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 Result Snapshot 

Amt. in Rs. Crs. Q1CY20 Q4CY19 Q-o-Q(%) Q1CY19 Y-o-Y(%) 

Revenue 1541.755 1528.817 0.8% 1264.019 22.0% 

Exchange Rate 
Difference 43.417 0.382  -8.254  

Other Income 0.546 0.784  4.074  

Total Income 1585.718 1529.983 3.6% 1259.839 25.9% 

EBITDA 233.598 239.95 -2.6% 188.664 23.8% 

EBIDTA (%) 15.2% 15.7%  14.9%  

EBIT 181.827 204.399 -11.0% 173.837 4.6% 

Profit/Loss in JV  -0.131    

Exceptional Item 0.058 0.198  0.061  

PBT 214.658 202.876 5.8% 169.711 26.5% 

PAT 174.963 167.797 4.3% 138.477 26.3% 

PAT% 11.0% 11.0%  11.0%  

  

 

Result / Con-call Highlights: 

1) Result Update:  

Hexaware reported a revenue of $210.6 mn a drop of 1.1% in constant currency terms compared to Q4 CY19 

revenue of $214.3 mn. In Q1 CY20 EBITDA came in at $31.3 mn whereas EBITDA margin came in at 14.9% 

declining by 80 bps Q-o-Q. Covid-19 impact in Q1 CY20 EBITDA margin is around 100-120 bps. Hexaware’s 

utilization dropped from 78.5% in Q4 CY219 to 76.5% in Q1 CY20 mainly on account of Covid-19; ex-Covid-19 

impact on company’s utilization should have significantly improved Q-o-Q.  The company won $69 mn worth 

new deals in Q1 CY20. 
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 Result / Con-call Highlights: (Continued) 
2) Segmental Update:  

Geography 
% of 
Revenue 

Vertical 
% of 
Revenue 

Horizontal 
% of 
Revenue 

North America 74.2% 
Banking And Financial 
Services 

36.80% 
Application Transformation 
and Management 

42.50% 

Europe 17.8% 
Travel and 
Transportation 

9.90% Enterprise Solution 8.30% 

APAC 8.0% 
Healthcare and 
Insurance 

20.10% Digital Assurance 15.90% 

 

Manufacture and 
Consumer 

17.50% 
Business Intelligence and 
Business Analytics 

11.40% 

Professional Services 15.70% Business Process Services 8.50% 

 
Infrastructure Management 
Service 

13.40% 

 

 

 

 

 

 

 

 

 

Top 5 clients who used to contribute around 41.7%of Q1 CY19 have come down to 34.3% in Q1 CY20.  

 

In the Horizontal segment, IMS (Infrastructure Management Service) was the worst impacted showing de-

growth of 16.5% Q-o-Q, a large part of that is on account of one large client. IMS is also the worst affected by 

Covid-19 as the work cannot be implemented at the places that are shutdown. Going forward, the management 

wants to concentrate the IMS business to high end project and consulting work thereby giving them higher 

margin.   

 

3) Covid-19 Impact: 

The company transitioned to work from home a week before the lockdown was implemented by the central 

government. As of today, 99% of IT work and 80% of BPS in terms of revenue is work from home. In terms of 

Covid-19 impact on revenue, APAC region showed the first impact lasting throughout the quarter; whereas 

Europe showed some impact but also had significant business. North America was the last region to have an 

impact on the revenue but in had the sharpest impact on the revenue. The management expects North 

America’s impact to be carry forwarded in Q2 as well.  

 

Once the lockdown is lifted, the company will be resuming services in their offices in a staggered and 

segmented approach. The management foresees until a vaccine is developed only half of the employees might 

be working from office.  

 

4) Europe has been significantly improving time to time showing a Y-o-Y growth of ~65% and Q-o-Q growth of 

0.4% inspite witnessing a full month impact of Covid-19.  

the company has been redoing its US client hunting strategy,  

 

5) Utilization went down in Q1CY20 and the company expects the utilization levels to go down further in Q2 CY20 

while the normalcy will only return Q3 onwards.   
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 Result / Con-call Highlights: (Continued) 
6) Management has guided that credit periods shall be extended in the near term, but the impact on the DSO 

days shall be in single digit days. 

 

7) Hexaware's clients have been negotiating for better prices & discounts, however to handle this well Hexaware's 

management has adopted pro-active stance to help clients by advising on means to cut project costs thereby 

ensuring the continuity of business volumes.  

 

8) Q1CY20 registered a forex gain of $ 5.79 mn.  Forex Gain/Loss expected in next two quarters basis Q1 closing 

exchange rate of Rs 75.67 per USD are: Q2 CY20 ~  $ -1.0 mn and Q3 CY20 ~ $ 0.7 mn. 

 

9) Outlook:  

The impact of Covid-19 on hexaware has been relatively higher than its Indian peers. We expect both volume 

and price cuts for fresh contracts and renegotiation of existing contracts to keep the EBITDA margins under 

pressure for a few quarters coupled with that management's commentary also directed towards weaker 

guidance for a few quarters ahead.  

 

Hexaware Technologies trades at a trailing valuation of PE 12.07x which is significantly lower than 5 Year 

average value of ~17x fetched by the stock. We believe that the subdued valuation may balance out the covid 

impact on the performance of the near term future. We do not foresee an upside in the near term but that 

doesn't change the business structurally. At the current valuation we assign a HOLD rating to the stock. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

Disclaimer 

 
Methodology & implications of Risk-Reward Quadrant: Ratings on the risk reward quadrant are not to be perceived as riskiness / reward possibilities of the stock price. The risk & the reward terms used 

refer to the risk arising due to misjudgement of estimated financials for the subject company & rewards refer to the greater alignment of actual financials with estimated financials. The perceived risk and 

reward for each entity/individual shall vary and requires personalised assessment and judgement. The subject companies are investments belong to equity asset class which by nature is a highly risky asset 

class each individual/entity shall practice due diligence at their own level before making any investment decisions. PM Securities Equity Research shall in no way be held liable for any variation in perceived 

riskiness / rewards or any losses suffered in the subject company / investment. Please refer to the below disclosures & disclaimers carefully. PM Securities Equity Research (“Research Entity”) is regulated 

by the Securities and Exchange Board of India (“SEBI”) and is licensed to carry on the business of Equity Research. Equity Research. services offered by PM Securities Equity Research under SEBI 

Registration No.: INH000006013; Corporate Office: 406,Atlantic Commercial Towers, RB Mehta Road Ghatkopar East, Mumbai – 400077. Ph: +91-22-62554701 This Report has been prepared by PM 

Securities Equity Research in the capacity of a Research Analyst having SEBI Registration No. INH00000601 and distributed as per SEBI (Research Analysts) Regulations 2014. 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 person 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 PM Securities Equity Research 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. PM Securities Equity Research reserves the right to make 

modifications and alterations to this statement as may be required from time to time. PM Securities Equity Research 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. PM Securities Equity Research is committed to providing independent and transparent 

recommendation to its clients. Neither PM Securities Equity Research 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 PM Securities Equity Research. All layout, design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of PM 

Securities Equity Research 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. PM Securities Equity Research 

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, break down of the system or 

any other equipment, server breakdown, maintenance shutdown, breakdown of communication services or inability of the PM Securities Equity Research to present the data. In no event shall PM Securities 
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the PM Securities Equity Research through this report. We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers simultaneously, not all 
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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 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 
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