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Tata Elxsi Q3FY20 

Financial Results & Highlights 

Introduction 

Tata Elxsi provides product design and engineering services to the consumer electronics, 

communications & transportation industries and systems integration and support services for 

enterprise customers. It also provides digital content creation for media and entertainment industry. 

Standalone Financials (In Crs) 

  Q3FY20 Q3FY19 YoY % Q2FY20 QoQ % 9MFY20 9MFY19 YoY% 

Sales 443.96 404.32 9.80% 398.21 11.49% 1215.99 1220.3 -0.35% 

PBT 102.05 94.41 8.09% 70.43 44.90% 242.68 326.63 -25.70% 

PAT 75.42 65.99 14.29% 49.8 51.45% 174.02 218.67 -20.42% 

 

Detailed Results: 

1. The company saw revenues rise 9.8% YoY and 11.5% QoQ. 

2. The PAT for the company rose 14.3% YoY and 51.45% QoQ respectively. 

3. 9M revenues saw a minor decline of 0.35% while 9M PAT declined 20% YoY mainly due to a decline 

in performance in the past 2 quarters. 

4. Revenue from operations was at its highest level ever at Rs 423.4 Cr. 

5. EPD division grew 9.8% QoQ while IDV grew by 9.9% QoQ. 

6. Transportation vertical grew 10.4% QoQ while Healthcare vertical grew 40.6% QoQ. 

7. The management mentioned that this growth in QoQ performance is mainly due to ramp up in 

large deals won earlier this year and the addition of new customers in electric vehicles, medical 

devices, and OTT segments. 

 

Conference call highlights: 

1. Offshore salary hikes offered in the quarter were around 8% with onsite hikes ranging from 1%-

2%. 

2. The company has seen revenues from JLR bottom out and show modest growth in the quarter as 

compared to the previous 2 quarters. 

3. The company has also started servicing many deals that it has won in the last quarter which has 

resulted in the >10% QoQ growth in transportation division revenues. 

4. The management maintains that the company will continue to look to expand its healthcare 

division aggressively and it sees some large opportunities in this space coming its way in the near 

future. 
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5. The current utilization rate is estimated to be close to 70% and the management has mentioned 

that close to 75% is the sweet spot for the company in terms of utilization rate. 

6. Margins are largely expected to stay within the band of 22-24%. 

7. The big deal wins for the company so far have been 2 tier-1 customers from the USA and 2 OEMs 

in the APAC region. 

8. The management expects deal volumes to rise as the global auto industry recovers in the near 

future. 

9. The company now has a total of more than 160 active customers. 

10. The management has guided that it expects the QoQ growth rate for the auto division to stay at 

5-6% while it expects the growth rate of healthcare division to be much higher owing to the small 

base and aggressive expansion it sees in this segment. 

11. The management has further declared that it expects the healthcare division to rise and form 

around 20-25% of revenues in the next 3 years from the current contribution level of 8%. 

12. The management has also mentioned that the margins earned in the healthcare business are 

higher than other businesses. 

13. The top customers for the company account for 15.7% while the top 5 accounts for 37.8% and the 

top 10 account for 50.8% of total revenues. 

14. The management has explained that since the company specializes in product engineering rather 

than standard IT projects, the team requirements are much smaller and the command pyramid 

structure is much steeper with greater emphasis on product development and R&D. This helps 

differentiate the company from standard IT companies out there. 

15. The company currently has a 40% onsite and 60% offshore mix. 

16. The management has mentioned that despite gaining growth momentum now, it largely expects 

the total performance for FY20 to be flat overall. 

17. Broadly, the work done by the company for the auto industry is in infotainment, autonomous 

driving and driver assistance. 

18. The company is yet to decide on whether to switch to the new tax regime and the management 

has said that it will wait for the upcoming budget to decide on this. 

19. The management has mentioned that there is only one healthcare client within the top 10 

customers of the company. 

20. The cash and cash equivalents for the company at the end of Q3 stood at Rs 600 Cr. 

21. The company is looking for verticals adjacent to its three main ones of auto, media, and healthcare 

for expansion. For example, the company is looking for opportunities in the rail and off-road 

transport segments as these segments may have opportunities similar to the auto segment for 

the company. 

22. The company is currently investing heavily in developing sales verticals in the medical space in the 

USA and EU and it will only add to other divisional sales teams on a need basis whenever required. 

23. The management believes that the growth in the auto division for the company can rise again to 

double digits given the potential of autonomous car technology and the increasing use of 

electronics and software in cars everywhere. 

24. The management has mentioned that forex gain has contributed to around 2% of revenue growth 

in the current quarter. 

25. The company has also been heavily involved in the Nexon EV project for Tata Motors in recent 

times. 

26. The company has plans to add 700 to 800 engineers in the next year, net of attrition. 
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Analyst Views: 

The company had a good quarter with good sequential growth and expansion in all operating sectors. 

The management expects the current growth momentum to persist and cover for the decline in the 

past 2 quarters and maintain flat growth for FY20. The company has seen good growth in the emerging 

medical space and is seeing good signs of growth revival from the auto sector. It remains to be seen 

whether this expected auto sector revival remains sustained and whether the company will be able to 

grow its medical space business at the pace that it is expecting. But given the company’s expertise in 

disruptive technologies like autonomous cars and product engineering in diverse sectors like OTT and 

medical devices, Tata Elxsi remains a potentially good stock to watch out for. 

 

 

If you found this report useful and would like to receive more such investing insights, you can subscribe 

to our updates.  
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