial services (BFS), non-BFS, geographies, and large deals (>US$ 20m 1880 +————
accounts). The top-10 pipeline grew by 31% QoQ, non-BFS pipeline by 25%. The 3 % g ZQ 3 % % :a % % g :a 3

BFS pipeline is up 7% QoQ. 78% of the pipeline emerged from proactive deals.

Source: NSE

Top clients have grown ahead of company: MPHL'’s top 10 client accounts grew
1.2% QoQ, and 11 to 30 grew 3.4%. The banking, financial services and insurance
(BFSI) vertical grew by ~1.6%.

Volume destruction in some services likely: MPHL’s CEO Nitin Rakesh indicated
that the industry is pivoting to IT services infused by Al/Gen Al and there is
significant volume destruction across areas like IT operations, contact centres, etc.
Pricing based on number of tickets solved or instances or widgets handled, etc, will
be replaced by pricing based on a different outcome like availability or reduction in
tickets.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures and analyst certifications are provided at the end of the report. ‘
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The CEO believes that part of the reason for the demand slowdown in 2024 was
not just macro factors but customers being uncertain about what to spend on. This
is like the commentary we heard from TCS over the last few quarters. According to
Nitin, things are changing for the better as greater clarity is emerging.

The CEO says that among MPHL clients there is increasing consensus around a
soft landing.

MPHL announced the launch of two market-leading platforms — Mphasis Neo-Zeta
and Mphasis Neo Crux. The first is a platform for transforming legacy applications
written in languages like COBOL or legacy Java to reduce relearning time by over
50%. This is unlocking a large addressable market for applications that are
considered too complex and expensive for modernisation. Neo Crux helps in
improving developer productivity.

Between 40% and 50% of the applications are on cloud today, but the other 50%
are not because the business case doesn't stack up. The complexity of these
applications, their mission-critical nature and, most importantly, the

effort required to re-architect to be truly cloud-native was very expensive. MPHL is
using GenAl to relearn and extract rules and launched the platforms (Mphasis Neo
Zeta and Mphasis Neo Crux) to unlock these modernisation-driven deals.

MPHL admitted to pricing pressure in the market compared to two quarters ago.
Since much of the work it does is based on proactive deal sourcing (93%) it is able
to make the desired margins.

Other key CEO statements on the analyst call and in media interviews:

o Organisations are looking to find short-term savings to fund long-term
technological priorities.

o  While discretionary spends haven't changed vastly compared to the previous
quarter, there has been a gradual pickup in client engagement.

o Of the three large deal wins, one was a US$ 100m win in the BFSI vertical.
o Total contract value (TCV) to revenue conversion has been steady.

o The Gen Al platforms-based approach is opening up areas from an
addressable market perspective, where MPHL was not competitive before as it
was not necessarily the lowest cost provider due to its scale and volume play.

o Ifaplayer does not transform what it delivers to the customer (infusing Gen Al
and reducing the cost of executing the legacy part), then somebody else will.

We are in the process of initiating coverage on the sector and stock soon.

2 29 July 2024



MPHASIS

Fig 1 - 1QFY25 performance

/23 BOBCAPS

TRUST | INNOVATION | EXCELLENCE

Y/E Mar (Rs mn) 1QFY24 4QFY24 1QFY25 YoY (%) QoQ (%) 1QFY25E Dev (%)
USD Revenue (US$ mn) 398 411 410 32 (0.1) 418 (1.7)
Net sales 32,520 34121 34,225 49 0.3 34,851 (2.1)
Direct Costs 23,703 24,558 24,519 36 (0.2) 24,366 (1.2)
% of sales 72.9 72.0 71.6 - 713 -
Gross Profit 8,817 9,563 9,706 8.5 1.5 9,986 (4.2)
% of sales 271 28.0 284 - 28.70 -
Selling expenses 2,035 2,761 2,527 357 (8.5) 2,873 (3.9)
% of sales 6.3 8.1 74 - 8.2 -
G&A expenses 1,787 1,721 2,044 (3.7) 18.8 1,826 (5.8)
% of sales 55 5.0 6.0 - 184 5.2 -
Provision for doubtful debts 0 0 0 - - -
EBIT 4,995 5,081 5,135 1.7 11 5,287 (3.9)
% of sales 154 14.9 15.0 15.2

Other Income 263 143 238 (45.6) 66.4 85 68.2
PBT 5,258 5,224 5,373 (0.7) 29 5,372 (2.8)
Exceptional item 0 0 0 - - -
Provision for tax 1,297 1,291 1,328 (0.5) 29 1,332 (3.1)
Effective tax rate 247 24.7 24.7 - 0.0 248 -
PAT (reported) 3,961 3,933 4,045 (0.7) 29 4,040 (2.7)
NPM (%) 12.2 115 118 - 116 -

Source: Company, BOBCAPS Research

Fig 2 — Pipeline statistics
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* Broad-based pipeline growth across all chosen verticals with US pipeline up by 27% YoY
* BFS pipeline up 7% QoQ and 15% YoY. Top-10 pipeline up 31% QoQ

* Pipeline remains strong, even with healthy TCV wins

* One-third of the pipeline is Al-led
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Fig 3-TCV trends

} Healthy TCV Closures in a Challenging Environment

Focused on Large Deal Wins (>520M TCV)
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* TCV at $319M for Q1FY25. Three large deals in the quarter, including one $100M+ deal
* More than 90% of wins are proactive deals

* Pickup in TCV closures. Broad based TCV wins across verticals and client pyramid

* Conversion from TCV to revenue continues to improve

* LTM TCV wins at $992M

Source: Company, BOBCAPS Research

Fig 4 — Vertical performance picture
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* Key verticals grew sequentially in Direct business
* Focus on new engines of Direct growth paying off

* Healthy revenue ramp-up in new customers across segments

Source: Company, BOBCAPS Research
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION
IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW.

Disclaimer

Name of the Research Entity: BOB Capital Markets Limited

Registered office Address: 1704, B Wing, Parinee Crescenzo, G Block, BKC, Bandra East, Mumbai 400051
SEBI Research Analyst Registration No: INHO00000040 valid till 03 February 2025

Brand Name: BOBCAPS

Trade Name: www.barodaetrade.com

CIN: U65999MH1996G01098009

rogo: B3 BOBCAPS

OVATION | EXCELLEN!

Investments in securities market are subject to market risks. Read all the related documents carefully before investing.
Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Recommendation scale: Recommendations and Absolute returns (%) over 12 months
BUY - Expected return >+15%

HOLD - Expected return from -6% to +15%

SELL — Expected return <-6%

Note: Recommendation structure changed with effect from 21 June 2021

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly in
line with the recommendation scale as shown above.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about
the 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 BOB Capital Markets
Limited (BOBCAPS).

General disclaimers

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE
Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPS'’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives
of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or
advisory board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of
interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on
this material. It is for the general information of BOBCAPS'’s clients. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and Exchange
Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate finance advisory
or any other activity that may affect the independence of its research reports.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not suitable for
all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as
such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information
discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long”
or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or
dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment banking
or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.

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.

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.
Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014
The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date
of publication of this report.
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The research analyst(s) has not received any compensation from the subject company or third party in the past 12 months in connection with research report/activities.
Compensation of the research analyst(s) is not based on any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.
The research analyst(s) has not served as an officer, director or employee of the subject company.
BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS'’s associates may have financial interest in the subject company. BOBCAPS'’s associates may hold actual / beneficial ownership of one per cent or more
securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject
company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in
respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a
merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months.

Other disclaimers

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information obtained
from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been independently
verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a substitute for
enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any securities referred
to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s judgment as of the
date of this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon issuance. This report and
the information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of BOBCAPS and MAYBANK.

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising,
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold harmless
BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the “Losses”)
which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or MAYBANK as a
result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly occasioned by or result
from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.

Distribution into the United Kingdom (“UK”):

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities (London)
Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (‘FCA”) in the United Kingdom (MSL and its affiliates are collectively referred to as
“MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high net
worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant persons”).

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons.

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it available
to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report shall be solely
at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard.

No distribution into the US:

This report will not be distributed in the US and no US person may rely on this communication.

Other jurisdictions:

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or sophisticated
investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate or such other
affiliate as determined by Malayan Banking Berhad.

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.
By accepting this report, you agree to be bound by the foregoing limitations.
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