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Revenue growing 11% YoY to Rs. 869.5 Crs, remaining flat on a QoQ basis, and
achieving a 9.4% YoY increase in US dollar terms to $103 million. EBITDA margin stood
at a healthy 16.2%, absorbing the impact of salary hikes and currency headwinds,
showcasing resilience in operations. Profit After Tax (PAT) grew significantly by 26%
YoY to Rs. 94.7 Crs, reflecting strong profitability. The company maintains a solid order
book of $250 million, with an additional $40 million deal expected in Q4FY25,
indicating strong future revenue visibility. Operational efficiency improved, with Days
Sales Outstanding (DSO) reduced from 96 to 89 days, and borrowings declined to Rs.
602 Crs, aided by a loan prepayment of Rs. 45 Crs. Gross cash reserves stood at a
robust Rs. 497 Crs, providing financial stability. While total headcount decreased to
5,260 from 5,505, this reflects strategic workforce optimization to maintain margins
and enhance operational efficiency.

We recommend a buy on the stock, supported by the company’s optimistic regional
growth outlook, strategic focus on margin maintenance, and effective rebalancing
with targeted headcount growth. Additionally, Al is expected to strengthen the
company's competitive edge across various practices and verticals, including
healthcare and SGS.

We had initiated coverage on Mastek Ltd on 24™ July 2024 with a target of Rs. 3,279
(report link) which subsequently got achieved on 22™ November 2024. However, we
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are quite confident of company's business growth prospects and its strategies. Hence,
we continue with our Buy rating on the stock, valuing its FY26E EPS of Rs.146 at a PE of
23x, thereby setting a target price of Rs. 3,351, a potential upside of 22%. The recent
correction in the stock price of 19% presents a unique opportunity to re-enter at
current levels for the said target price.

Optimistic Regional Growth with Strategic Focus on Margins: UK, US, and EMEA

The company holds a positive outlook for its UK business, anticipating strong growth
in FY26, supported by a healthy backlog. While margin expansion is not a priority, the
focus remains on sustaining current margin levels. The macroeconomic environment,
particularly government spending in healthcare, is expected to drive growth, with a
revival in investments emphasizing prevention and data-driven decision-making. In the
US, the company sees potential for a 100-200 basis point margin improvement but is
prioritizing growth over margin expansion.

Steady growth is expected in North America over the coming quarters, with the full
realization of growth potential anticipated in the H1FY26. Despite some
unpredictability, the company remains optimistic about the US economy’s long-term
positive trajectory. In the EMEA region, efforts are directed toward improving margins
through better account planning, targeting the right client base, and enhancing
quality, ensuring sustainable growth and profitability.

Stable Growth in US, Strategic Margin Maintenance in the UK

The company expects to maintain mid-teens margins in the US, with healthy backlog
and growth. In the UK, large deals are impacting margins, but the company is working
to sustain its current margin profile through offshoring and resource optimization.

Investors are advised to refer disclosures made at the end of the research report.
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Strategic Rebalancing and Select Growth

The company’s headcount for the quarter decreased to 5,260 from 5,505 in
September 2024, driven by operational rebalancing, particularly in EMEA. Headcount
growth is expected in select areas like US services and UK businesses. The company is
shifting from subcontractors to employees to maintain margins but is also increasing
subcontractor usage in specific regions. In the UK, increased onshore hiring in the
public sector is expected to temporarily impact margins.

Q3FY25 Earning Concall Highlight:

The company's Salesforce business is expected to experience phenomenal growth in
demand for Oracle Salesforce and data applications in the coming quarters, driven by
the impact of Al. Current spending on Oracle, Salesforce, and digital modernization
remains high, particularly on packaged applications.

Net new customer acquisition for Oracle continues to be strong, especially in the US
and Europe, reflecting robust demand for new consumption.

Margin:

The company expects to maintain US margins in the mid-teens, providing a cushion to
support growth. It anticipates healthy improvements in backlog, along with growth in
both top-line and margin performance in the coming quarters.

In the UK, large deals are being secured at the expense of margins. The company is
actively working to sustain its current margin profile through initiatives such as
offshoring and reassessing its resource pyramid.

Geography

UK: The company maintains a positive outlook for its UK business going forward and
anticipates high growth in FY26, driven by a strong backlog. While it does not plan to
expand margins in the UK, the focus remains on sustaining current margin levels. The
macroeconomic environment in the UK is expected to support healthy growth, with
healthcare being a key area of government spending. There is a revival in spending in
the UK, particularly in the healthcare sector, with an emphasis on prevention and
data-driven decision-making.

US: In the US, there is potential for a 100-200 basis point improvement in margins.
However, the company is prioritizing growth over margin expansion. Steady growth is
expected in North America over the coming quarters, with full growth potential
anticipated to materialize starting in the first half of the next fiscal year. The company
has a positive outlook for the US market, believing that the economy will eventually
take a positive turn and support overall growth, despite some unpredictability.

EMEA: The company's focus in the EMEA region is on improving margins through
enhanced account planning, targeting the right client base, and driving quality
improvements.
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Employee Headcount:

The total headcount for the quarter stood at 5,260, a decrease from 5,505 in
September 2024. The reduction was primarily driven by efforts to rebalance
operations, with headcount cuts in areas with lower revenue per resource, particularly
in the EMEA businesses. The company anticipates headcount growth in select areas,
such as US services and UK businesses, to support its growth plans. As part of an
initiative to maintain its margin profile, the company is transitioning from
subcontractors to employees.

However, it is also increasing the use of subcontractors in certain areas instead of
expanding employee headcount. In the UK, the company is experiencing increased
onshore hiring, particularly in the public sector, which is expected to impact margin
profiles in the short term.

Al Strategy:

Mastek is adopting an Al-first approach across all its businesses and services, taking
full control of its Al priorities. The company's Al strategy is built on three core pillars:
innovation and automation, the Al Engineering practice, and the Small Language
Model (SLM) practice.

The Al Engineering practice and SLM practice are set to launch in January. These
developments are enhancing existing capabilities, including the introduction of
ADOPT.AI, an advanced Oracle Cloud implementation methodology. Al is also being
leveraged in the data business, highlighted by the launch of Lightbeam, an Al-driven
data modernization tool that secured its first deal during the quarter Q3FY25.

Al is expected to enhance the company's edge across various practices and verticals,
such as healthcare and SGS. It is also anticipated to drive growth in Oracle, Salesforce,
and data applications in the coming quarters. Discussions with customers around Al-
led efficiency and growth initiatives have increased, reflecting heightened activity and
engagement.

Internally, the company is sharpening its Al execution capabilities to achieve greater
operational efficiency, enabling it to accomplish more with fewer resources. The
application of Al to internal processes is expected to shift the ratio of headcount
growth relative to revenue growth.
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Q3FY25 Result Update

Particulars (INR Cr) Q3FY25 | Q2FY25 | Q3FY24 | Growth (%) | 9MFY25 | 9MFY24
C C C Q-0-Q| Y-0-Y C C
Revenue 869.5 867.4 7843| 0% | 11% 2549.8| 2275.1
Expenditure 728.9 724.3 650.7| 1% 12% 2142.1| 1891.5
EBITDA 140.7 143.1 133.5| -2% | 5% 407.7 383.6
Other Income 9.5 5.0 3.4| 88% |181% 18.7 10.6
Profit Berfore Tax 121.7 117.2 101.7| 4% | 20% 337.5 296.5
Tax 31.0 0.3 24.0( - 29% 58.4 75.8
Profit After Tax 90.7 116.9 77.7|-22% | 17% 279.1 220.7
Exceptional item 4.0 11.8 0.0 - - 15.7 -4.1
Non Controlling Interest 0.0 0.0 2.4 - - 0.0 8.3
Net - Profit After Tax 94.7 128.7 75.3|-26% | 26% 294.9 208.2
OPM 16.2% 16.5% 17.0% 16.0% 16.9%
PATM With Exceptional Item 10.9%| 14.8% 9.6% 11.6% 9.2%
PATM Without Exceptional Item 10.4%| 13.5% 9.9% 10.9% 9.7%

Revenue: The company's revenue for the quarter remained flat at Rs. 869.5 Crs on a
QoQ basis but increased by 11% YoY. In US dollar terms, the revenue grew by 9.4%
YoY, reaching $103 million.

EBITDA: EBITDA margin for the quarter stood at 16.2%, reflecting a reduction of 30
basis points QoQ. This decline accounts for the salary hikes implemented for a
segment of employees in August (Q2FY25) and the remaining workforce effective
October. These adjustments impacted EBITDA by approximately 160 basis points.
Additionally, currency headwinds due to the depreciation of the GBP against the USD
further affected margins.

PAT: Profit After Tax for the quarter was Rs.94.7 Crs, representing a 26% YoY growth.

Order Book: The company's 12-month order backlog stands at $250 million, with an
additional $40 million deal expected to be added in Q4FY25.

Collection Days: The Days Sales Outstanding (DSO) improved, reducing from 96 days
to 89 days.

Gross Cash: Gross cash as of Q3FY25 stood at Rs.497 Crs.

Borrowings: Borrowings for the quarter decreased to Rs.602 Crs from Rs.641 Crs in
Q2FY25, following a loan prepayment of approximately Rs.45 Crs.

Employee Headcount: The total headcount for the quarter was 5,260, down from
5,505 in September 2024.
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Story In Charts

Exhibit 02: Revenue Split by Service Lines (Figures Rs. Crs)

Exhibit 03: Revenue Split by Verticals (Figures Rs. Crs)
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Exhibit 04: Order book and growth (Figures Rs. Crs)

Source: Mastek, Systematix PCG Research

Exhibit 05: Client addition, Focus towards more > USD 1, 3, 5 Mn Client
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Exhibit 06: Client concentration Exhibit 07: Geographical revenue split for Q3FY25
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Exhibit 09: On Site Vs Off Shore employee split

Exhibit 08: Improvement in employee attrition
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Financial Summary

Revenue from Operations

2,184 2,563 3,055 3,505 4,266

Expenses 1,721 2,108 2,546 2,925 3,523
Depreciation and Amortisation 43 67 90 77 86
Net Interest Cost 8 25 44 47 64
Other income 36 38 16 16 15

Exceptional items- gain 0 25 -4 12 0

Tax expense 115 117 75 113 142
Attriutable to minority interest 38 17 11 13 16

Fixed Assets including investment property, Capital WIP 65 66 60 57 53
Intangible Assets incl right of Use of assets & goodwill 780 1,681 1,891 1,970 2,048
Investments &Other non current assets 12 14 19 23 29
Loans & other Financial Assets 42 31 36 34 35

74 108 129 129 129

Non current tax Assets including defered tax assets

Cash & Cash equivalents including bank balances 767 208 383 406 433
Receivables 436 507 541 604 659
Investments 15 56 77 89 104

Other current assets incl financial assets

Share capital

Long Term Borrowings 121 269 313 343 388
Non current Lease liablities and provisions 35 56 62 35 25
Non current deffered tax liablities 21 30 34 34 34

Other financial liabilities 237 276 99 75 42

EPS

Growth (%)
Book Value
Growth (%)

P/E (x)
P/CEPS (x)
P/BV (x)

EV

EV/Sales (x)
EV/EBITDA (x)

ROE
ROA
ROCE

EBITDA
EBIT
PBT
PAT

Current Ratio

Cash Ratio

98 96 97 116 146
19% -2% 1% 19%  26%)|
407 581 681 741 814
-1%  43% 17% 9%  10%

279 286 282 236 188
112.6 1181 1265 1411 1735
67 47 40 3.7 34
7,769.4 8,610.9 8,604.8 8,631.9 8,667.7
36 34 28 25 2.0
168 189 169 149 117

26%  20% 15% 16%
12%  10% 9% 9%
21%  14% 12% 13%

21%  18% 17% 17%
19%  15% 14% 14%
21%  17% 13% 14%
14%  11% 10% 10%

Interest Coverage Ratio (x) 0.0 0.1 0.1 0.1
Net D/E (x) 04 01 01 0.1
Net Debt/ EBITDA (x) 1.0 05 0.3 0.3

1.4
0.4

1.5
0.3

1.8
0.9

1.7
0.3

19%|
11%|
14%

17%|
15%|
14%|
11%|

0.1
0.1
0.3

15
0.3

Trade Payables 187 183 220 240 259 Sales 27%  17% 19% 15%  22%
Short Term borrowings 69 102 173 214 250 Expenses 27%  22% 21% 15% 20%)
Current Lease liablities and provisions 32 43 43 32 32 EBITDA 27% -1% 12% 14%  28%
Other current liablities incl financial liablities 438 286 519 552 589 Interest Cost 5% 222% 80% 6% 36%
Contract liabilities incl Current tax liability, net 125 121 114 128 144 PBT 32% 5% -10% 25% 26%
PAT 41% -1% 2% 19%  26%
Cash EPS 12% 5% 7% 12%  23%|
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personal views about any or all of the subject securities or issuers referred to in this research report, (2) no part of my/our compensation
was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report by Systematix
Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain
independence and objectivity in making any recommendations.

Disclosure of Interest Statement Update
Analyst holding in the stock (%) None
Served as an officer, director or employee No

ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:

1.  The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.
2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of
the end of the month immediately preceding the distribution of the research report.
3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.
4.  The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any
other products or services from the company(ies) covered in this report in the past twelve months.
5.  The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this
report in the previous twelve months.
6.  SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection
with this research report.
7.  The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report.
8.  The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report.
9. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
10. Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report:
Sr. No. Particulars Y/N
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months N
for investment banking transaction by SSSIL.
) Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) N
covered in the research report.
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research N
report.
4 Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the N
company(ies) covered in the research report in the previous twelve months.
Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant
5 banking or brokerage services or any other products or services from the company(ies) covered in the research N
report in the last twelve months.

EXPLANATION TO RATINGS: BUY: TP>15%; ACCUMULATE: 5%<TP<15%; HOLD: -5%<TP<5%; REDUCE: -15%<TP<-5%; SELL: TP<-15%
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DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the 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.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or
complete and one should exercise due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not
complete and 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. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. All
opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information contained in
the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is
intended for distribution to PCG investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that 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 to SSSIL or its affiliates to any registration or licensing requirement within such jurisdiction. If this
report is inadvertently sent or has reached any individual in such country, especially USA, the same may be ignored and brought to the attention of the
sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or Japan or distributed,
directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or
providing to a third party a link, is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the
recipient and may not be further distributed by the recipient to any third party.

SSSIL generally 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, SSSIL generally prohibits its analysts and persons reporting to analysts from serving
as an officer, director, or advisory board member of any companies that they cover. Our salespeople, traders, and other professionals or affiliates may
provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary to the opinions expressed herein.
Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein. The
views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the compensation
of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this
report. The compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the
revenues of the Systematix Group as a whole, of which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may
provide important inputs to its affiliated company(ies).

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. SSSIL, 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 the 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.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures 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 (financial interest) or act as a market maker in the financial instruments of the 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. The views expressed are those of the analyst and the company may or may not subscribe to the views expressed
therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of
originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the
foregoing, in no event shall SSSIL, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability
for any damages of any kind. The company accepts no liability whatsoever for the actions of third parties. The report may provide the addresses of, or
contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the company has not reviewed the
linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company shall
have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no
event shall SSSIL 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 SSSIL through this presentation.
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consult their investment and tax consultants before taking any investment decisions based on this report.
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