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Expecting strong business momentum down the road 

FSL delivered strong set of numbers during FY20. 3 new logo 
wins in Mortgage and 2 in Healthcare Provider are mainly 
attributable to such growth. 

Sympraxis, FirstCustomer Intelligence, MFocus, iLeverage and 
AnalyticsFirst are some of FSL’S prominent offerings across 
domains. 

Amongst the recent launches, partnerships & deal wins, it has 
launched pioneering platform-based service for ‘Post- Closing’ 
operations for a top mortgage lender – an anchor client. In 
addition has signed on one of the world’s leading card issuers 
for Digital Collections offering. In the Retail and Commercial 
banking arena, FSL is strategically partnering with top UK-based 
banks, enabling them to rapidly adapt to changing consumer 
preferences. More recently, have been playing a key role in 
helping them formulate a robust response to COVID-19 related 
challenges.  

The Company has operation centre in SEZ in Bangalore and 
Chennai, and will continue to identify qualifying locations in 
India that will be eligible for the SEZ benefits, going forward. 

 

FSL is further strengthening Digital Services Practice on the back 
of  its platform based services (e.g. Digital Collections) with an in-
tegrated IT, operations and infrastructure solution, to drive bet-
ter outcomes for clients 

 

The management believes that it has a well balanced mix of 
clients and industries, and going forward, shall continue to as-
sess, evaluate and address the risk of any over dependency.  

 

Last year, the Company has entered into energy sector in the UK 
with a new client and growth is expected to continue in this sector 
in the coming years. 
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The Company’s continued focus in creating the Digital Business practices has enabled it to offer 
differentiated productized services across industry segments. These services based on Digitisa-
tion, Robotics, Artificial Intelligence & Data Analytics enables the Company to retain and grow its 
wallet share with its clients and also win new logos. FSL has ramped up and stabilise the opera-
tions with a new client in Utility sector and continue to grow this segment to further diver-
sify the revenue and industry concentration. 

 

The trade war conflicts emerging 
between major economy like the 
US and China is likely to impact 
global business sentiments ad-
versely. Since beginning, the Com-
pany has recognized this and de-
veloped operational capabilities 

across the globe.  

 

In the process, the Company has successfully transformed itself from an offshore BPM 
Player to a multi shore BPM player, with significant local operational presence in the US 
and the UK, which has helped in winning more business in those geographies. 

 

The Company derives majority of its revenues from onshore services. While, the share of Off-
shore revenue has slightly increased in FY20. However, on overall trend, its dependence on off-
shore revenues has continued to decrease over time. Today, the Company has 17 operation cen-
tres with 3,992 employees in the US and 6 operations centres with 5,005 employees in the UK. 
Also, it is one of the largest employers in the UK BPM sector. 
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Revenue Share (%) FY17 FY18 FY19 FY20 Trend 

Offshore 21.30% 21.20% 19.80% 24.10%  

Onshore (includes In-
dia Domestic Business) 

78.70% 78.80% 80.20% 75.90%  
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 FSL continued to deliver strong growth across all its business segments. This was led by 
3 new logo wins in Mortgage and 2 in Healthcare Provider. 

 

 In the BFSI, Digitalization is transforming the overall segment. Company continues to 
evolve on Digital growth: 

          Launched Platform based service for ‘Post Closing market’ for Mortgage origina-
tions with an anchor client 

           One of world’s pre‐eminent card issuers signed a deal for Digital Collections offer-
ing 

   In Healthcare,  significantly revamped the Digital Intake offering for Health Plans, 
FSL foresees this as a great opportunity for strong traction in the market. 

   As a testimonial to as much Digital focus internally, the India Employee Engagement 

Summit 2020 recognized FSL with a top award for “Best Use of Technology in HR” 

 

 It has won two Golds and one Silver at the UK Complaints Handling Awards ’20, jointly 
with a leading banking client in the UK, making this third win in a row.  These are basically 
dedicated to managing consumer complaints efficiently. 

 

 Strategically partnering with top UK-based banks, enabling them to rapidly adapt to 
changing consumer preferences. More recently, have been playing a key role in helping 
them formulate a robust response to COVID-19 related challenges. 

 

 Immediate focus on short haul opportunities in BFS and HC Payer arising from demand-
supply capacity mismatch. 
 

 

 

 

 

Key business Highlights– FY20 
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Strong growth across all business segments despite 
market challenges 

 Revenue from operations grew 7.1% Y-o-Y to ` 4098.6cr 
and at a CAGR of 5% over FY16-20. The Company attributes this 
increase in its income from services to new business from existing 
clients and addition of few new clients.  

In addition, the Digital revenues are scaling up, which would fur-
ther drive higher levels of customer engagement and margin ex-
pansion.  
 

 Profit After Tax (PAT) fell 10.1% Y-o-Y to ` 339.7 cr. This 
was primarily due to key investments undertaken in the second 
half to drive future growth and higher operational cost in the first 
half of the year.  

PAT  grew at a CAGR of 5.5% over FY16-20. 

 

 Operating Margin de-grew 3.8% Y-o-Y to ` 443.7 cr. It grew 
at CAGR of 6.2% over FY16-20. While, Operating EBITDA 
grew 17.4% Y-o-Y to ` 628.9 cr. It grew at a healthy CAGR of 
10% over FY16-20. 

 

 During the year, the Company incurred capital expenditure of 
` 90.3cr mainly towards refurbishment and maintenance of op-
eration centers, technology upgrade and setting up of new op-
erations centers. 
 

 Debtors’ days as of March 20 were 50 days, as compared to 37 
days in last FY. The Company constantly focuses on reducing its 
receivables period by improving its collection efforts. 

 

 The cash and bank balance as of March 20 was ` 190.75 cr as 
compared to ` 47.38 cr in the previous FY. This Increase in cash 
was due to cash generated from operating activities offset by cash 
used in payment of dividend and investing activities. 
 

Financial Highlights– FY19-20 ` in  million 

REVENUE  

PAT 
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Operating Margin 

Operating EBITDA 
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The Company serves clients for Customer Management, Healthcare, Collections and 
mortgage business.  Clients from Customer Management accounted for 40% (FY2019: 
47%), clients from Healthcare accounted for 33% (FY2019: 35%), clients from Collections 
accounted for 11% (FY2019: 9%), clients from Mortgage accounted for 16% (FY2019: 9%) of 
the income from services in FY2020. 

In FY20, the BFSI vertical recorded the fast-
est growth driven by strong momentum in the Mortgage and Collections businesses. The 
Healthcare reported mixed performance with growth in the Provider segment partially off-
set by weakness in the Payer segment. While, Telecommunications and Media was im-
pacted by the re-balancing in a key client portfolio earlier during the year as well as some 
execution challenges. However, this vertical is showing signs of improvement. 

 

1. Healthcare  
In the healthcare industry, FSL is  amongst the selected few BPM players to cater to clients 
in both Provider and Payer segments. It caters to the following segments here: 

 Hospital Providers (eligibility and enrolment services, receivables management) 

 Health Plans (digital mailroom, claims processing and member services) 

 Health and Pharmacy Benefit Managers Services (data integrity services) 

The growing need for reducing costs and improving Healthcare outcomes would continue to 
fuel the demand for FSL offerings that integrate digital capabilities with human expertise. 
Moreover, after being hit by the pandemic, remote health monitoring and management 
has become priority for every individual and this would tend to continue even for coming 
years as well.  Thus, to offer seamless services to Healthcare clients, company is sharpening 
focus and making dedicated investments in both Provider and Payer businesses. 
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BUSINESS SEGMENTS 

Segment-wise breakdown of the income from 
services                                                               ` in cr 

Business Segments FY20 FY19 

Customer Management  1621.49 1791.10 

Healthcare  1331.06 1309.48 

Collections  440.97 353.63 

Mortgage  656.68 332.50 

Total 4050.20 3786.71 
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Digitalisation is transforming the BFSI segment in a big way. Today, banks globally are look-
ing at evolving into a technology platform with a banking licence. As per reports, Credit card, 
auto loan and student loan collections witnessed healthy traction in the US in 2019.  How-
ever, in the wake of pandemic large part of  population could undergo financial stress result-
ing in delay for collections. Therefore, going digital is much needed for business or organiza-
tion to save cost, time, improve collections and enhance customer experience. Thus, Financial 
services providers are fast adopting the technologies to deliver the same. They are either 
building in-house platforms or partnering with FinTech companies to harness such technolo-
gies.   

 

On the Mortgage services side too, Low mortgage rates are likely to keep housing demand 
buoyant over the next few years in the US. Mortgage originators are more into adoption of 
digital technologies. The manual process of records seem to fade away as  digital technolo-
gies will enable them to reduce redundancies, is cost efficient, enhance productivity and deliver 
good returns.  

 

In addition, Credit card segment being the backbone in the collection business, FSL en-
joys prominent position in the debt collection industry in the US. Thus, company is look-
ing for tapping opportunities here. Also, it continue to strengthen its presence in the Pre-
paid Payment Instruments (PPIs)-related requirements of large banks across key mar-
kets. Invoice financing, working capital factoring and SME lending are some of its other 
strengths. 
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2. Banking and Financial Services 

In the banking & finan-
cial vertical,  

FSL works with:  

3 of top 6          Retail banks in the UK 

4 of top 10       Lenders in the US 

3 of top 5         Credit card issuers in the US 

5 of top 10      Mortgage servicers in the US 

Segments in which FSL 
operates in Banking & 
Financial vertical 
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FSL provides a host of value-added services to its clients that include Intelligent Automa-
tion (IA), NPS predictions, analysis of consumption patterns of customers, improved 
operational efficiencies, ensuring enhanced customer experience and maximisation of 
cross-selling opportunities.  

 

The outbreak of COVID-19 and the ensuing lockdown led to a surge in media consumption 
(video on-demand and gaming). Thus, broadcasting, pay TV and land/fixed line providers are 
witnessing a rapid wave of digitalisation. Demand for Augmented and Virtual Reality in sev-
eral enterprise apps, ad-supported video is likely to sustain over the medium term, while that 
for data analytics, NPS predictions and analysis of customer consumption pattern is likely to 
remain strong. 
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3. Communications, Media and Technology 

In the Communica-
tions, Media and Tech-
nology vertical,  

FSL works with:  

1 of top 2        Broadcasting and media companies in the UK 

2 of top 6       Telecom and broadcasting companies in the US 

Segments in which FSL 
operates in this verti-
cal 
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The Company serves clients in North Amer-
ica, the UK and India. Clients from North 
America accounted for 62% (FY2019: 55%), 
clients from the UK accounted for 37% 
(FY2019: 44%), clients from India ac-
counted for 1% (FY2019: 1%). 

 
 

 

 

 

 

In FY2020, the Company had 
top client accounting for 21% 
of the income from services 
compared to top client account-
ing for 24% of its income from 
services in FY2019.  

The Company derives a signifi-
cant portion of its income from 
a limited number of large cli-

ents. In FY2020, the Company had 13 clients contributing individually over ` 50 cr each in 
annual revenues as compared to 14 in FY2019. In FY2020 and FY2019, income from the 
Company’s five largest clients amounted to ` 1666.02 cr and ` 1569.34 cr respectively, ac-
counting for 41% and 41% of its income from services respectively.  

Although FSL continues to increase and diversify its client base, it expects that a signifi-
cant portion of its income will continue to be contributed by a limited number of large 
clients in the near future. 
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Consolidated Revenue– Geography 

Client Concentration 

  ` in cr 

Particulars FY20 FY19 

Client concentra-
tion to revenues 

Amount % Amount % 

Top Client 853.44 21% 926.58 24% 

Top 5 customers 1666.02 41% 1569.34 41% 

All Clients 4050.19 100% 3786.71 100% 
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In 2019, despite the challenges in global economy, the IT industry maintained its resilience 
and continued its growth momentum driven by higher growth within BPM services and 
strong demand for digital and IT services across leading industries and geographies. Infra-
structure on Cloud, Cybersecurity, Big Data & Analytics, Artificial Intelligence (AI), Machine 
Learning (ML), Internet of Things (IoT), Block Chain and edge computing are the key emerg-
ing trends as opined by the global firms in the survey conducted by NASSCOM. 

 

As per NASSCOM’s Strategic Review 2020 report, the global ITBPM market stood at USD 1.5 
trillion (excluding hardware) in 2019 reflecting a growth of 5.6% over 2018. The IT services 
was at USD 729 Billion, a growth of 3.5% driven by increasing demand for application de-
velopment and management services. Global sourcing in IT services was in the range of USD 
121 – 123 Billion as against USD 113 – 115 Billion in 2018 reflecting a growth of 7.0% char-
acterised by a shift from traditional services to digital technologies, DevOps and Software as-
a-service (SasS) models. Intelligent Automation is emerging as a key growth driver for the 
BPM industry as clients automate recurring tasks and shift their focus on strategic work. 

 

Organisations are shifting gears to more value-added and outcome driven solutions. In the 
BPM industry, BPM 4.0 model is witnessing significant increase in its acceptance, focusing 
more on digital intervention and reducing dependency on legacy processes. 

The Indian IT-BPM industry, which accounts for 40%-45% share of the global services 
industry is expected to see some slivers of opportunities, though at a slower rate pri-
marily due to the pandemic impact, tight credit policies and slow economic reforms. 
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Industry overview 
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 The Company has revenue concentration on few big clients, with primary business in the 
US and the UK geography. Hence, any sort of economic slowdown/downturn in these econo-
mies and industries may affect the Company’s business. 

 

 The Company has a long selling cycle that ranges from months to multiple years for its 
BPM services and requires significant investment of capital, resources and time by both cli-
ents and the Company.  

 

 Highly competitive environment 

 

 Volatility in the US Interest Rates and Economic uncertainty 

 

 Currency volatility 
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Risks  & Threats 

Company Overview 

Firstsource Solutions Limited is a leading player in the Business Process Management 
(BPM) industry. Part of the RP-Sanjiv Goenka Group, Firstsource provides bespoke ser-
vices and solutions to its customers across Banking and Financial Services, Healthcare, 
Communications, Media and Technology and other diverse industries. It operates 36 
delivery centres across four geographies – US, UK, Philippines and India – to serve 100+ 
leading enterprises globally, including 17 Fortune 500 and 9 FTSE 100 companies. 
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Though management has not provided any 
guidance, we believe FSL to continue to  re-
port decent revenue in the next 1-2years as 
recent launches, partnerships & new deal 
wins would help revenue growth further.  

Moreover, as pandemic has hit economy hard 
the large part of  population could undergo 
financial stress. Therefore, going digital is 
much needed for business or organization to 
save cost, time, improve collections and en-
hance customer experience.  FSL is already on 
such growth path & would continue to evolve 
on Digital growth. 

 

Also, the sound fundamentals & financials 
attract the share price. It a cash rich com-
pany with attraction ROE & ROCE at 
12.21% and 13.70% respectively.  

The stock is available at an attractive P/E 
of  8.60x, lower than the peers. Therefore, 
we suggest to accumulate the stock for 2-3 
years tenure. 

Valuation Conclusion Share Price chart (past 1 year) 
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Shareholding pattern 
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Disclosures : 

 

Business Activity : 

Rudra Shares & Stock Brokers Limited is engaged in the business of providing broking services & distribu-

tion of various financial products. RUDRA is also registered as a Research Analyst under SEBI(Research 

Analyst) Regulations, 2014. SEBI Reg. No. INH100002524. 

 

Disciplinary History : 

There has been no instance of any Disciplinary action, penalty etc. levied/passed by any regula-

tion/administrative agencies against RUDRA and its Directo` Pursuant to SEBI inspection of books and re-

cords of Rudra, as a Stock Broker, SEBI has not issued any Administrative warning to Rudra. 

 

Terms & Conditions of issuance of Research Report: 

The Research report is issued to the registered clients. The Research Report is based on the facts, figures 

and information that are considered true, correct and reliable. The information is obtained from publicly 

available media or other sources believed to be reliable. The report is prepared solely for informational pur-

pose and does not constitute an offer document or solicitation to buy or sell or subscribe for securities or 

other financial instruments for clients. 

 

Disclosures with regard to ownership and material conflicts of interest : 

Rudra or its research analysts, or his/her relative or associate has any direct or  

Indirect financial interest in the subject company.                                                                NO                                                                                                                                                                                                                                                                                                                    

Rudra or its research analysts, or his/her relative or associate has any other  

material conflict of interest at time of publication of the research report.                            NO                                                                                                                                                                

Rudra or its research analysts, or his/her relative or associates have actual 

ownership of one per cent or more securities of the subject company.                                 NO                                                                                                    

 

Disclosures with regard to receipt of compensation : 

Rudra or its associates have received any compensation from the subject  

company in the past twelve months.                                                                                      NO                                                                                                                                                                                                                             

Rudra or its associates have managed or co-managed public offering of  

securities for the subject in the past twelve months.                                                              NO                                                                                                                                       

Rudra or its associates have received any compensation or other benefits   

from the subject company or third party in connection with the                                                                                   

research report .                                                                                                                      NO 
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Other Disclosures: 

The research analyst has served as an officer,director,employee of the  

subject company.                                                                                                             NO      

Rudra or its research analyst has been engaged in market making activity  

for the subject company.                                                                                                 NO                                                                                 

Rudra or its or associates have received any compensation from the  

subject company in the past twelve months.                                                                   NO  

 

Disclaimers: 

 

This Research Report (hereinafter called report) has been prepared and presented by RUDRA SHARES & STOCK 

BROKERS LIMITED, which does not constitute any offer or advice to sell or does solicitation to buy any securities. 

The information presented in this report, are for the intended recipients only. Further, the intended recipients are ad-

vised to exercise restraint in placing any dependence on this report, as the sender, Rudra Shares & Stock Brokers 

Limited, neither guarantees the accuracy of any information contained herein nor assumes any responsibility in rela-

tion to losses arising from the errors of fact, opinion or the dependence placed on the same.  

Despite the information in this document has been previewed on the basis of publicly available information, internal 

data ,  personal views of the research analyst(s)and other reliable sources, believed to be true, we do not represent it as 

accurate, complete or exhaustive. It should not be relied on as such, as this document is for general guidance only. 

Besides this, the research analyst(s) are bound by stringent internal regulations and legal and statutory requirements 

of the Securities and Exchange Board of India( SEBI) and the analysts' compensation was, is, or will be not directly 

or indirectly related with the other companies and/or entities of Rudra Shares & Stock Brokers Ltd and have no bear-

ing whatsoever on any recommendation, that they have given in the research report. Rudra Shares & Stock Brokers 

Ltd or any of its affiliates/group companies shall not be in any way responsible for any such loss or damage that may 

arise to any person from any inadvertent error in the information contained in this report. Rudra Shares & Stock Bro-

kers Ltd has not independently verified all the  information, which has been obtained by the company for analysis 

purpose, from publicly available media or other sources believed to be reliable. Accordingly, we neither testify nor 

make any representation or warranty, express or implied,  of the accuracy, contents or data contained within this 

document. Rudra Share & Stock Brokers Ltd  and its affiliates are engaged in investment advisory, stock broking, 

retail & HNI and other financial services. Details of affiliates are available on our website i.e. www.rudrashares.com.    

We hereby declare, that  the information herein may change any time due to the volatile market conditions, therefore, 

it is advised to use own discretion and judgment while entering into any transactions, whatsoever.  

Individuals employed as research analyst by Rudra Shares & Stock Brokers Ltd or their associates are not allowed to 

deal or trade in securities, within thirty days before and five days after the publication of a research report as pre-

scribed under SEBI Research Analyst Regulations. 

Subject to the restrictions mentioned in above paragraph, we and our affiliates, officers, directors, employees and 

their relative may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the secu-

rities or derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such 

securities and earn brokerage or profits. 
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