Q3FY26 Result Review

Infosys

Leading the shift to intelligent enterprises

Summary

The company’s Q3FY26 performance highlighted disciplined execution amid macro
uncertainty, with sustained CC growth and FY26 revenue guidance upgraded to
3-3.5%, reflecting recovery in discretionary spending. Large-deal momentum remains
robust at USD 4.8bn with 57% net-new, indicates a strong demand visibility,
particularly in financial services where Infosys is a preferred Al partner for 15 of the
top 25 banking clients. The company has firmly positioned itself at the forefront of
enterprise Al monetization, engaging 90% of its top-200 clients across 4.6k Al
projects, supported by its differentiated Topaz and Fabric platforms coupled with
emerging partnerships such as Cognition’s Devin agents. Despite deliberate capacity
creation and elevated sales investments, adjusted operating margins remain resilient
above 21%, backed by pricing power and operational discipline. Management
commentary signals growth acceleration in FY27, driven by financial services/utilities,
while strong free-cash-flow generation, capital allocation policy and healthcare
tailwinds from the multi-year NHS contract further enhance earnings durability.
Overall, Infosys is well positioned for valuation expansion as Al monetization scales
and third party headwind normalizes. While maintaining our long-term positive
outlook, we downgrade our rating to HOLD with a same TP to Rs 1,714 (23x FY27E
EPS).

Key Highlights and Investment Rationale

= Revenue & Margin: Revenue guidance upgrade and sustained 21%+ margins
highlight improving growth visibility, disciplined execution, and pricing power from
Al-led value-based engagements.

= Al related capabilities: Topaz, Fabric and agent platforms power enterprise Al

adoption across 4,600 projects, strengthening monetization, productivity, and long-
term digital transformation leadership.
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TP Rs1,714 Q@ Key Stock Data

CMP Rs1,599 Bloomberg/Reuters INFO IN / INFY.BO
Potential upside/downside 7%  Sector IT Services
Previous Rating BUY  shares o/s (mn) 4,055
Price Performance (%) Market cap. (Rs mn) 64,383,617

-1m -3m -12m  3-mdaily average value (Rs mn) 423.1

Absolute 0.0 7.3 (17.5) 52-week high / low Rs1,968 / 1,307
Rel to Sensex 2.2 5.7 (26.5)  Sensex/ Niftv 83.382 / 25.666
EPS (Rs) FY26E FY27E Promoters 14.3
IDBI Capital 70.3 74.6 Fll 30.1
Consensus 70.1 75.4 ]l 38.5
% difference 0.3 (1.1) Public 17.1
Financial snapshot (Rs mn)
Year FY23 FY24 FY25 FY26E FY27E
Revenue 14,67,672 15,36,710 16,229,900 17,61,233 18,87,677
Change (yoy, %) 20.7 4.7 6.1 8.1 7.2
EBITDA 3,51,312 3,64,250 3,92,350 4,19,753  4,48,646
Change (yoy, %) 11.6 3.7 7.7 7.0 6.9
EBITDA Margin(%) 23.9 23.7 24.1 23.8 23.8
Adj.PAT 2,40,952 2,222,900 2,67,130 2,89,233 3,07,166
EPS (Rs) 58.2 53.8 64.4 70.3 74.6
Change (yoy, %) 10.5 (7.6) 19.7 9.1 6.2
PE(x) 27.5 29.7 24.8 22.8 21.4
Dividend Yield (%) 2.1 2.9 3.4 3.8 4.3
EV/EBITDA (x) 17.9 171 15.7 14.7 13.7
RoE (%) 32.0 27.3 29.0 28.9 29.9
RoCE (%) 37.4 34.8 33.9 33.9 35.3

Source: IDBI Capital Research
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Other Key Highlights

Infosys reported 0.5% QoQ and 3.2% YoY USD revenue growth in Q3FY26 despite seasonal weakness
and lower third-party revenue.

Operating margin contracted by 265bps to 18.4% mainly because of one-time expense of new labour
code (although adjusted operating margin expanded to 21.2%, up 20 bps QoQ). This adjusted margin
expansion was driven by currency tailwinds, value-based pricing, automation (Project Maximus), and
Al-led productivity gains. These positives were partly offset by seasonal furloughs, lower working days,
higher variable pay, and increased sales & marketing investments.

Large deal TCV in Q3 was USD 4.8bn, with 57% net new, across 26 large deals, including two mega
deals. 9M FY26 large deal TCV reached USD 11.7 billion, exceeding full-year FY25, with net new TCV up
40% YoY, highlighting strong demand traction. A landmark USD 1.6 billion UK NHS deal significantly
boosted healthcare revenues and strengthens Infosys’ credibility in Al-led public sector transformation.

Financial Services grew ~3.9% YoY (CC), led by discretionary spending revival, large deal wins, and Al-
driven modernization across banking, payments, and wealth management. Management expects FS
vertical growth to accelerate in FY27 vs FY26, supported by Infosys being a preferred Al partner for 15
of top 25 FS clients.

Healthcare saw strong QoQ traction, partly due to the NHS deal, with Al adoption and digital
operations transformation as key drivers.

Energy & Utilities showed improving discretionary demand, driven by infrastructure investments, Al
data readiness, and decarbonization programs, with FY27 growth expected to outpace FY26.

Manufacturing remains mixed, with auto and EV segments under pressure, while industrials linked to
Al data center build-outs show relative strength.

Retail & CPG continue to face uncertainty due to tariffs and geopolitics, with spend focused mainly on
cost takeout and Al-led productivity.

High Tech remains challenged in the near term due to cost pressures, but management remains
constructively positive over the medium to long term given Al adoption.
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Europe led growth with 7.2% YoY CC, supported by strong deal wins and public sector engagements.
North America declined ~1% YoY, largely due to lower third-party revenues and deal execution mix,
which management views as structural and already factored into guidance.

Net headcount increased by ~5,000 QoQ to ~337,000 employees, reflecting capacity creation for future
growth. LTM attrition declined by 2% QoQ and 1.4% YoY, indicating improving talent stability amid
softer industry hiring. Utilization declined QoQ as Infosys proactively invested in bench capacity ahead
of anticipated demand recovery.

Management said large clients are reducing vendor count and awarding larger, outcome-based
contracts to strategic partners.

Company is executing 4,600+ Al projects, working with 90% of its top-200 clients and has built 500+ Al
agents, generating 28mn+ lines of code using Al.

Management identified six Al value pools (Al engineering, data for Al, agent-led operations, Al-native
software development, legacy modernization, and Al-physical systems) as long-term growth drivers.
Management expressed confidence in Q4 FY26 execution, noting that guidance conservatively
accounts for lower working days. Visibility into FY27 is strongest for Financial Services and Energy &
Utilities with broader recovery dependent on macro stability and discretionary spend revival.

Full-year FY26 revenue guidance upgraded to 3.0%—3.5% CC, reflecting strong deal wins and improving
discretionary demand. Management maintained FY26 margin guidance at 20%—22%, signaling
confidence in cost discipline despite ongoing investments.
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Exhibit 1: Financial snapshot (Rs mn)
Year-end: March Q3FY26 Q2FY26 Q3FY25 YoY (%)
Revenues (USS mn) 5,099 5,076 0.5 4,939 3.2
Revenues 4,54,790 4,44,900 2.2 4,17,640 8.9
COGS 3,14,970 2,96,180 6.3 2,79,170 12.8
Gross profit 1,39,820 1,48,720 (6.0) 1,38,470 1.0
SG&A 44,720 43,370 3.1 37,320 19.8
EBITDA 95,100 1,05,350 (9.7) 1,01,150 (6.0)
Depreciation & amortization 11,550 11,820 (2.3) 12,030 (4.0)
EBIT 83,550 93,530 (10.7) 89,120 (6.2)
Other income 8,740 8,760 (0.2) 7,580 15.3
PBT 92,290 1,02,290 (9.8) 96,700 (4.6)
Tax 25,630 28,540 (10.2) 28,480 (10.0)
Minority interest 120 110 9.1 160 n.m.
Adjusted net profit 66,540 73,640 (9.6) 68,060 (2.2)
Exceptional item 0 0 n.m. 0 n.m.
Reported net profit 66,540 73,640 (9.6) 68,060 (2.2)
Basic EPS (Rs) 16.17 17.76 (9.0) 16.43 (1.6)

As % of net revenue

Gross profit 30.7 334 33.2
SG&A 9.8 9.7 8.9
EBITDA 20.9 23.7 24.2
EBIT 18.4 21.0 21.3
Reported net profit 14.6 16.6 16.3
Tax rate 27.8 27.9 29.5

Source: Company; IDBI Capital Research
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Exhibit 2: Large clients trend

Year-end: March Q3FY24 Q4FY24 QI1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 Q2FY26 Q3FY26
USS1 mn+ 944 959 987 985 997 992 1011 1012 1012
USS$10 mn+ 308 315 309 307 301 309 317 322 326
USS50 mn+ 82 83 84 86 89 85 85 85 84
USS100 mn+ 40 40 40 41 41 39 41 41 41

Source: Company; IDBI Capital Research

Exhibit 3: Q3FY26 revenue increased by 0.5% QoQ
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Exhibit 4: Q3FY26 EBIT margin contracted by 265bps QoQ majorly due to implementation of labour code
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Exhibit 5: Revenue growth across various segments (%)

Parameters

Total Revenue

Geography % of revenue

us
Europe
India
ROW

Verticals % of revenue

Financial Services

Retail

Communications

Energy, Utilities, Resources and Services
Manufacturing

Hi Tech

Life Sciences

Others

Source: Company; IDBI Capital Research

QoQ growth YoY growth
in USD
0.5% 3.2%

QoQ growth (CC) YoY growth (CC)

-0.3% -1.2%

3.6% 13.3%
-9.3% -6.8%
-2.9% 2.1%

QoQ growth (CC) YoY growth (CC)

2.3% 4.7%
1.2% -4.2%
0.5% 11.5%
-1.0% 0.9%
1.7% 11.2%
-10.4% -3.3%
13.0% -2.2%
-16.9% -8.2%
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Exhibit 6: Utilization excluding trainees reduced by 100 bps QoQ
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Exhibit 7: One-year forward PER trend
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales

Change (yoy, %)
Operating expenses
EBITDA

Change (yoy, %)
Margin (%)
Depreciation

EBIT

Interest paid

Other income
Pre-tax profit

Tax

Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS

Dividend per sh.
Dividend Payout (%)

(11,16,360)  (11,72,460)  (12,37,550)

(Rs mn)
FY26E FY27E
17,61,233 18,87,677
8.1 7.2
(13,41,481) (14,39,030)
4,19,753 4,48,646
7.0 6.9
23.8 23.8
(48,838) (53,394)
3,70,915 3,95,253
(4,120) (4,400)
35,894 35,079
4,02,688 4,25,932
(1,13,075) (1,18,286)
28.1 27.8
(380.0) (480.0)
2,89,233 3,07,166
2,89,233 3,07,166
8.3 6.2
70.3 74.6
60.0 68.0
85 91
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov
Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets
Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

FY22
7,53,500
20,980
7,32,520
54,180
3,55,190
3,19,370
35,820
4,09,370
11,66,730

2,13,930
1,44,440
8,08,360
2,26,980
3,77,960
2,03,420
11,66,730

FY23
7,54,070
20,690
7,33,380
82,740
4,05,020
3,58,110
46,910
4,87,760
12,45,710

2,26,310
1,84,900
8,34,500
2,54,240
3,16,510
2,63,750
12,45,710

FY24
8,81,160
20,710
8,60,450
96,990
3,92,000
3,38,190
53,810
4,88,990
13,73,600

2,13,630
1,48,570
10,11,400
3,01,930
3,94,090
3,15,380
13,73,600

FY25
9,58,180
20,730
9,37,450
88,410
4,27,510
3,64,230
63,280
5,15,920
14,77,950

2,54,640
1,41,730
10,81,580
3,11,580
4,79,960
2,90,040
14,77,950

FY26E
10,00,353
20,576
9,79,777
88,410
4,47,361
3,85,689
61,672
5,35,771
15,39,974

2,50,542
1,70,277
11,19,155
3,46,044
4,11,652
3,61,459
15,39,974

(Rs mn)
FY27E
10,27,692
20,576
10,07,116
88,410
4,79,479
4,13,379
66,100
5,67,889
15,99,430

2,06,978
1,82,502
12,09,951
3,70,887
4,51,654
3,87,409
15,99,430

10
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Cash Flow Statement (Rs mn)
Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
Pre-tax profit 3,01,100  3,33,222 3,40,180 3,76,070  4,02,688  4,25,932
Depreciation (15,010) 42,250 46,780 55,164 61,164 63,564
Tax paid (77,970) (91,830) (83,760) (1,15,830) (1,13,075) (1,18,286)
Chg in working capital 7,520 (37,760) (1,12,340) 51,200 (86,032) (18,676)
Other operating activities (13,770) (12,210) 1,11,922 (7,324) (13,852) (17,459)
Cash flow from operations (a) 2,01,870 2,33,672 3,02,782 3,59,280 2,50,894 3,35,075
Capital expenditure 18,820 (54,630) (34,100) (96,174) (57,066) (20,000)

Chg in investments - - - - - i

Other investing activities - - - - - -

Cash flow from investing (b) 18,820 (54,630) (34,100) (96,174) (57,066) (20,000)
Equity raised/(repaid) (1,01,044) (99,690) 20 20 (155) -
Debt raised/(repaid) - - - - - -
Dividend (incl. tax) (1,30,076) (1,40,692) (1,90,532) (2,28,030) (2,46,906) (2,79,827)
Chg in minorities (800) (110) (590) 30 (380) (480)
Other financing activities - - - - - -
Cash flow from financing (c) (2,31,920) (2,40,492) (1,91,102) (2,27,980) (2,47,441) (2,80,307)
Net chg in cash (a+b+c) (11,230) (61,450) 77,580 35,126 (53,613) 34,768

11



Infosys | Q3FY26 Result Review [@ IDBI Capital

Financial Ratios

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
Book Value (Rs) 179.6 182 213 231 243 250
Adj EPS (Rs) 52.7 58.2 53.8 64.4 70.3 74.6
Adj EPS growth (%) 15.6 11 -8 20 9 6
EBITDA margin (%) 25.9 23.9 23.7 24.1 23.8 23.8
Pre-tax margin (%) 24.8 22.7 22.1 23.1 22.9 22.6
Net Debt/Equity (x) -0.5 -0.4 -0.4 -0.5 -0.4 -0.4
ROCE (%) 344 37 35 34 34 35
ROE (%) 29.2 32 27 29 29 30
DuPont Analysis
Asset turnover (x) 1.1 1.2 1.2 1.1 1.1 1.2
Leverage factor (x) 1.5 1.6 1.6 1.6 1.5 1.6
Net margin (%) 18.2 16.4 14.5 16.4 16.4 16.3
Working Capital & Liquidity ratio
Inventory days 0 0 0 0 0 0
Receivable days 68 63 72 70 72 72
Payable days 17 13 12 12 12 12
Valuations
Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
PER (x) 30.3 27.5 29.7 24.8 22.8 21.4
Price/Book value (x) 8.9 8.8 7.5 6.9 6.6 6.4
EV/Net sales (x) 5.2 43 4.1 3.8 3.5 3.2
EV/EBITDA (x) 20.1 17.9 17.1 15.7 14.7 13.7
Dividend Yield (%) 1.9 2.1 2.9 34 3.8 4.3

Source: Company; IDBI Capital Research

12
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provided herein. This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. We are not soliciting any action based on this material. It is for the general
information of clients of IDBI Capital. It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should
consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. We and our associates, officers, directors, and employees, including persons involved in the preparation or issuance of this material,
may from time to time have “long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. For the purpose of calculating whether IDBI Capital and its associates holds beneficially owns or controls, including

the right to vote for directors, 1% of more of the equity shares of the subject issuer of a research report, the holdings does not include accounts managed by IDBI Asset Management Company/ IDBI Mutual Fund.

IDBI Capital hereby declares that our activities were neither suspended nor we have materially defaulted with any Stock Exchange authority with whom we are registered in last five years. However SEBI, Exchanges and Depositories have conducted the routine inspection and
based on their observations have issued advice letters or levied minor penalty on IDBI Capital for certain operational deviations. We have not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has our certificate of registration been
cancelled by SEBI at any point of time. IDBI Capital, its directors or employees or associates, may from time to time, have positions in, or options on, and buy and sell securities referred to herein. IDBI Capital or its associates, during the normal course of business, from time to
time, may solicit from or perform investment banking or other services for any company mentioned in this document or their connected persons 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 instruments of the company(ies) discussed herein or their affiliate companies or act as advisor or lender / borrower to such company(ies)/associates companies or have other potential conflict of interest. This report may provide hyperlinks to other websites.
Except to the extent to which the report refers to the website of IDBI Capital, IDBI Capital states that it has not reviewed the linked site and takes no responsibility for the content contained in such other websites. Accessing such websites shall be at recipient's own risk. IDBI
Capital encourages the practice of giving independent opinion in research report preparation by the analyst and thus strives to minimize the conflict in preparation of research report. Accordingly, neither IDBI Capital nor Research Analysts have any material conflict of interest at
the time of publication of this report. We offer our research services to primarily institutional investors and their employees, directors, fund managers, advisors who are registered with us. The Research Analyst has not served as an officer, director or employee of Subject
Company. We or our associates may have received compensation from the subject company in the past 12 months. We or our associates may have managed or co-managed public offering of securities for the subject company in the past 12 months. We or our associates may
have received compensation for investment banking or merchant banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company in the past 12 months. We or our associates may have received any compensation or other benefits from the Subject Company or third party in connection with the research report. Research Analyst or his/her relative’s
may have financial interest in the subject company. IDBI Capital or its associates may have financial interest in the subject company. Research Analyst or his/her relatives does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of Research Report. IDBI Capital or its associates may have actual/be neficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding the date of publication of Research
Report. The Subject Company may have been a client during twelve months preceding the date of distribution of the research report. Price history of the daily closing price of the securities covered in this note is available at www.bseindia.com; www.nseindia.com and

www.economictimes.indiatimes.com/markets/stocks/stock-quotes.
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Most Important Terms and Conditions

1.

10.

11.

12.

These terms and conditions, and consent thereon are for the research services provided by the Research Analyst (RA) and RA cannot execute/carry out any trade (purchase/sell transaction) on behalf of, the client. Thus, the clients are advised not to permit RA to execute

any trade on their behalf.
The fee charged by RA to the client will be subject to the maximum of amount prescribed by SEBI/ Research Analyst Administration and Supervisory Body (RAASB) from time to time (applicable only for Individual and HUF Clients).

Note:

2.1. The current fee limit is Rs 1,51,000/- per annum per family of client for all research services of the RA.
2.2. The fee limit does not include statutory charges.
2.3. The fee limits do not apply to a non-individual client / accredited investor.

RA may charge fees in advance if agreed by the client. Such advance shall not exceed the period stipulated by SEBI; presently it is one quarter. In case of pre-mature termination of the RA services by either the client or the RA, the client shall be entitled to seek refund of

proportionate fees only for unexpired period.

Fees to RA may be paid by the client through any of the specified modes like cheque, online bank transfer, UPI, etc. Cash payment is not allowed. Optionally the client can make payments through Centralized Fee Collection Mechanism (CeFCoM) managed by BSE Limited

(i.e. currently recognized RAASB).

The RA is required to abide by the applicable regulations/ circulars/ directions specified by SEBI and RAASB from time to time in relation to disclosure and mitigation of any actual or potential conflict of interest. The RA will endeavor to promptly inform the client of any

conflict of interest that may affect the services being rendered to the client.
Any assured/guaranteed/fixed returns schemes or any other schemes of similar nature are prohibited by law. No scheme of this nature shall be offered to the client by the RA.

The RA cannot guarantee returns, profits, accuracy, or risk-free investments from the use of the RA’s research services. All opinions, projections, estimates of the RA are based on the analysis of available data under certain assumptions as of the date of

preparation/publication of research report.

Any investment made based on recommendations in research reports are subject to market risks, and recommendations do not provide any assurance of returns. There is no recourse to claim any losses incurred on the investments made based on the recommendations in

the research report. Any reliance placed on the research report provided by the RA shall be as per the client’s own judgement and assessment of the conclusions contained in the research report.
The SEBI registration, Enlistment with RAASB, and NISM certification do not guarantee the performance of the RA or assure any returns to the client.

For any grievances,

Step 1: the client should first contact the RA using the details on its website or following contact details:

(RA to provide details as per ‘Grievance Redressal / Escalation Matrix’)

Step 2: If the resolution is unsatisfactory, the client can also lodge grievances through SEBI’s SCORES platform at www.scores.sebi.gov.in

Step 3: The client may also consider the Online Dispute Resolution (ODR) through the Smart ODR portal at https://smartodr.in

Clients are required to keep contact details, including email id and mobile number/s updated with the RA at all times.

The RA shall never ask for the client’s login credentials and OTPs for the client’s Trading Account Demat Account and Bank Account. Never share such information with anyone including RA.
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