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High quality, low growth, high valuation  
Tata Elxsi (TELX) posted a soft quarter with a ramp-down in a Media & 

Communication client and a delayed program ramp-up in the Transportation 

vertical. TELX’s growth has normalized, impacted by market-share loss in the 

transportation vertical (50% of its revenue) on account of a higher mix of Tier-1s vs. 

OEMs, increased captive intensity, business mix challenges in the Healthcare 

vertical and macro factors impacting media & telco enterprise client spend. The 

company has integrated the sales/front end of the erstwhile EPD and IDV business 

to drive larger annuity programs. TELX’s ER&D credentials/niche remain 

favourable, but the hyper-accelerated growth trajectory (both revenue/margin) is 

very clearly behind – valuations remain high. We factor 15% EPS CAGR over FY24-

26E following mid-single-digit EPS growth in FY24 after doubling of earnings over 

FY21-23. Maintain SELL on TELX based on 38x FY26E EPS - TELX trades at 54x and 

44x FY25/26E. 

▪ Weak revenue on drop in Media & Communication vertical: Tata Elxsi’s Q4 

revenue print was weak at USD 109mn, -0.6% QoQ CC and 7.2% YoY CC (USD 

111mn HSIE est.) and FY24 revenue growth stood at 9.9% at USD 429mn. Revenue 

in Q4 was impacted by a decline in the Media & Comms vertical which dropped 

sequentially on a ramp-down of a non-T10 customer (-3% QoQ impact). T5 and 

T10 (56% of revenue) accounts posted strong increases at 4.5% QoQ and 5.4% QoQ 

and client concentration has gone back up over the last two years following 

reduction until FY22. Within geography, the decline in US geo is in sync with the 

decline in the Media & Communication vertical, while growth was strong in 

India/RoW. 

▪ Growth dichotomy within Transportation vertical: TELX’s transportation 

vertical posted +1.2% QoQ, impacted by a delay in the ramp-up of a large program 

(expected to ramp-up from end-Q1FY25E). The transportation vertical (51% of 

revenue) at USD 200mn+ revenue grew at 20% in FY24 – while the OEM segment 

within the vertical posted a robust growth of 40%, the tier-1 segment declined. 

TELX has historically been over-indexed in the tier-1 customer segment which has 

now tilted towards OEMs (including the T1 Transportation customer) and 

adjacencies such as off-highway & rail – the faster-growing segment as OEMs are 

increasing spending in areas of software-defined vehicles. Tata Elxsi is currently 

in SDV programs with five global OEMs. We’ve factored 15.5% and 16.8% growth 

for the Transportation vertical over FY25/26E.   

▪ Muted performance in Media & Communication vertical: The Media & 

Communication segment (34% of revenue) for the company has not witnessed 

any growth for nearly two years impacted by the devices sub-segment and macro 

factors driving cost optimization, following a surge in the prior period driven by 

spend in adjacent areas such as OTT & new media. TELX has brought in new 

leadership in the vertical and restructured the sales organization which can 

stabilize the vertical. The key deal that can improve the growth is a multi-year UX 

transformation deal for a leading operator in the MEA region. We’ve factored flat 

growth for FY25E and a 12% recovery for FY26E for the Media & Comms vertical.   

Financial Summary 
YE March (INR bn) Q4FY24 Q4FY23 YoY (%) Q3FY24 QoQ (%) FY23 FY24 FY25E FY26E 

Revenue (USD Mn) 109 102 6.7 110 -1.0 390 429 470 541 

Net Sales 9.06 8.38 8.1 9.14 -0.9 31.45 35.52 38.61 45.70 

EBIT 2.34 2.29 2.2 2.45 -4.5 8.80 9.47 10.24 12.50 

APAT 1.97 2.02 -2.3 2.06 -4.6 7.55 7.92 8.63 10.54 

Diluted EPS (INR) 31.6 32.4 -2.3 33.1 -4.6 121.3 127.2 138.6 169.3 

P/E (x)      61.0 58.1 53.3 43.7 

EV / EBITDA (x)           46.6 42.5 39.0 31.8 

RoE (%)           41.0 34.5 32.0 33.7 

Source: Company, HSIE Research
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Tata Elxsi: Results Review Q4FY24 

 Healthcare & Lifesciences vertical: TELX’s Healthcare & Lifesciences vertical was the 

strongest growth driver on a smaller base until it was impacted by the regulatory & 

compliance changes in the medical devices industry. Since then, growth in the vertical 

has normalized and is now expected to grow closer to the company average. The 

company’s recent deal with ‘Drager’ for an offshore development centre to drive R&D 

in the medical devices segment (similar to the Aesculap deal from an earlier period) 

can aid growth. We’ve factored growth at 9.5% and 14.5% for FY25E and FY26E 

respectively in Healthcare & Lifesciences vertical. 

Industry-leading margins: TELX’s operating margins remain industry-leading on 

account of a superior delivery mix, pricing supported by design-led differentiation and 

platforms, and lower third-party dependence. We expect TELX’s margins to remain at 

current levels, supported by improvement in utilisation and SG&A leverage from 

better growth in T10 accounts. We’ve factored EBITDAM at 29.3% and 30.2% for FY25E 

and FY26E following 29.5% in FY24. The drop in Q4 margin by 70bps to 28.8% (29% 

HSIE est.) was largely on account of flat revenue and increased headcount.  

Growth in headcount: Tata Elxsi net hired 178 in Q4 and 1,535 in FY24 to take the total 

headcount to 13.4k. The increase in capacity creation by 13% in FY24 can partially 

address the demand for FY25E. The company plans to induct 1,500 to 2,000 freshers in 

FY25E and is expanding its presence both offshore (Pune) and onshore. 

Outlook: We expect the Transportation vertical to drive growth and FY25E and the 

Media & Communication vertical to recover in FY26E translating to 9.6% growth and 

15.0% growth for the company over FY25E and FY26E respectively. Notwithstanding 

the business cyclicality, large accounts in the Transportation and Media & Comms 

vertical are expected to remain steady in the near term (exhibit: 9). Factored EBITDAM 

at 29.3% and 30.2% (29.5% in FY24), translating to an EPS CAGR of 15.5% over FY24-

26E. Maintain SELL on TELX with a TP of INR 6,435 based on 38x FY26E EPS (INR 169) 

near its 5Y average multiples. At CMP, TELX trades at 53x and 44x FY25E and FY26E. 
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Exhibit 1: Quarterly Financial Snapshot 

Particulars (INR bn) 
Q4 

FY24 

Q4 

FY23 

YoY 

(%) 

Q3 

FY24 

QoQ 

(%) 
FY24 FY23 

YoY 

(%) 

Net Revenues (USD mn) 109 102 6.7 110 (1.0) 429 390 9.9 

Net Revenues 9.06 8.38 8.1 9.14 (0.9) 35.52 31.45 13.0 

Employee benefit expense 4.96 4.29 15.6 4.93 0.6 19.10 15.98 19.5 

Gross Profit 4.10 4.09 0.2 4.21 (2.7) 16.43 15.47 6.2 

Other Expenses 1.48 1.59 (6.7) 1.51 (1.5) 5.96 5.86 1.8 

EBITDA 2.61 2.50 4.6 2.70 (3.3) 10.46 9.61 8.9 

Depreciation 0.28 0.21 30.8 0.25 8.4 0.99 0.81 22.2 

EBIT 2.34 2.29 2.2 2.45 (4.5) 9.47 8.80 7.6 

Other Income 0.34 0.26 31.1 0.35 (3.6) 1.22 0.74 65.2 

Interest expense 0.05 0.04 20.8 0.06 (10.4) 0.20 0.16 25.1 

PBT 2.62 2.50 4.9 2.74 (4.3) 10.49 9.38 11.9 

Tax 0.65 0.49 34.4 0.68 (3.2) 2.56 1.82 40.7 

APAT 1.97 2.02 (2.3) 2.06 (4.6) 7.92 7.55 4.9 

E/o (adj for tax) - -  -  - -  

RPAT 1.97 2.02 (2.3) 2.06 (4.6) 7.92 7.55 4.9 

Source: Company, HSIE Research  

 

Margin Analysis 

 Q4 

FY24 

Q4 

FY23 

YoY 

(bps) 

Q3 

FY24 

QoQ 

(bps) 
FY24 FY23 

YoY 

(%) 

Employee expense % Net 

Revenues 
54.8 51.2 356 54.0 81 53.8 50.8 295 

Gross Profit Margin (%) 45.2 48.8 (356) 46.0 (81) 46.2 49.2 (295) 

Other Expenses % Net Revenues 16.4 19.0 (260) 16.5 (10) 16.8 18.6 (184) 

EBITDA Margin (%) 28.8 29.8 (96) 29.5 (71) 29.5 30.6 (111) 

EBIT Margin (%) 25.8 27.3 (149) 26.8 (97) 26.7 28.0 (132) 

Tax Rate (%) 25.0 19.5 549 24.7 27 24.5 19.4 501 

APAT Margin (%) 21.7 24.0 (231) 22.6 (84) 22.3 24.0 (171) 

Source: Company, HSIE Research 
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Exhibit 2: Cyclicality in revenue growth 

 

Source: Company, HSIE Research 

 
Exhibit 3: New segmental structure (SDS)  Exhibit 4: EPD & IDV combined to drive larger 

programs 

 

 

 
Q4FY24 

(Revenue 

USD mn) 

QoQ %, 

CC 

YoY %, 

CC 

FY24 

(Revenue 

USD mn) 

YoY %, 

CC 

Transportation - SDS 54.4 1.2 16.4 207.9 20.4 

Media & 

Communications - 

SDS 

35.6 -4 -4.6 147.1 -2.6 

Healthcare& Life 

Sciences - SDS 
14.9 0.2 7.2 58.3 7.6 

Others -SDS 0.8 48.4 19.4 3.3 2.9 

Total Software 

Development & 

Services (SDS) 

105.7 -0.4 7.2 416.7 9.3 

System Integration & 

Support (SIS) 
3.0 -6.4 4.6 12.0 18.6 

Total Revenue 108.8 -0.6 7.2 428.7 9.6 
 

Source: Company, HSIE Research, Note SDS denotes Software 

Development & Services (erstwhile EPD+IDV) 

 Source: Company, HSIE Research 

 
Exhibit 5: Steady and industry leading margins 

 

Source: Company, HSIE Research 
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Exhibit 6: TELX - Performance by geography 

% of revenue  Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 

Europe 34.7 35.5 37.5 40.0 40.5 40.4 

USA 42.8 41.4 40.3 39.6 37.4 36.1 

India 16.2 17.3 17.0 15.5 16.4 17.3 

RoW 6.3 5.8 5.3 4.9 5.7 6.3 

Total 100.0 100.0 100.0 100.0 100.0 100.0 

 

Growth QoQ % Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 

Europe 6.6 4.6 7.0 10.2 4.2 -1.3 

USA 3.8 -1.1 -1.3 1.5 -2.8 -4.5 

India 2.2 9.2 -0.3 -5.9 8.9 4.5 

RoW 8.2 -5.9 -7.3 -4.6 19.7 9.5 

Total 4.7 2.2 1.5 3.2 2.9 -1.0 

 

Growth YoY % Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 

Europe 24.5 17.6 26.2 31.5 28.5 21.3 

USA 19.1 13.1 4.3 2.7 -3.8 -7.1 

India 14.2 18.1 4.7 4.7 11.5 6.7 

RoW -9.6 -21.3 -6.7 -10.0 -0.4 15.9 

Total 17.7 12.6 10.9 12.1 10.1 6.7 

Source: Company, HSIE Research 

Exhibit 7: Client metrics – concentration has increased 
 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 

Top-5 % of revenue 38.4 39.8 42.0 44.5 43.8 46.2 

Top-10 % of revenue 48.0 49.4 51.9 53.2 52.5 55.9 

Source: Company, HSIE Research 

Exhibit 8: Supply side metrics 

(Nos) Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 

Total employees 11,607 11,864 12,286 12,871 13,221 13,399 

Net addition (nos) (72) 257 422 585 350 178 

Attrition (%) 18.4 17.3 15.6 13.7 12.9 12.4 

Source: Company, HSIE Research 
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Exhibit 9: Strong growth indicators from enterprise clients (JLR & Comcast) 

 

Source : Company, HSIE Research 

 
Exhibit 10: Improving payout, yet valuations expensive 

 

Source: Company, HSIE Research, Note: FY22 included special dividend of INR 24, KPITTECH (Not rated) as per Bloomberg Consensus 
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Exhibit 11: Change in estimates 

YE March (INR bn) FY25E Old FY25E Revised Change % FY26E Old FY26E Revised Change % 

Revenue (USD Mn) 477  470  (1.5) 555  541  (2.6) 

Revenue 39.86 38.61 (3.1) 47.17 45.70 (3.1) 

EBIT  10.54 10.24 (2.9) 13.01 12.50 (3.9) 

EBIT margin (%) 26.5 26.5 7bps 27.6 27.4 -24bps 

APAT 8.85 8.63 (2.4) 10.92 10.54 (3.4) 

EPS (INR) 142.0 138.6 (2.4) 175.3 169.3 (3.4) 

Source: Company, HSIE Research 

 

Exhibit 12: TELX trading at higher valuations vs peers  Exhibit 13: TELX P/E (1-yr fwd) Trend 

 

 

 

Source: Company, Bloomberg, HSIE Research  Source: Bloomberg, HSIE Research 

 

  



 

Page | 8 
 

 Tata Elxsi: Results Review Q4FY24 
 

Financials  
Consolidated Income Statement  

YE March (INR bn) FY22 FY23 FY24 FY25E FY26E 

Net Revenues (USD mn) 331  390  429  470  541  

Growth (%) 34.3% 17.7% 9.9% 9.6% 15.0% 

Net Revenues            24.71             31.45             35.52             38.61             45.70  

Growth (%) 35.3% 27.3% 13.0% 8.7% 18.4% 

Employee Expenses            12.88             15.98             19.10             21.19             24.32  

SG&A Expenses              4.17               5.86               5.96               6.10               7.59  

EBITDA              7.66               9.61             10.46             11.32             13.78  

EBITDA Margin (%) 31.0% 30.6% 29.5% 29.3% 30.2% 

EBITDA Growth (%) 46.6% 25.5% 8.9% 8.2% 21.7% 

Depreciation              0.55               0.81               0.99               1.08               1.28  

EBIT              7.10               8.80               9.47             10.24             12.50  

Other Income (Including EO Items)              0.45               0.74               1.22               1.32               1.57  

Interest              0.09               0.16               0.20               0.20               0.20  

PBT              7.45               9.38             10.49             11.36             13.87  

Tax (Incl Deferred)              1.96               1.82               2.56               2.73               3.33  

RPAT              5.50               7.55               7.92               8.63             10.54  

APAT              5.50               7.55               7.92               8.63             10.54  

APAT Growth (%) 49.3% 37.4% 4.9% 9.0% 22.1% 

Adjusted EPS (INR)              88.3             121.3             127.2             138.6             169.3  

EPS Growth (%) 49.3% 37.4% 4.9% 9.0% 22.1% 

 Source: Company, HSIE Research 

 

Consolidated Balance Sheet  
YE March (INR bn) FY22 FY23 FY24 FY25E FY26E 

SOURCES OF FUNDS      

Share Capital - Equity 0.62 0.62 0.62 0.62 0.62 

Reserves 15.39 20.23 24.43 28.32 33.06 

Total Shareholders Funds 16.01 20.86 25.06 28.94 33.69 

Total Debt - - - - - 

Net Deferred Taxes (0.09) (0.12) (0.24) (0.24) (0.24) 

Long Term Provisions & Others 1.58 1.99 2.35 2.35 2.35 

TOTAL SOURCES OF FUNDS 17.50 22.73 27.17 31.06 35.80 

APPLICATION OF FUNDS      

Net Block 2.51 3.17 3.83 3.31 3.57 

Goodwill & intangibles 0.20 0.16 0.13 0.16 0.19 

Other Non-current assets 0.33 0.28 0.34 0.34 0.34 

Total Non-current Assets 3.26 3.69 4.32 3.83 4.12 

Debtors 5.54 8.57 9.72 10.56 12.50 

Other Current Assets 1.76 2.65 2.07 2.25 2.66 

Cash & Equivalents 11.04 12.61 15.51 19.21 22.12 

Total Current Assets 18.34 23.83 27.31 32.03 37.30 

Creditors 0.84 1.03 0.86 0.93 1.10 

Other Current Liabilities & Prov. 3.26 3.75 3.60 3.88 4.51 

Total Current Liabilities 4.10 4.79 4.46 4.81 5.61 

Net Current Assets 14.24 19.04 22.85 27.22 31.68 

TOTAL APPLICATION OF FUNDS 17.50 22.73 27.17 31.06 35.80 

Source: Company, HSIE Research 
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Consolidated Cash Flow  
YE March (INR bn) FY22 FY23 FY24P FY25E FY26E 

Reported PBT 7.45 9.38 10.49 11.36 13.87 

Non-operating & EO items (0.21) (0.54) (0.74) (1.32) (1.57) 

Interest expenses 0.09 0.16 0.20 0.20 0.20 

Depreciation 0.55 0.81 0.99 1.08 1.28 

Working Capital Change (1.00) (3.10) (1.35) (0.71) (1.62) 

Tax Paid (2.06) (1.85) (2.58) (2.73) (3.33) 

OPERATING CASH FLOW 4.83 4.87 7.01 7.89 8.83 

Capex (0.71) (0.64) (0.83) (0.56) (1.54) 

Free cash flow (FCF) 4.12 4.23 6.18 7.33 7.29 

INVESTING CASH FLOW (1.08) (2.02) (2.70) 0.76 0.04 

Interest Expenses (0.09) (0.16) (0.20) (0.20) (0.20) 

FCFE 4.02 4.07 5.98 7.13 7.09 

Dividend (2.99) (2.65) (3.78) (4.75) (5.80) 

FINANCING CASH FLOW (3.08) (2.81) (3.98) (4.95) (6.00) 

NET CASH FLOW 0.66 0.03 0.33 3.70 2.87 

Closing Cash & Equivalents 11.04 12.61 15.51 19.21 22.12 

 Source: Company, HSIE Research 

Key Ratios  
 FY22 FY23 FY24 FY25E FY26E 

PROFITABILITY (%)      

 GPM             47.9             49.2             46.2             45.1             46.8  

 EBITDA Margin             31.0             30.6             29.5             29.3             30.2  

 APAT Margin             22.2             24.0             22.3             22.4             23.1  

 RoE             37.2             41.0             34.5             32.0             33.7  

 RoIC (or Core RoCE)             93.0             85.5             65.7             66.2             74.4  

 RoCE             34.9             38.2             32.4             30.2             32.0  

EFFICIENCY      

Tax Rate (%) 26.3 19.4 24.5 24.0 24.0 

Fixed Asset Turnover (x) 8.2 8.4 8.4 8.4 8.4 

 Debtors (days)               82                99              100              100              100  

 Other Current Assets (days)                26                31                21                21                21  

 Payables (days)                12                12                  9                  9                  9  

 Other Current Liab & Provns (days)                45                40                33                33                33  

 Cash Conversion Cycle (days)                50                78                80                80                80  

 Debt/EBITDA (x)                 -                   -                   -                   -                   -    

 Net D/E (x)              (0.7)             (0.6)             (0.6)             (0.7)             (0.7) 

Interest Coverage (x) 75 54 47 51 63 

PER SHARE DATA (INR)      

EPS            88.3           121.3           127.2           138.6           169.3  

CEPS               97              134              143              156              190  

Dividend               67                61                70                76                93  

Book Value             257              335              402              465              541  

VALUATION      

P/E (x) 83.8 61.0 58.1 53.3 43.7 

P/BV (x) 28.8 22.1 18.4 15.9 13.7 

EV/EBITDA (x) 58.7 46.6 42.5 39.0 31.8 

OCF/EV (%) 1.1 1.1 1.6 1.8 2.0 

FCF/EV (%) 0.9 0.9 1.4 1.7 1.7 

FCFE/Mkt Cap (%) 0.9 0.9 1.3 1.5 1.5 

Dividend Yield (%) 0.9 0.8 0.9 1.0 1.3 

Source: Company, HSIE Research  
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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. It should not be considered 

to be taken as an offer to sell or a solicitation to buy any security.  

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. This report should not be construed as an invitation or solicitation to do business with HSL. 

HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail 

and/or its attachments.  

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position 

in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving 

such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the 

company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other 

potential conflict of interests with respect to any recommendation and other related information and opinions.  

HSL, 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 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.  

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, 

securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from 

time to time or may deal in other securities of the companies / organizations described in this report. As regards the 

associates of HSL please refer the website. 
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HSL or its associates might have managed or co-managed public offering of securities for the subject company or might 

have been mandated by the subject company for any other assignment in the past twelve months.  

HSL or its associates might have received any compensation from the companies mentioned in the report during the period 

preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings, 

corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or 

specific transaction in the normal course of business.  

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third 

party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any 

material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on 

any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports 

that are inconsistent with and reach different conclusion from the information presented in this report.  

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served 

as an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject 

company or third party in connection with the Research Report.  

HDFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. 

Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066  

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600  

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400 

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. 

No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI 

Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193  

Investment  in  securities  market  are  subject  to  market  risks.  Read  all  the related documents carefully before investing. 

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before 

investing. 

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee 

performance of the intermediary or provide any assurance of returns to investors. 
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