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R Systems | BUY | TP: Rs 470 | Upside: 54%

Margins shine; growth to rebound in Q2
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R Systems' Q1CY26 results were in line with our estimates. CC revenue growth was muted

Target Price

470

Key Data

at 0.5% QoQ, weighed down by ME exposure (Novigo: ~50%), post-acquisition accounting Bloomberg Code RSYS: IN

adjustments, and slower deal wins. EBITDA margins came in slightly ahead our estimatesat ™" 305 (I;jrrtS:asr:s O/S {mn) 1185

17.5% (our estimate - 17.2%) on lower SG&A; but we expect it to settle at 16.4-16.6% by ol/:(,in) e 1185

H2CY27 as Al investments ramp up. However, ACV of USD 82.4mn (+7.7% QoQ) signals Upside 54% Mkt Cap (Rsbn/USDbn) 35.8/0.4

strong deal momentum, with Al-led deal wins adding confidence. Our earnings estimates ~ Price Performance (%) 32 WhH /LIRS 4971229

for CY26/27E are broadly unchanged. We trim our target multiple due to evolving quality of Prv 12“: _;’j _1;: aily Vol. (3 Ave.) 2002

deals (including concerns relating to size of deals) and de-rating across the sector led by Al . .. ., .. .,

disruption risks. Assigning 20x CY27e EPS, we arrive at a TP of Rs 470. Considering recent fall  source: Bloomberg, MNCL Research

in stock price and attractive valuations, we Retain BUY. Shareholding pattern (%)

*  Muted revenue growth, recovery expected from Q2CY26: R Systems posted Mar26 Dec28 Sep28 Jun23
3.5%/29.9% QoQ/YoY revenue growth in rupee terms. In CC terms, revenue grew ' omoer 519 519 519 519
0.5%/22.9% QoQ/YoY. Assuming Novigo’s contribution to be ~USD 5-5.5mn, rest of the Flls 3.8 36 36 36
business reported de-growth of 2.0%+ QoQ. R Systems transitioned Novigo's revenue Dils 86 9.4 8.9 88
recognition from gross to net in Q1CY26, which is already factored into our numbers. Others 35.8 352 356 35.7
Novigo was further pressured by ME geopolitical headwinds, which account for ¥~50%+ of ~ “source: BSE
its revenue. Despite near-term drag, ACV momentum points to a stronger CY26 and Al-
led deal wins of USD 1-2mn each, reflect early but meaningful progress in capturing the . -

. . Earnings Revision
demand from Al led transition from clients.
Particulars CY26E CY27E

= Margins beat on lower SG&A; Q2 normalization likely: Margins grew by 60bps /160 bps (Rs mn) New  Old Chg (%) New old Chg (%)
QoQ/YoY to 17.5% aided by lower SG&A and consolidation of Novigo’s full quarter Sales 2,412 24906 0% 28173 28100 0.3%
numbers (22% margin). Utilization has come down to 80.4% and is expected to remain in EBITDA 4105 4050  1.4% 4,671 4,597 1.6%
the similar range, going ahead. Q1 margins came ahead of our estimates, but we expect PAT 2,236 2227 0.4% 2,674 2,633 1.5%
margins to deteriorate over the next few quarters on account of ramp up in Al
investments and acceleration in hiring. Hence, we believe that margins would remain in
the range of 16.4-16.6% over next few quarters vs 17.5% in Q1CY26. Other income was
higher due to change in accounting policy. Interest costs were higher on account of
debenture payment from NCD raised in Q4CY25.

Vinay Menon

®=  Outlook: We re-iterate that R Systems will continue to deliver 11-12% CC growth despite vinay.menon@mnclgroup.com

the tepid demand environment. Growth would be backed by its Al-led frameworks, NISM: 201600112117

strong GTM strategy and presence across Hi-tech enterprises which are quick at adopting

Al. Deal wins in the range of USD 1-2mn along with momentum in GCC’s for mid-tier Miloni Mehta

companies would help accelerate the growth. Amidst all concerns related to Al reducing miloni.mehta@mnclgroup.com

the dependency of enterprises on IT services companies, we believe R Systems will NiSM:201800127664

continue to thrive as they focus on discretionary work (over routine work), integrating Al

across service lines and deep vertical specialization across its segments.

=  Valuation, view and risks: We are factoring 18.1/20.0/19.2% Revenue/EBITDA/PAT

CAGR over CY25-28E, which includes contribution from Novigo. Our estimates for
CY26/27E are broadly maintained, as Q1 trends were largely in line with expectations.
However, we have cut our target multiple to 20x (from 27x earlier), reflecting a more
cautious stance on the broader IT services sector. The lowering of valuation multiple
captures risks around Al-driven disruption to traditional service models and a prolonged
delay in discretionary spending revival. We roll our estimates to Q1CY28e EPS and arrive
at a TP of Rs 470. Retain BUY. Key risks - Any new update from US based frontier model
companies that threaten the offshore model, delayed decision making from clients and
lower spends from existing top 50 clients.

Y/E Mar (Rs mn) Revenue YoY (%) EBITDA EBITDA (%) PAT  PAT Margin (%) EPS RoE RoCE P/E(x) EV/EBITDA (x)

CY23 16,845 11.1% 2,523 15.0% 1,401 8.3% 11.8 16.4% 27.2% 25.6 13.4

CY24 17,417 3.4% 2,540 14.6% 1,312 7.5% 11.1 15.2% 21.2% 27.3 13.4

CY25 19,582 12.4% 3,067 15.7% 1,862 9.5% 15.7 15.2% 19.9% 19.3 11.7

CY26E 24,412 24.7% 4,105 16.8% 2,236 9.2% 18.9 16.2% 20.0% 16.1 8.5

CY27E 28,173 15.4% 4,671 16.6% 2,674 9.5% 22.6 17.0% 21.1% 13.4 7.1

CY28E 32,219 14.4% 5,300 16.4% 3,150 9.8% 266 17.3%  21.9% 11.4 5.8

Source: Company, MNCL Research Estimates
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Exhibit 1: Actual vs Estimates
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Particulars (Rs mn) Q1CY26 Q1CY26E  Var(%) Comment

Revenue 5,748 5,790 -0.7

EBITDA 1,006 994 1.2

EBITDA margin (%) 17.5 17.2 1.9

PAT 654 553 18.3  Higher other income led to beat in PAT numbers
Source: MNCL Research Estimates

Exhibit 2: Revision in estimates

Particulars CY26E CY27E

(Rs mn) New old Chg (%) New old Chg (%)
Sales 24,412 24906 -2.0% 28,173 28,100 0.3%
EBITDA 4,105 4050 1.4% 4,671 4,597 1.6%
EBITDA Margin (%) 16.6% 16.3% 30bps 16.4% 16.4% -
PAT 2,236 2227 0.4% 2,674 2,633 1.5%
EPS 18.9 18.8 0.5% 22.6 22.3 1.3%

Source: Company, MNCL Research Estimates

We have cut our revenue estimates for CY26e on account of geopolitical tensions impacting Novigo’s business (50%), however we have maintained our CY27e
numbers as we expect the situation to normalize here on. However, we have increased our EBITDA margin estimates for CY26e to factor in Q1CY26 performance
and maintained our CY27 estimates margin estimates. In-line with our revision in EBITDA, we have revised our Adjusted PAT estimates.

Exhibit 3: Quarterly results comparison

Y/E March (Rs mn) Q1CY26 Q1CY25 Yoy Q4CY25 QoQ
Particulars

Net sales 5,748 4,425 29.9% 5,551 3.5%
Net Raw mat cost 3,597 2,985 20.5% 3,544 1.5%
Other operational expenses 1,144 734 56.0% 1,072 6.8%
Operating EBITDA 1,006 705 42.6% 935 7.5%
Other Income 202 23 784.2% 30 575.3%
Reported EBITDA 1,207 728 65.8% 965 25.1%
Depreciation 215 146 47.3% 193 11.2%
EBIT 992 582 70.4% 772 28.6%
Interest 96 15 543.7% 68 40.7%
Profit Before Tax 896 567 58.0% 704 27.4%
Tax 242 181 33.5% 94 158.5%
Profit After Tax 654 386 69.5% 610 7.3%

Source: Company, MNCL Research.

R Systems International Ltd




Quarterly financials

Exhibit 4: Quarterly Financials
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Y/E March (Rs mn) Q2CY24 Q3CY24 Q4CY24 Q1CY25 Q2CY25 Q3CY25 Q4CY25 QiCY26
Particulars

Net sales 4,320 4,441 4,490 4,425 4,620 4,986 5,551 5,748
Employee cost 2,973 2,997 2,991 2,985 3,049 3,294 3,544 3,597
Other expenses 734 761 793 734 869 971 1,072 1,144
Operating EBITDA 613 683 706 705 702 721 935 1,006
Other Income 43 16 35 23 470 17 30 202
Depreciation 167 166 155 146 158 166 193 215
EBIT 488 533 586 582 1,013 572 772 992
Interest 20 16 19 15 21 37 68 96
Profit Before Tax 468 517 566 567 992 535 704 896
Tax 219 118 176 181 233 181 94 242
Profit After Tax 249 398 390 386 759 353 610 654

Source: Company, MNCL Research

R Systems International Ltd
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Concall key highlights

Financial Performance & Growth

= QICY26 revenue stood at Rs 5.7bn (USD 62.8mn), reflecting strong 29.9% YoY and 3.5% QoQ
growth. Revenue growth was supported by healthy deal momentum, rising Al-led transformation
demand and contribution from the Novigo acquisition.

=  EBITDA for Q1CY26 increased 42.6% YoY to Rs 1bn. Margins remained healthy due to lower SG&A
spends. Margins could taper in the near term due to continued investments in Al talent, Al platforms
and strategic bench expansion.

= PAT surged 74.8% YoY to Rs 654mn, ahead of EBITDA due to higher other income.

= As the core organic business remained broadly stable despite lower billing days during the quarter
and accounting realignment related to Novigo, we believe our hypothesis of high growth remains
intact.

Financial Metrics

= DSO remained stable at of 62 days vs 56 in Q4CY25. Total DSO, including unbilled revenue, stood at
76 days. We expect DSO to be in the range of 80-85 days.

=  America continued to be the largest geography, contributing 69.3% of total revenue.

=  Total forward hedge cover stood at USD 46.2mn with an average hedge rate of 91.1.

Business related update
=  The company launched its Al-first platform and studio “Exiqo” to strengthen enterprise Al
transformation capabilities.

= R Systems refreshed its brand identity and positioning to align with its strategy of becoming an Al-
first digital engineering company.

= Al and data-related services now contribute nearly 29% of overall company revenue, reflecting
increasing client adoption.

= More than 1,400 employees have been trained and certified on Al technologies as part of the
company’s Al readiness initiatives.

= Key wins during the quarter included projects related to Al-enabled research platforms, digital
engagement solutions, insurance platform modernization, cloud acceleration programs, and
customer loyalty platforms.

= Management highlighted that demand would remain robust for agentic Al, Al-led software
development lifecycle (SDLC), legacy modernization, and intelligent automation solutions.

= The company’s Al-powered factory copilot solution won an award for “Best Use of Al in
Manufacturing”.

Management commentary and outlook

= Management remains optimistic about sustained Al-led demand momentum across industries.

= Strong traction is being witnessed in Al transformation, data modernization, cloud migration, legacy
modernization, and enterprise automation initiatives.

=  Enterprises are increasingly focused on achieving faster ROl from Al investments while optimizing
deployment costs and improving engineering productivity.

= The company expects expanding Al adoption and a growing addressable market to support long-
term growth momentum.

= GCC (Global Capability Center) opportunities among mid-market enterprises are emerging as an
additional growth lever for the company.

= Management reiterated confidence in maintaining a healthy growth trajectory supported by a
strong deal pipeline and continued investments in Al capabilities.

R Systems International Ltd 4
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Valuation

R Systems trades at 16.1x/13.4x CY26E/CY27E EPS and 8.5x/7.1x EV/EBITDA. We expect 11-12% organic
CC growth over CY26-27E, in line with small/mid-cap IT peers. Historically the company has traded at
20-25% discount to larger mid-cap peers. Due to delayed discretionary spending and Al disruption the
overall industry has been de-rated in recent times hence there has been a sector-wide multiple
compression of 10-15% for large-caps and 25-30% for mid-caps. We apply a similar lens and cut R
Systems' target multiple to 20x (from 27x), while broadly maintaining CY26/27E earnings estimates,
supported by strong ACY momentum and margin resilience.

While we have revised our target price downward to Rs 470 from Rs 600 earlier, we believe the recent
correction in the stock price provides an attractive entry point. At current valuations, we see meaningful
upside potential supported by the company’s long-term growth prospects and healthy execution
pipeline.

Key downside risks include frontier model developments threatening the offshore delivery model,
elongated decision cycles among top 50 clients, and slower-than-expected deal win momentum.

We arrive at a TP of Rs 470, valuing the stock at 20x Mar’28E EPS.

Exhibit 5: PE Valuation

PE Valuation CY27E
EPS - Rs/sh 23.5
Attributed multiple 20
TP - Rs/sh 470
CMP - Rs/sh 305
Upside 54.3%

Source: MNCL Research Estimates

R Systems International Ltd
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Financials

Exhibit 6: Income Statement

Y/E March (Rs mn) CY22 CcY23 CY24 CY25 CY26E CY27E  CY28E
Net Revenues 15,158 16,845 17,417 19,582 24,412 28,173 32,219
Employee Cost 10,194 11,335 11,911 12,873 15,702 18,299 20,942
% of revenues 67.3% 67.3% 68.4% 65.7% 64.3% 65.0% 65.0%
Others 329 2,986 2,967 3,642 4,604 5,203 5,977
% of revenues 2.2% 17.7% 17.0% 18.6% 18.9% 18.5%  18.6%
EBITDA 1,998 2,523 2,540 3,067 4,105 4,671 5,300
EBITDA margin (%) 13.2% 15.0% 14.6% 15.7% 16.8% 16.6% 16.4%
Depreciation & Amortisation 350 544 654 664 875 910 956
Otherincome 103 115 113 536 154 210 240
EBIT 1,751 2,095 1,999 2,939 3,384 3,971 4,584
Interest cost 49 90 84 142 321 310 270
PBT 1,702 2,005 1,915 2,798 3,063 3,661 4,314
Taxes 305 599 603 690 827 989 1,165
Effective tax rate (%) 18% 30% 31% 25% 27% 27% 27%
Reported PAT 1,397 1,401 1,312 1,862 2,236 2,674 3,150

Source: Company, MNCL Research estimates

R Systems International Ltd




i

oo
Exhibit 7: Key Ratios
Y/E March CY22 CY23 CY24 CY25 CY26E CY27E  CY28E
Growth Ratio (%)
Revenue 31.2% 11.1% 3.4% 12.4% 24.7% 15.4% 14.4%
EBITDA 24.2% 26.3% 0.6% 20.8% 33.8% 13.8%  13.5%
Adjusted PAT -1.3% 0.3% -6.4% 41.9% 20.1% 19.6% 17.8%
Margin Ratios (%)
EBITDA 13.2% 15.0% 14.6% 15.7% 16.8% 16.6% 16.4%
Adjusted PAT 9.2% 8.3% 7.5% 9.5% 9.2% 9.5% 9.8%
Return Ratios (%)
ROE 25.6% 16.4% 15.2% 15.2% 16.2% 17.0% 17.3%
ROCE 32.7% 27.2% 21.2% 19.9% 20.0% 21.1% 21.9%
Turnover Ratios (days)
Debtors 62 54 54 77 82 84 84
Cash conversion cycle 49 42 41 44 47 48 48
Solvency Ratio (x)
Current Ratio 3.2 1.7 2.3 1.9 2.3 24 2.6
Per share Ratios (Rs)
Adjusted EPS 11.8 11.8 111 15.7 18.9 22.6 26.6
BVPS 46 72 73 104 116 133 153
Valuation (x)*
P/E 25.7 25.6 27.3 19.3 16.1 13.4 11.4
P/BV 6.6 4.2 4.1 2.9 2.6 2.3 2.0
EV/EBITDA 16.8 13.4 13.4 11.7 8.5 7.1 5.8

Source: Company, MNCL Research estimates

R Systems International Ltd
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Y/E March (Rs mn) CY22 CcY23 CcY24 CY25 CY26E CY27E CY28E
Equity Share Capital 118 118 118 118 118 118 118
Reserves & surplus 5,336 5,996 6,122 7,798 11,730 13,693 16,132
Minority Interest - 2,407 2,407 4,331 1,924 1,924 1,924
Shareholders' fund 5,455 8,521 8,647 12,247 13,773 15,736 18,175
Trade payables 356 371 406 1,141 1,506 1,805 2,066
Other current Liab. 1,624 3,312 2,188 3,561 3,793 4,484 4,933
Other Liabilities 896 942 914 4,072 4,437 4,653 4,748
Total Liabilities 8,331 13,147 12,156 21,022 23,509 26,677 29,921
Net Block 1,447 3,433 2,897 4,292 3,674 3,620 3,682
Goodwill 109 2,837 2,837 6,957 6,960 6,960 6,960
Non-current assets 473 615 548 820 833 942 981
Sundry debtors (current) 2,571 2,504 2,573 4,107 5,484 6,484 7,415
Cash 2,055 1,573 1,920 3,084 4,125 5,654 7,880
Other current assets 1,425 1,241 1,364 1,763 2,433 3,018 3,103
Total Current Asset 6,302 6,262 5,875 8,954 12,042 15,156 18,397
Total Assets 8,331 13,147 12,156 21,022 23,509 26,677 29,921
Source: Company, MINCL Research estimates
Exhibit 9: Cash Flow Statement
CY22 CY23 CY24 CY25 CY26E CY27E CY28E
Operating profit bef working capital changes 1,702 2,000 1,915 1,862 3,063 3,661 4,314
Trade and other receivables -717 256 -58 -1,111 -1,534 -1,378 -999
Current/ non-current financial and other assets -345 47 -123 -58 -14 -5 -13
Changes in working capital -831 122 -4 -210 -1,005 -893 -619
Direct taxes -395 -542 -618 -796 -827 -989 -1,165
Cash flow from operations 957 2,114 2,353 2,199 2,274 2,790 3,516
Net Capex -359 -202 -82 -395 -300 -300  -300
Others 145 -2,026 229 -2,866 154 210 240
Cash flow from investments -214 -2,228 148 -3,261 -146 -90 -60
Increase/(decrease) in debt 10 559 -503 3,067 -54 -150 -250
Dividend -769 -805 -1,479 -710 -711 -711 -711
Others -105 -163 -182 -266 -321 -310 -270
Cash flow from financing -864 -409 -2,163 2,090 -1,086 -1,171  -1,231
Net change in cash -121 -523 337 1,028 1,041 1,529 2,226
Cash and cash equivalents at the end of the year 2,055 1,573 1,920 3,084 4,125 5654 7,880

Source: Company, MINCL Research estimates

R Systems International Ltd
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Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
About the Research Entity

Monarch Networth Capital Limited (defined as “MNCL” or “Research Entity”) a company duly incorporated under the Companies Act, 1956 (CIN: L64990GJ1993PLC120014) having its
registered office at Unit No. 803-804A, 8t Floor, X-Change Plaza, Block No. 53, Zone 5, Road- 5E, Gift City, Gandhinagar -382355, Gujarat is regulated by the Securities and Exchange
Board of India (“SEBI”) and is engaged in the business of Stock Broking, Alternative Investment Funds, Portfolio Management Services, Merchant Banking, Research Analyst, Depository
Participant, Mutual Fund Distribution, and other related activities.

General Disclaimer:

This Research Report (hereinafter called “Report”) has been prepared by MNCL in the capacity of a Research Analyst having SEBI Registration No. INHO00000644 and Enlistment no. 5039
with BSE and distributed as per SEBI (Research Analysts) Regulations, 2014 and is meant solely for use by the recipient and is not for circulation. This report does not constitute a personal
recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The recommendations, if any, made herein are expression
of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through MNCL
nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views
are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely on
information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before
executing any trades or making any investments. MNCL hereby declares that it has not defaulted with any Stock Exchange nor its activities were suspended by any Stock Exchange with
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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
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MNCL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may from time to time, have long or short positions in, and buy or sell the
Securities, mentioned herein or be engaged in any other transaction involving such Securities and earn brokerage or other compensation or act as a market maker in the financial
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