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Persistent Systems
Technology

Persistent’s top line came in a tad short of consensus expectations; yet, its Q4 growth outpaced peers. Despite high
exposure to product engineering—a segment vulnerable to Al disruption—the company is successfully pivoting to
capture Al-led revenue. Growth leadership should continue into FY27, backed by healthy 21.6% YoY CC deal ACV
growth in FY26, strong correlation between ACV and revenue, and management's confidence in hitting a USD 2bn
annualised revenue run-rate by end-FY27 (possibly a one-quarter lag). That said, strong operational execution is
already priced in. We downgrade the stock to REDUCE (from Hold), with a revised TP of INR 4,900 (30x FY28E EPS),
on premium valuation, amid macro headwinds and potential Al-driven deflation risks.

Q4 revenue led by healthcare vertical and software license sales
Revenue grew 3.4% QoQ CC (I-Sec: 3.2%; Cons.: 3.7%) and 16.1% YoY CC.
Services revenue grew 1.6% QoQ USD and software license revenue (includes
own Al IP and third-party software) was up 32% QoQ USD, reaching 7% of
overall revenue. Growth was led by healthcare (6.9% USD), followed by
technology (2.2% QoQ USD) and BFSI (1.7% QoQ USD).

Top 5 clients’ revenue declined 1.2% QoQ USD, likely due to a transition to
offshoring and other costs savings. Top 5 cohort includes 2 clients in BFSI, 1 in
healthcare and 1 in technology verticals. Management mentioned that its
relationship continues to be strong across all top 5 accounts.

Q4 EBIT margin within aspirational target range of 16-17%

EBIT margin came in at 16.3%, down 40bps QoQ (I-Sec: 16.5%; Cons.: 16.7%)
led by gross margin contracting 80bps QoQ. This was offset by lower SG&A
expenses (down 40bps QoQ). Revenue per employee further improved to USD
62.6K, up 5.8% YoY. Margin walk — headwinds from: 1) a 70bps increase in
software license costs, travel, and sub-con expenses; and 2) a 60bps rise in
consulting and advisory expenses related to corporate development initiatives.
These were partially offset by tailwinds of: 1) 40bps from operational
efficiencies; and 2) 60bps from favourable currency. Al-led investments will
likely restrain margins in the sector. For FY27, the company aims to maintain
margins within a 16-17% band and prioritise revenue growth.

Financial Summary

Y/E March (INR mn) FY25A FY26A FY27E FY28E
Net Revenue 1,19,387 1,47,485 1,73,268 1,98,286
EBITDA 20,5682 27,955 32,456 37,138
EBITDA Margin (%) 17.2 19.0 18.7 18.7
Net Profit 14,002 18,651 22,263 25,743
EPS (INR) 91.8 124.9 1423 164.5
EPS % Chg YoY 298 36.1 14.0 15.6
P/E (x) 58.1 42.7 375 324
EV/EBITDA (x) 39.2 29.2 252 219
RoCE (%) 234 26.4 259 26.2
RoE (%) 248 263 26.7 27.4

Ruchi Mukhija
ruchi.mukhija@icicisecurities.com
+91 22 6807 7573

Aditi Patil
aditi.patil@icicisecurities.com
Seema Nayak
seema.nayak@icicisecurities.com

Market Data

Market Cap (INR) 841bn
Market Cap (USD) 8,999mn
Bloomberg Code PSYS IN
Reuters Code PERS.BO
52-week Range (INR) 6,599 /4,449
Free Float (%) 69.0
ADTV-3M (mn) (USD) 49.2
Price Performance (%) 3m 6m 12m
Absolute (14.6) (8.1) 8.8
Relative to Sensex (11.4) (2.0 8.9
ESG Score 2024 2025 Change
ESG score 77.4 81.7 4.3
Environment 57.2 70.4 13.2
Social 78.9 82.6 3.7
Governance 88.1 87.7 (0.4)

Note - Score ranges from 0 - 100 with a higher
score indicating higher ESG disclosures.

Source: SES ESG, I-sec research

Earnings Revisions (%) FY27E FY28E
USD Revenue (0.7) (1.4)
EBIT 0.4 (0.3)
EPS (0.4) 0.5

Previous Reports

01-04-2026: IT services Q4FY26 preview
21-01-2026: Q3FY26 results review

Please refer to important disclosures at the end of this report
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Healthy deal TCV with high new component

Total deal TCV stood at USD 600.8mn, down 11% QoQ/up 16% YoY. New-deal TCV
component was high at 68%. Persistent’s deal TCV is better than its past four quarters’
average run-rate of USD 580.5mn. Total deal ACV was at USD 445.1mn, down 11%
QoQ/up 27% YoY. New deal ACV component was also higher, at 61%. For FY26, TCV/
ACV grew 14.4%/21.6% YoY USD.

Persistent won a USD 50mn deal with a Japan-headquartered global B2B industrial
technology leader that is seeking to shift from hardware-centric products to software-
led platforms. This is a net new customer for Persistent and represents one of the
company's largest SAP services deals to date.

Vertical-wise outlook
Management expects growth to be led by healthcare and BFSI in FY27.

BFSI: FY26 revenue growth for Persistent was led by BFSI, growing at 28% YoY USD.
This was driven by capabilities in focus sub-segments of retail and commercial banks,
capital markets, insurers, payment providers and fin-techs in the area of product
engineering, data modernisation and cloud transformation. The company serves four
of the top five banks in both US and India, top three out of five global fin-techs and top
three out of five brokerage wealth managers and retirement service providers.
Persistent expects healthy growth in BFSI led by clients leveraging Al automation for
cost efficiencies, modernization and data transformation.

Healthcare: Persistent has grown in this sector despite headwinds that have caused
business reductions for larger peers in ‘top payer accounts, reflecting Persistent’s
relationship strength with these accounts.

Technology: Technology clients are early adopters and creators of Al technology.
While management acknowledged potential compression in tech spending in this
vertical, they believe Persistent’s small size and strong engineering DNA allow it to
gain market share through ‘vendor rotation” and new outsourcing.

Progress on Al

Persistent’'s Al strategy is built on three pillars, viz. Engineering Hyper-Productivity
(SDLC embedding), Business Hyper-Productivity (process optimisation), and
Enterprise Data Readiness (governance and structure). The company held a ‘Persistent
Al Huddle’ for 1,700+ team members and is conducting a hackathon to build Al-native
solutions. Persistent now has over 500 agents built in-house and with partners.

The company is closely integrated with partners like Anthropic, OpenAl, Nvidia, and
Databricks to bridge the ‘last mile’ of Al adoption for clients. Persistent has filed more
than 120 patents and published research to strengthen the depth of its platforms and
deliver enterprise grade results.

Persistent could see cannibalisation impact from Salesforce Headless 360 and other
agentic Al software that could shift value from system integrators. Management
believes that not every client would pursue system integration and support work in-
house and may depend on system integrators. Additionally, delivering enterprise Al
value requires contextualised intelligence alongside repeatable and reliable execution,
which is provided by system integrators.
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Quarterly performance

Q4FY26

Revenue QoQ CC 3.4%
Sales (USD mn) 436

Average (USD rate) 93.0
Sales (INR mn) 40,559
EBIT (INR mn) 6,592
EBIT Margin 16.3%
Adjusted Reported PAT

(INR mn) 5293
Adjusted EPS 33.6

Other highlights

e Attrition lowered by 50bps QoQ to 13%

e Utilisation was down 40bps QoQ to 88%.

o Offshore effort mix was down 40bps QoQ to 85.4%.

e Persistent added 2 clients in USD 20-50mn revenue bucket and 6 in USD 10-20mn

revenue bucket in FY26

e Ruchi Kulhari joined us as an Executive Vice President, Enterprise Strategy and
Execution. She has a rich work experience working across firms such as Infosys,

EXL, Unisys

e Hari Abhyankar, joined as Executive Vice President and Global head of Private
Equity and professional Services, spearheading our company's global strategy and
growth across private equity investors. Hari has spent significant time at McKinsey
consulting with enterprise software companies.

Change in estimates

Our EPS estimate remain largely unchanged as a 1-1.5% cut for FY27/28 in our
revenue estimates is offset by the benefit from currency depreciation.

Key upside risks: 1) Faster-than-expected turnaround in macros; 2) market share
gains, leading to higher-than-expected revenue growth; 3) tight cost control, leading
to higher-than-expected improvement in margins.

Key downside risk: 1) Base effect coming into play; 2) QoQ revenue growth falling

below industry average.

Q3FY26 QoQ Q4FY25
4.1% 4.5%
423 3.2% 375
89.4 4.0% 86.4
37,782 7.4% 32,421
6,318 4.3% 5,053
16.7% -47 bps 15.6%
5,062 4.6% 3,958
322 4.2% 25.4

ISEC vsour Bloomberg vs consensus
YoY . . .

Estimates estimates consensus estimates

3.2% 22 bps
16.2% 436 0.0% 428 1.9%
7.6% 92.3 0.7% 93.0 0.0%
25.1% 40,245 0.8% 39,802 1.9%
30.5% 6,640 -0.7% 6,603 -0.2%
67 bps 16.5% -25 bps 16.6% -34 bps
33.7% 5,280 0.2% 5,210 1.6%
32.1% 33.6 -0.1% 34.1 -1.6%

Source: I-Sec research, Company data

Persistent — change in estimates

FY27E FY28E FY27E FY28E FY27E FY28E

Revenues (USD mn) 1,883 2,132 1,897 2,162 -0.7% -1.4%
Revenue YoY CC 14.1% 13.2% 14.7% 14.0% -60bps -80bps
Revenue growth (USD, %) 13.8% 13.2% 14.6% 14.0% -80bps -80bps
USD/INR 92.0 93.0 91.0 92.0 1.1% 1.1%
INR mn

Revenues 1,73,268 1,98,286 1,72,586 1,98,927 0.4% -0.3%
EBIT 27,951 31,983 27,842 32,086 0.4% -0.3%
EBIT margin 16.1% 16.1% 16.1% 16.1% Obps Obps
Adjusted EPS (INR/share) 141.1 163.2 141.8 162.4 -0.4% 0.5%

Source: I-Sec research, Company data
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Revenue growth led by healthcare

Revenue QOQ USsD (/) __

Q1 Q2 Q3

BFSI 6.2 5.9 7.7 4.9 6.1 9.0 7.0 4.6 1.7

00 05 18
Healthcare 027 7olli64 48[ 1165 o6 43| o04[[l18] 38 48 69
HiTech 3.2 38 01 07 3.7 5.2 3.6 22 3.0 22

Total 3.0 3.1 3.0 3.4 5.6 5.3 4.3 4.2 3.9 4.2 4.0 3.2

Source: Company data, I-Sec research

Top 5 account growth slowed

oz
Revenue YoY USD (%) Q4 Q1 2 e Q4 Q1 22 3 Q4

Q1 Q2 Q3

Top 5 61 201 289 248 277 314 318 352 230 232 253 119
Top 6-10 (%) 384 304 247 122 7.1 68 24 62 121 199 377 297
Top 11-20 (%) 205 83 75 197 117 131 80 174 347 242 194 237
Top 21 to 50 (%) 234 163 80 112 175 177 292 170 210 168 116 192
Overall company (%) 17.1 14.1 13.7 13.2 16.0 18.4 19.8 20.7 18.7 17.6 17.3 16.2

Source: I-Sec research, Company data

Healthy growth momentum in TTM deal TCV Healthy growth of 22% YoY in TTM ACV
continues improves near-term revenue visibility
mmmm TTM Deal TCV USD mn e=====Y0Y growth s TTM Deal ACV USD mn  e====Y0oY growth
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Revenue per employee further improved to USD 62.6K, up 5.8% YoY.
—&— TTM revenue per employee
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Source: I-Sec research, Company data

Dip in utilisation, down 40bps QoQ Offshore effort mix — down 40bps QoQ to 85.4%
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Headcount grew 3% QoQ/11.8% YoY LTM attrition — down 50bps to 13%
mmmm Net headcount addition  e====Headcount YoY 30% - —o— Attrition
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Persistent is trading at 35.7x (1-year forward P/E), below its 5-year
average of 38x

Persistent
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Source: I-Sec research, Company data

Persistent is trading at 93% premium to NIFTY IT vs. 5-year average
premium of 52%

120% - Persistent vs NIFTY IT Average
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Shareholding pattern Price chart
% Sep‘25 Dec'25 Mar‘26
Promoters 30.6 30.3 30.3
Institutional investors 51.0 51.8 52.6
MFs and others 23.7 23.0 22.1
Fls/Banks 0.2 0.2 0.2
Insurance 5.9 5.9 8.1
Flls 21.2 22.8 22.1
Others 18.4 17.9 17.2
Source: Bloomberg, I-Sec research Source: Bloomberg, |-Sec research
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Financial Summary

Profit & Loss
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Net Sales (USD mn) 1,409 1,654 1,883 2,132
Net Sales (INR. mn) 1,19,387 1,47,485 1,73,268 1,98,286
Operating Expense 98,806 1,19,530 1,40,812 1,61,148
EBITDA 20,582 27,955 32,456 37,138
EBITDA Margin (%) 17.2 19.0 18.7 18.7
Depreciation & Amortization 3,069 4,030 4,505 5,155
EBIT 17,513 23,925 27,951 31,983
Interest expenditure - - - -
Other Non-operating 710 1,078 962 1,449
Income
Recurring PBT 18,223 25,002 28,913 33,432
Profit / (Loss) from
Associates ) ) ) )
Less: Taxes 4,221 5,461 6,650 7,689
PAT 14,002 19,542 22,263 25,743
Less: Minority Interest - - - -
Net Income (Reported) 14,002 18,651 22,263 25,743
Extraordinaries (Net) - - - -
Recurring Net Income 14,002 18,651 22,263 25,743

Source Company data, I-Sec research
Balance sheet
(INR mn, year ending March)

FY25A FY26A FY27E FY28E
Total Current Assets 46,871 61,827 72,670 85,906
of which cash & cash eqv. 6,744 10,749 15,925 21,409
Total Current Liabilities &
Provisions ) ) ) )
Net Current Assets 46,871 61,827 72,670 85,906
Investments 9,803 16,148 16,148 16,148
Net Fixed Assets 4,351 3,969 4,169 4,369
ROU Assets 3,799 5,472 5,472 5,472
Capital Work-in-Progress 42 107 107 107
Goodwill 12,338 13,597 13,597 13,597
Other assets 4,507 6,856 6,856 6,856
Deferred Tax Assets - - - -
Total Assets 87,366 1,13,765 1,24,809 1,38,245
Liabilities
Borrowings - - - -
Deferred Tax Liability - - - -
provisions 4,095 3,203 3,203 3,203
other Liabilities 16,971 27,409 28,706 30,480

Minority Interest - - - -
Equity Share Capital 779 789 789 789

Reserves & Surplus* 62,411 77,590 87,337 98,999
Total Net Worth 63,191 78,379 88,126 99,788
Total Liabilities 87,366 1,13,765 1,24,809 1,38,245
Source Company data, I-Sec research
Quarterly trend
(INR mn, year ending March)
Jun-25 Sep-25 Dec-25 Mar-26
Net Sales 28,972 30,623 32,421 33,336
% growth (YOY) 20.1 226 25.2 21.8
EBITDA 4,807 5,378 5,844 6,116
Margin % 16.6 17.6 18.0 183
Other Income 283 263 (1) 376
Extraordinaries - - - -
Adjusted Net Profit 3,250 3,730 3,958 4,249

Source Company data, I-Sec research

Cashflow statement
(INR mn, year ending March)

T e e
CFO before WC changes 18,223 25,002 28,913 33,432
CFO after WC changes 14,235 20,574 24,542 27,454
Tax Paid (5,114) (6,249) (6,650) (7,689)
Cashflow from 11569 17,671 21435 23471
Operations
Capital Commitments 2,857 3,151 4,705 5,355
Free Cashflow 8,713 14,520 16,730 18,115
Other investing cashflow (1,488) (2,948) 962 1,449
Cashflow from Investing
Activities (4,344) (6,099) (3,743) (3,906)
Dividend and Buyback - - - -
Inc (Dec) in Borrowings (3,155) (1,467) - -
Others - - - -
Cash flow from
Financing Activities (7,094) (7,482) (12,516) (14,080)
Chg. in Cash & Bank 119 4,005 5,176 5,484
balance
Closing cash & balance 6,744 10,749 15,925 21,409

Source Company data, I-Sec research

Key ratios

(Year ending March)

FY25A FY26A FY27E FY28E
Per Share Data (INR)
Reported EPS 91.8 124.9 1423 164.5
Diluted EPS 91.1 124.0 1411 163.2
Cash EPS 1111 144.8 169.7 195.9
Dividend per share (DPS) 34.8 39.9 79.3 89.3
Book Value per share (BV) 411.2 500.2 558.6 632.6
Dividend Payout (%) 38.1 322 56.2 54.7
Growth (%)
Net Sales 21.6 235 17.5 14.4
EBITDA 194 35.8 16.1 14.4
EPS 29.8 36.1 14.0 15.6
Valuation Ratios (x)
P/E 58.1 42.7 375 324
P/CEPS 48.0 36.8 314 27.2
P/BV 13.0 10.7 9.5 8.4
EV /EBITDA 39.2 29.2 252 219
P/S 6.9 5.7 4.9 4.2
Dividend Yield (%) 0.7 0.7 15 1.7
Operating Ratios
EBITDA Margins (%) 17.2 19.0 18.7 18.7
EBIT Margins (%) 14.7 16.2 16.1 16.1
Effective Tax Rate (%) 23.2 21.8 23.0 23.0
Net Profit Margins (%) 11.7 132 12.8 13.0
Inventory Turnover Days - - - -
Fixed Asset Turnover (x) 26.1 348 415 453
Receivables Days 55 64 74 73
Payables Days - - - -
Working Capital Days 112 113 114 112
Net Debt / EBITDA (x) (4.3) (4.4) (5.1) (5.5)
Profitability Ratios
RoCE (%) 234 26.4 25.9 26.2
RolIC (%) 215 248 26.8 279
RONW (%) 248 26.3 26.7 27.4

Source Company data, I-Sec research
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