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We revise our Fair Value to Rs1,480 (earlier Rs1,420) with revisions in our FY22/FY23 

estimates driven by strong growth visibility and high demand witnessed across segments. 

The company posted impressive revenue growth of 10% QoQ (+32% YoY) driven by increasing 

share of digital services coupled with buoyancy in specialised testing services (led by early 

investments in next-gen services as highlighted in our recent note) and we believe that this 

strong revenue growth should sustain going forward. The company’s margin profile 

witnessed expansion sequentially despite persisting supply issues and we believe margins 

are likely to further expand from current levels. Given the company’s focus on digital 

transformation and specialised quality assurance services, we believe the leeway for growth 

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

 Highest-ever quarterly revenue: Expleo Solutions’ reported highest ever quarterly 
revenue of Rs971mn; growth of 10.3% QoQ (+31.9% YoY), driven by increasing share of 
digital services and buoyancy in specialised testing services; demand was broad-based and 
across geographies. Contribution from group remains stable at ~21%, indicating growth 
from group has been similar to that witnessed by direct sales for the company. We believe 
that this growth momentum should sustain for the next few quarters on the back of newly 
won deals, high demand for digital and tech services, and buoyancy in the industry.  

 Margins improve from lows of Q1FY22: EBITDA grew by 12.3% sequentially to Rs164mn 
while EBIDTA margins witnessed a slight expansion of 29bps QoQ to 16.9%, however, 
contracted by 712bps from highs of Q2FY21. We believe supply-side issue should linger 
for a few more quarters but as trainees and bench’s utilisation increases, operational 
efficiency should come into play. To mitigate supply-side risks, the company is working 
towards its ‘hire, train and deploy’ strategy under the Expleo Academy. We believe 
margins to improve in the upcoming quarters and the management has highlighted 
margins should be sustainable in the 18-20% range.  

 PAT: Profit after tax came in at Rs111mn, a decline of 14% QoQ and 12.2% YoY; majorly 
impacted by one-off merger related expenses and forex loss of Rs26mn.   

 Valuation and rating: We maintain our target PE multiple of 18x to arrive at Fair Value of 
Rs1,480 - merged entity (earlier Rs1,420). We believe the company is well placed to 
capture the buoyancy in the quality assurance space led by shorter deliveries, faster time 
to market, and a growing outsourcing trend. Expleo Solutions’ capabilities to handhold 
clients through their digital transformation journey in a cost-effective manner further 
builds our conviction and the merger of high-traction engineering division provides 
further upside. Risks to the thesis: muted European demand, change in management, and 
hiccups in the merger. 

Consolidated (Rs mn) Q2FY22 Q1FY22 QoQ (%) Q2FY21 YoY (%) 

Revenue 971 880 10.3 736 31.9 

Employee Cost 454 428 6.0 399 13.8 

Other expenses 354 306 15.4 161 119.5 

EBITDA  164 146 12.3 177 -7.3 

EBITDA margin 16.9% 16.6% 29.7 bps 24.0% (712.6)bps 

Depreciation 68 52 32.0 67 1.2 

EBIT 145 130 -6 163 -45 

EBIT margin 14.9% 14.8% 16.8 bps 22.1% (720.9)bps 

Finance Costs 0 2 -87.0 2 -89.4 

Other Income 6 42 -85.4 11 -42.1 

Exceptional Item                         -                            -                       NA                         -    NA 

PBT 151 170 -11.1 171 -11.9 

Tax 40 42 -3.7 45 -11.0 

13Adj. PAT 111 128 -14 126 -12.2 
 

Source: Company, MNCL Research 

Financials (Rs mn) (merged entity) FY20 FY21 FY22E FY23E FY24E 

Revenue 5,076 5,538 6,963 8,237 9,474 

EBITDA 1,065 1,131 1,239 1,516 1,810 

EBITDA margins - % 21.0 20.4 17.8 18.4 19.1 

PAT 794 883 936 1,160 1,397 

EPS (Rs/share) 51.2 56.9 60.3 74.8 90.0 

ROE - % 21% 21.1% 19.7% 21.0% 21.3% 

P/E (x) NA 20.5 19.4 15.6 13.0 
 

 
 

Fair Value 1,480  Key Data  

   Bloomberg Code 
EXPLEOSO 

IN 

CMP 1,169  Curr Shares O/S (mn) 10.3 

   Diluted Shares O/S(mn) 10.3 

Upside NA  Mkt Cap (Rsbn/USDmn) 12/161 

Price Performance (%)   52 Wk H / L (Rs) 1384/442 

 1M 6M 1Yr  5 Year H / L (Rs) 1384/112 

EXPLEOSO  IN 2% 67% 146%  Daily Vol. (3M Avg.) 16202 

NIFTY 1s% 23% 42%    

Source: ACE Equity, Bloomberg, MNCL Research 
 

 
Shareholding pattern (%) 
 

 Sep-21 Jun-21 Mar-21 Dec-20 

Promoter 56.17 56.17 56.17 56.17 

FIIs        0.27        0.42 0.27 0.00 

DIIs 1.83 1.24 1.24 0.99 

Others 41.83 42.17 42.32 42.84 

 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  
 

 

Earnings Revision 
Particulars FY22E FY23E 

(Rs mn) New Old 
Chg 
(%) 

New Old 
Chg 
(%) 

Sales 6,963 6,543  6.4   8,237  7,526  9.4  

EBITDA 1,239 1,230  0.8  1,516  1,467  3.3  

PAT  936  929  0.7  1,159  1,124  3.1  

Source: MNCL Research Estimates 

 
 
 
 
 
 
 
 
 
 
 

 
 

                                                                  Srishti Jain 
                                                srishti.jaini@mnclgroup.com 

INDIA l Institutional Research l IT l 15th November 2021  

Expleo Solutions l BUY l Fair Value: 1,480 

 Exploring uncharted territory 
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Q2FY22 Conference Call Key Takeaways 

 Demand environment is strong and traction is witnessed across geographies; same is 
expected to continue in the medium term  

 Outsourcing for the company has reached the levels of 65% in Q2FY22, however the levels 
of 60% seem sustainable 

 The company won 2 major deals in the Q3/Q4FY21 (an insurance giant in the South Asian 
territory and a global card and payments tech provider) and the same buoyed revenues 

 PAT was impacted due to notional forex loss plus merger expense; most of the merger 
expense is captured in H1FY22 (stamp-duty expense related to merger not yet captured)   

 Margin expansion levers are majorly dependent on increasing operating efficiency and 
increasing contribution from digital services as scope for margin expansion from group 
offshoring is limited 

 Employee count increased to 1276 (excluding consultants); Expleo Solutions has hired ~350 
graduates under an upskilling program in their ‘hire, train and deploy’ strategy; these 
graduates are expected to be available for projects in January 2022. Apart from this, for 
2022 the company plans to hire 700 additional employees to increase employee count to 
~5000 (for the merged entity) 

 Coimbatore facility is up and running with the intention to create a talent pool so as to 
efficiently cater to the high demand witnessed.  

 Management highlighted that unlisted entities are growing at high teens in terms of 
revenue 

 Group is aiming for double-digit growth (revenue for CY20 was EUR 900mn) and intends to 
leverage Indian capabilities to be cost-competitive. For the group, split between ER&D and 
quality assurance services is 65-35% 

 European organisations have traditionally been laggards at adopting digital transformation 
however, the pandemic has resulted in a shift in approach. We believe the company could 
benefit from this shift adopted by European entities  

 Unlisted entities have grown in line with the trend witnessed in the listed entity; demand 
continues to be robust  

 

Why we like Expleo Solutions? 

 Backed by MNC parent; Change in leadership at parent level with intention to grow 
outsourcing 

 Increasing digital offering with early investments in the same; ~29% of revenue 

 Domain expertise in legacy business with traction in addressable market 

 Addition of ER&D capability 

 Strong financials, sustainable margins and high return ratios  

 Upskilling/ reskilling workforce; hiring increased 

 Strategic Alliances/ Partnerships 

 Agile; its positioning enables the company to adapt disruption rapidly 

 Industry tailwinds; technology at a multiyear upcycle 

 

 



 

 

 

3 Expleo Solutions Ltd 

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

Financials in charts 

 

Exhibit 1: Exhibit 7: Digital revenue continuing to grow at a 
faster pace  

Exhibit 2: Larger deal wins of USD1-6mn in FY22 
contributing to revenue growth 

  
Source: Company, MNCL Research 

Exhibit 3: Offshore contribution continues to increase 
buoyed by the pandemic 

Exhibit 4: Current hiring in line with expectation of 5000 
employees by end of FY23 

  
Source: Company, MNCL Research 

Exhibit 5: DSO cooling down from high levels witnessed 
during the pandemic Exhibit 6: Revenue break-up (geography wise) 

  
Source: Company, MNCL Research 
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Valuation - Revise Fair Value to Rs 1,480 (earlier Rs1,420); 
robust revenue growth to sustain in the medium term 
Considering the company’s current ‘hire, train and deploy’ program, Parent’s vision to leverage 
Indian capabilities, management intention to continue with the hiring trend in order to cater to the 
high demand and merger of unlisted entities with the Expleo Solutions, we believe Expleo Solutions 
is gearing for the next phase of growth.  

The merger of the unlisted entities would enable : (i) addition of product development and 
engineering capabilities, (ii) expand industry expertise beyond BFSI, (iii) provide operational 
synergies, and (iv) increase outsourcing share from the MNC parent, further helping the unmerged 
company pose as a ‘one stop solution’ provider and target larger deals and clients.  

The strong revenue growth in last 3 consecutive quarters further builds our conviction and we 
believe strong momentum should sustain in medium term filliped by the broad based demand 
witnessed across geographies. The revenue growth is driven by (1) accelerated digital investment, 
(2) exposure to high tech led BFSI sector with domain expertise, and (3) expertise in specialized and 
next-gen testing. 

Intrinsic Valuation  

 Valuation 

PE Valuation Sept’ 23 

EPS (Rs) 82 

PE (x) 18 

Fair Value/ share (Rs) 1,480 

Source: Company, MNCL Research Estimates 

 

Expleo Solutions’ positioning in the digital transformation space, prospects of improved 
outsourcing especially by the parent, increasing demand for testing led by disrupting technology, 
need for cybersecurity and its positioning as ‘One Stop Solution’ provider with ER&D play builds our 
conviction that even though the company is small, the addressable opportunity for the company is 
huge. We believe its investments in terms of sales resources and entry into direct market (in US, 
Philippines, Middle East, etc.) should further improve growth avenues. Its financials, compared to 
the likes of any Mid-cap/ Small-cap peer, showcases its strength across all domains, however, we 
believe that the valuations do not reflect the same. The company has shown resilience and 
consistently maintained decent margins and return ratios despite underperformance in top-line 
driven by its long relationship with clients and cost-effective measures while emphasizing on 
quality.  

At CMP, the stock is trading at an attractive valuation of 13.0x on FY24E EPS. We have assigned 18x 
multiple on its Sept’23 EPS as we believe early investments in digital and tech services, execution 
capabilities, high demand (QA and ER&D space), increase in hiring, and increased outsourcing of 
the parent provides strong growth visibility for the merged entity. 
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Quarterly Financials and Key Performance Indicators 
 Quarterly Financials 

Y/E March (Rs mn) 3QFY20 4QFY20 1QFY21 2QFY21 3QFY21 4QFY21 1QFY22 2QFY22 

Net Sales 682 755 758 736 721 793 880 971 

Employee Costs 463 398 399 399 375 399 428 454 

Other Expenditure 101 201 166 161 209 230 306 354 

EBITDA 117 157 194 177 137 165 146 164 

Depreciation 13 13 14 14 16 15 16 19 

EBIT 104 144 180 163 121 150 130 145 

Interest  3 3 3 2 2 3 2 0 

Other Income 43 34 16 11 47 7 42 6 

PBT 144 174 193 171 166 154 170 151 

Tax  40 35 50 45 40 44 42 40 

Effective Tax rate (%) 27.9 19.9 26.0 26.4 24.0 28.8 24.6 26.7 

Reported PAT 104 140 143 126 126 110 128 111 

Y-o-Y Growth (%)         

Revenue -2.4 15.2 24.6 12.1 5.7 5.1 16.1 31.9 

EBITDA  52.1 25.1 86.9 23.2 16.8 5.3 -24.7 -7.3 

PAT 113.9 49.6 113.5 40.6 21.7 -21.5 -10.5 -12.2 

Q-o-Q Growth (%)         

Revenue 3.8 10.7 0.4 -2.9 -2.1 10.0 11.0 10.3 

EBITDA  -18.1 33.6 23.5 -8.8 -22.4 20.5 -11.7 12.3 

PAT 15.8 34.8 2.3 -12.0 0.2 -13.0 16.6 -13.6 

Margin (%)         

EBITDA  17.2 20.8 25.5 24.0 19.0 20.8 16.6 16.9 

EBIT 15.2 19.1 23.7 22.1 16.8 18.9 14.8 14.9 

PAT 15.2 18.5 18.9 17.1 17.5 13.8 14.5 11.4 

         

Source: Company, MNCL Research 
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Disclaimer: Monarch Networth Capital Limited (hereinafter MNCL), a publically listed company, is engaged in services of retail broking, credits, portfolio management 

and marketing investment products including mutual funds, life & general insurance and as such prepares and shares research data and reports periodically with 

clients, investors, stake holders and general public in compliance with Securities and Exchange Board of India Act, 1992, Securities And Exchange Board Of India 

(Research Analysts) Regulations, 2014 and/or any other applicable directives, instructions or guidelines issued by the Regulators from time to time.  

Research report is a written or electronic communication that includes research analysis, research recommendation or an opinion concerning securities or public 

offer, providing a basis for investment decisions. The views expressed therein are based solely on information available publicly/internal data/other reliable sources 

believed to be true. The information is provided merely as a complementary service and do not constitute an offer, solicitation for the purchase or sale of any financial 

instruments, inducement, promise, guarantee, warranty, or as an official confirmation of any transactions or contract of any kind.  

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 include projections, forecasts and other predictive statements which represent MNCL’s assumptions and expectations in the light of currently available 

information. These projections and forecasts are based on industry trends, circumstances and factors which involve risks, variables and uncertainties. The actual 

performance of the companies represented in the report may vary from those projected. The projections and forecasts described in this reports should be evaluated 

keeping in mind the fact that these-  

 are based on estimates and assumptions  

 are subject to significant uncertainties and contingencies  

 will vary from actual results and such variations may increase over a period of time  

 are not scientifically proven to guarantee certain intended results  

 are not published as a warranty and do not carry any evidentiary value.  

 are not based on certain generally accepted accounting principles  

 are not to be relied on in contractual, legal or tax advice.  

Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without notice. Reports based 

on technical analysis is focused on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as 

such, may not match with a report on a company's fundamentals.  

Though we review the research reports for any untrue statements of material facts or any false or misleading information, , we do not represent that it is accurate 

or complete and it should not be relied on in connection with a commitment or contract whatsoever. Because of the possibility of human, technical or mechanical 

error by our sources of transmission of Reports/Data, we do not guarantee the accuracy, adequacy, completeness or availability of any information and are not to 

be held responsible for any errors or omissions or for the results obtained from the use of such information. MNCL and/or its Affiliates and its officers, directors and 

employees including the analysts/authors shall not be in any way responsible for any indirect, special or consequential damages that may arise to any person from 

any inadvertent error in the information contained in the reports nor do they take guarantee or assume liability for any omissions of the information contained 

therein. Information contained therein cannot be the basis for any claim, demand or cause of action. These data, reports and information do not constitute scientific 

publication and do not carry any evidentiary value whatsoever.  

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. Opinions expressed 

therein are our current opinion as of the date appearing on the report only. Data may be subject to update and correction without notice. While we endeavour to 

update on a reasonable basis the information discussed in the reports, there may be regulatory, compliance, or other reasons that prevent us from doing so.  

The reports do not take into account the particular investment objectives, financial situations, risk profile or needs of individual clients. The user assumes the entire 

risk of any use made of this information. Each recipient of the reports should make such investigation as deemed necessary to arrive at an independent evaluation 

of an investment in the securities of companies referred to in such reports (including the merits and risks involved).  

Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. 

Investors may lose his/her entire investment under certain market conditions. Before acting on any advice or recommendation in this material, investors should 

consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of investments referred to in research 

reports and the income from them may fluctuate. Transaction costs may be significant in option strategies calling for multiple purchase and sales of options. Foreign 

currencies 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. Investors in securities such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk.  

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.  

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.  
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We further undertake that-  

 No disciplinary action has been taken against the research analyst or MNCL by any authority in connection with their respective business activity.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have financial interests and material conflict of interest in the subject 
company.  

 MNCL, Research analysts, persons reporting to research analysts and their relatives may have actual/beneficial ownership of 1% or more in the subject 
company’s securities, at the month immediately preceding the date of publication of this research report.  

Past performance is not a guide for future performance, future returns are not guaranteed and investors may suffer losses which may exceed their original capital.  

The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in 

this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. 

Distributing/taking/sending/dispatching/transmitting this document in certain foreign jurisdictions may be restricted by law, and persons into whose possession this 

document comes should inform themselves about and observe any such restrictions. Failure to comply with this restriction may constitute a violation of any foreign 

jurisdiction laws.  

The user should consult their own advisors to determine the merits and risks of investment and also read the Risk Disclosure Documents for Capital Markets and 

Derivative Segments as prescribed by Securities and Exchange Board of India before investing in the Indian Markets.  

 

 

 

 

 

 

 

 

 

 

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 

 

 

 

 

 

 

 

Exhibit 9: Expleo Solutions’ Price Chart 

 
Source: Bloomberg  
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