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We maintain our Fair Value of Rs1,900 on the back of robust quarterly performance + 

approval for merger by various stakeholders (final NCLT approval pending). Expleo Solutions’ 

posted exceptional revenue growth – both QoQ and YoY – driven by ramp up in deals won 

and acquisition of Lucid Tech. EBITDA margin came in at 20.1% despite higher employee costs 

and opex predominantly led by increasing productivity, deployment of trainees and cautious 

spending by the company. For the merged entity our thesis on the revenue growth front has 

been playing out and we continue to believe that strong revenue growth should sustain going 

forward as we build in 18.6% CAGR revenue growth during FY22-25E. While EBITDA margin 

has outperformed our estimates for Q1FY23, we continue with our conservative estimates 

owing to the low margin profile of the engineering business and expected increase in 

marketing spends. Given its focus on optimising synergies from the merger, ability to win 

new deals, its capabilities, and its parentage, we believe the runway for growth remains 

strong and continue to remain positive on Expleo Solutions’ long-term prospects.  

 Robust revenue growth continues: Expleo Solutions’ reported revenue of Rs1.2bn; 
growth of 12.2% QoQ (+44.8% YoY) led by acquisition of Lucid tech and synergies from the 
same, early investments in new-age capabilities, and ramp up in the deals won last year; 
management commentary suggests demand for digital services continues to be robust; 
however, they continue to monitor macro developments. Its investment in front-end 
continues to pay off as it added 4 more clients (we had alluded that new client acquisition 
is a target area). We believe that despite exposure to verticals such as automotive and 
aerospace; the intent of the parent to outsource to Indian entities cushions Expleo 
Solutions from volatile marcos– placing it in an advantageous position vs peers. We 
believe that growth momentum should sustain on the back of newly won deals, recent 
acquisition, increase in active clients, and strategy to mine key accounts.  

 Margins continue to surprise: EBITDA margin for the second consecutive quarter came 
above the 20% mark (at 20.1% for Q1FY23) despite increase in employee expense (+10.6% 
QoQ) and operational expense (+22.3% QoQ – includes forex loss of Rs10.43mn without 
which it grew by 19.1% QoQ) driven by operation efficiency coupled with lower ad spends 
and elimination of one-time merger expenses; 17-20% are sustainable levels for the listed 
company. Attrition remains elevated at 30%+ levels, however the company’s hire, train 
and deploy program is limiting impact thereby driving margin expansion. 

 Valuation and rating: We maintain our target PE multiple and arrive at Fair Value of 
Rs1,900 (21x Jun’24 EPS) merged entity considering significant growth visibility and the 
hypothesis that superior growth is generally followed by improvement in valuation and 
multiple re-rating. We believe Expleo is well placed to capture the buoyancy in the QA 
space aided by increased outsourcing from parent + investments in capabilities and front 
end. The merger of high-traction engineering division provides further upside. Risks to the 
thesis: sluggishness in demand, change in management, and hiccups in the merger. 

Consolidated (Rs mn) Q1FY23 Q4FY22 QoQ (%) Q1FY22 YoY (%) 

Revenue 1,274 1,136 12.2 880 44.8 

Employee Cost 624 564 10.6 428 45.7 

Other expenses 394 322 22.3 306 28.7 

EBITDA  256 249 2.9 146 75.8 

EBITDA margin 20.1% 21.9% (182.5)bps 16.6% 354.9 bps 

Depreciation 36 23 56.9 16 127.5 

EBIT 220 226 -54 130 -52 

EBIT margin 17.3% 19.9% (263.1)bps 14.8% 251.9 bps 

Finance Costs 2 4 -32.3 2 19.5 

Other Income 8 26 -69.4 42 -81.3 

PBT 226 248 -9.1 170 32.9 

Tax 54 62 -12.5 42 29.6 

Adj. PAT 171 186 -7.9 128 34.0 

Source: Company, MNCL Research 

Financials (Rs mn) (merged entity) FY20 FY21 FY22P FY23E FY24E FY25E 

Revenue 5,076 5,621 7,506 9,094 10,599 12,507 

EBITDA 1,065 1,188 1,225 1,587 1,929 2,307 

EBITDA margins - % 21 21.1 16.3 17.5 18.2 18.5 

PAT 794 883 688 1,063 1,315 1,592 

EPS (Rs/share) 51 57 44 68 85 103 

ROE - % 21% 22% 14.4% 19.4% 19.7% 19.6% 

P/E (x) NA 24.0 32.6 21.1 17.0 14.1 

Source: MCA, Company, MNCL Research Estimates, FY22P includes financials of unlisted companies  
 

 
 

Fair Value 1,900  Key Data  

   Bloomberg Code 
EXPLEOSO 

IN 

CMP 1,445  Curr Shares O/S (mn) 10.3 

   Diluted Shares O/S(mn) 10.3 

Upside 31.5%  Mkt Cap (Rsbn/USDmn) 14.8/185.9 

Price Performance (%)   52 Wk H / L (Rs) 1874/969 

 1M 6M 1Yr  5 Year H / L (Rs) 1874/112 

EXPLEOSO  IN 23.9 2.4 35.7  Daily Vol. (3M Avg.) 21917 

NIFTY 10.2 1.9 8.2    

Source: ACE Equity, Bloomberg, MNCL Research 
 

 
Shareholding pattern (%) 
 

 Jun-22 Mar-22 Dec-21 Sep-21 

Promoter 56.2 56.2 56.2 56.2 

FIIs        0.0        0.1        0.1        0.2 

DIIs 2.4 2.1 2.2 1.8 

Others 41.4 41.6 41.6 41.8 

 Source: BSE 

 

 

About the company 

Expleo Solutions, is a specialised quality assurance 
company with expertise in the BFSI segment, enabling 
automation and digital transformation for its clients. It is 
backed by the Expleo group, which is predominantly an 
ER&D service provider dominant in European region. 

Source: Company, MNCL Research  

 
 

Understand the merger: https://bit.ly/3Bg3Vyf  
 

 

Number of clients in the USD1-6mn continue to increase  

 

Source: MNCL Research Estimates 

 
 
 
 
 
 
 
 

 
 

                                                                  Srishti Jain 
                                                srishti.jain@mnclgroup.com 
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Expleo Solutions l Fair Value: 1,900 

 Acquisition drives exceptional performance 
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Q1FY23 Conference Call Key Takeaways 

 Demand 

o Despite macro-economic factors the management alluded that demand continues 
to be robust driving increase in the number of active clients to 104 in Q1FY23 from 
100 in Q4FY22 (without addition of Lucid’s clientele), Expleo Solutions also 
managed to carve a larger part of existing customers wallets driven by its early 
investments in next-gen testing, digital transformation capabilities, revival of 
demand for quality assurance services and newly added data management 
capabilities - from the acquisition of Lucid Tech. The company had been focussing 
on investment in the front end to grow direct market including APAC, ME and 
North America 

 Margin:  

o EBITDA margins was above our expectations and sustainable levels owing to 
cautious spending on marketing and elimination of merger expense   

o Sustainable margins for the listed company are expected to be in the 17-20% range 
as the company is building in for accelerated marketing spends, supply side 
headwinds + impact of increased travel  

 Unlisted companies:  

o Revenue growth for the unlisted companies has been slightly lower than that of 
the listed company at ~5-6% QoQ at Rs850mn; while EBITDA margin were ~17.3% 
and PAT margins at ~10.6% 

o Sustainable margin range continues to be lower (15-17%) than that of the listed 
company owing to the margin profile of the ER&D entity wherein capabilities are 
currently skewed towards the low-margin mechanical side of ER&D. The company 
is workings towards transitioning capabilities to win higher-margin digital and 
product engineering deals, which should lead to improvement in margin profile 

o The company expects merger to be completed by end of November/ early 
December 2022 

o Engineering businesses contribution to revenue is expected to increase to ~40-
45% from current 30% in the next few years  

 Geographic break-up: Contribution from North America grew to 12.8% vs 4.3% in Q4FY22 
attributable to Lucid Tech’s exposure to the US. Lucid Tech capabilities revolve around data 
security and governance and Expleo Solutions aims to cross-sell/ up-sell these services to 
its existing clients. Revenue of Lucid for FY22 is ~USD3mn and the purchase consideration 
by Expleo is ~USD3.2-3.5mn.  

 Employee count is expected to increase to ~5,000 (for the merged entity) by end of 
FY23/CY22, the same could reach the 10,000 mark by CY25 

 The company targets to add 12-15 new customers every year and has added 4 new clients 
this quarter  
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Financials in charts 

Exhibit 1: Contribution from digital was sluggish as demand 
for traditional testing witnessed revival 

Exhibit 2: Client mining + investments in frontend drove 
increasing no of clients in the larger USD1-6mn bucket  

  

Source: Company, MNCL Research 

Exhibit 3: Futher increase in USD0.5-1mn deals driving 
revenue visibility 

Exhibit 4: Current hiring in line with expectation of 5,000 
employees by end of FY23 

  
Source: Company, MNCL Research 

Exhibit 5: Active clientele number improved significantly over 
the past 8 quarters 

Exhibit 6: Acquisition of Lucid Tech led increased 
contribution from US 

  
Source: Company, MNCL Research 
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Valuation – Maintain Fair Value to Rs1,900; Thesis playing out  
 

We believe the company is on track to clock 18.6% CAGR growth during FY22-25E on the back of ~33.5% 
YoY growth in FY22 considering its i) improved traction in digital transformation deals owing to early 
investments in digital and tech services, ii) front-end investments leading to increased active clientele 
and increased new wins, iii) Increased outsourcing by parents, and iv) comfort on superior revenue 
growth visibility backed by confident management commentary. We believe margins should start 
inching upwards (currently impacted by the lower-margin profile of ER&D business and supply side 
challenges) towards the 18.5% range in FY25E driven by operational efficiency, synergies from the 
merger and recent acquisition, and limited occurrence of one-off expenses going forward.  

On the capabilities front, we derive comfort from its parent’s heritage and technical abilities: Expleo’s 
parent is a major ER&D player (among the top 10 globally) with expertise in automotive, aerospace, and 
defence. The group has been rated in the same zone as Tata Elxsi and KPIT as per Zinnov considering its 
overall ER&D capabilities (https://bit.ly/3qiJEVs). In the automotive and aerospace ER&D space, Expleo 
is in the leadership zone as per Zinnov’s rating. For Quality Assurance, the company has been placed as 
a Leader by NelsonHall in its 2022 annual report for overall capability as well as a leader in AI & Cognitive 
Testing, Application Security Testing, and Continuous Testing. The Indian CEO and COO have been 
awarded ‘Most Promising Business Leaders of Asia’ by Economic Times in 2022. 

We maintain our target multiple to 21x on its June 2024 EPS considering significant growth visibility and 
the hypothesis that superior growth is generally followed by improvement in valuation, we believe 
Expleo Solution could be a contender for multiple rerating as the company is set on a growth path 
post years of stagnation and it is at inflection point considering i) its merger, ii) transition from quality 
assurance to implementation partner and iii) change in leadership at the parent level. Our conviction 
is further bolstered by the strong parentage which is likely to provide support in times of difficulty 
(particularly by high offshoring to Indian entities) 

 

Valuation  

Exhibit 7: Valuation 

PE Valuation June 2024  

EPS (Rs) 89.2 

PE (x) 21 

Fair Value/ share (Rs) 1870-1,900 

Source: Company, MNCL Research Estimates 

 

 
Earnings Revision – Merged Entity 

Particulars FY23E FY24E 

(Rs mn) New Old Chg (%) New Old Chg (%) 

Sales 
 9,094   9,072  0.2   10,599   10,691  (0.9) 

EBITDA 
 1,587   1,579  0.5   1,929   1,946  (0.9) 

PAT 
 1,063   1,075  (1.1)  1,315   1,342  (2.0) 

Source: MNCL Research Estimates 
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Quarterly Financials and Key Performance Indicators 
 Quarterly Financials 

Y/E March (Rs mn) 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 3QFY22 4QFY22 1QFY23 

Net Sales 758 736 721 793 880 971 1058 1136 1274 

Employee Costs 399 399 375 399 428 454 503 564 624 

Other Expenditure 166 161 209 230 306 354 384 322 394 

EBITDA 194 177 137 165 146 164 171 249 256 

Depreciation 14 14 16 15 16 19 22 23 36 

EBIT 180 163 121 150 130 145 150 226 220 

Interest  3 2 2 3 2 0 2 4 2 

Other Income 16 11 47 7 42 6 5 26 8 

PBT 193 171 166 154 170 151 153 248 226 

Tax  50 45 40 44 42 40 39 62 54 

Effective Tax rate (%) 26.0 26.4 24.0 28.8 24.6 26.7 25.7 25.0 24.0 

Reported PAT 143 126 126 110 128 111 114 186 171 

Y-o-Y Growth (%)          

Revenue 24.6 12.1 5.7 5.1 16.1 31.9 46.8 43.1 44.8 

EBITDA  86.9 23.2 16.8 5.3 -24.7 -7.3 25.0 50.9 75.8 

PAT 113.5 40.6 21.7 -21.5 -10.5 -12.2 -10.0 69.8 42.2 

Q-o-Q Growth (%)          

Revenue 0.4 -2.9 -2.1 10.0 11.0 10.3 9.0 7.3 12.2 

EBITDA  23.5 -8.8 -22.4 20.5 -11.7 12.3 4.6 45.3 2.9 

PAT 2.3 -12.0 0.2 -13.0 16.6 -13.6 2.7 63.9 -7.9 

Margin (%)          

EBITDA  25.5 24.0 19.0 20.8 16.6 16.9 16.2 21.9 20.1 

EBIT 23.7 22.1 16.8 18.9 14.8 14.9 14.1 19.9 17.3 

PAT 18.9 17.1 17.5 13.8 14.5 11.4 10.7 16.4 13.5 

          

Source: Company, MNCL Research 

 

  



 

 

 

6 Expleo Solutions Ltd 

MNCL Research is also available on Bloomberg and Thomson Reuters Company Update 

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. INH000000644. 

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  NSDL DP 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 

 

 

 

 

Analyst holding in stock: NO  

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: - 9th Floor, Atlanta Centre, Sonawala Lane, Opp. Udyog Bhavan, Goregaon (E), Mumbai 400 063. Tel No.: 022 30641600 

 

 

 

 

 

 

 

 

 


