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RESEARCH :

IT Sector -

More of the same is good news

IT sector (coverage universe) continues to transition from a protracted IT CMP* TP
. . . o g . Company RECO
upgrade cycle and low discretionary spending to some normalisation in (INR) (INR)
H2FY25E which is our ‘base’ case. We believe that the growth/earnings cut ICS sz ADD Le2l
cycle has bottomed out, but the pace of recovery remains uncertain, INFO 1621 ADD 1,610
HCLT 1,481 ADD 1,525

especially with lingering macro events over the next couple of quarters.

The relative under-ownership in the sector can still provide tactical WPRO 538 REDUCE 465
ces . . LTIM 5,474 ADD 5,340
opportunities, even as valuations relative to benchmarks are not
. . . . . TECHM 1,472 REDUCE 1,220
compelling enough in aggregate —remain selective with preference for PSYS 4502 BUY 4600
TCS within tier-1 and Persistent Systems within mid-tier IT. ’ ’
LTTS 5025 REDUCE 4,260
Growth divergence to continue in Q1FY25E: For Q1FY25E, revenue growth MPHL 2,506 REDUCE 2210
divergence continues and is expected to range from -2.2% to +1.5% QoQ (- TELX 7,058 REDUCE 6,550
4.6% to +4.8% in YoY terms) for tier-1 IT. Q1 growth expectations for mid- CYL 1846  ADD 2,050
tier IT ranges from -1.6% QoQ to +4.9% QoQ. Within tier-1 IT, Infosys and BSOFT 709 ADD 775
LTIM are expected to lead growth at +1.4% and +1.5% QoQ, followed by ROl sl AL L0
+0.6/0.3% QoQ growth for TCS/TECHM and sequential decline for HCL ZENT 751 ADD 815
Tech and Wipro. Within mid-tier IT, growth is expected to be led by HAPPSTMN 831 ADD 900
Persistent Systems at 4.9% QoQ and Tata Elxsi at 3% QoQ (Transportation *MAST - 2,757 ADD 2,800
vertical). Q1 growth laggards are expected to be ER&D services such as CMP as on 21 Jul 2024
LTTS (SWC seasonality and Industrial Products) and Cyient. The negative
cross-currency impact is largely due to the weakening of Yen. Deal bookings 5 -
2 .
have been steady with fewer mega deals (Wipro — Communications deal) N e
s @5SOF
and deal share gains vs. global peers have continued. » m’ .
g 5 ILLX”;NP::)OU‘ @ HAPPSTMN
Unchanged guidance: We expect the companies to retain their revenue £7] mhand o ichy
outlook for FY25E - Infosys to retain its guidance of 1 to 3% CC growth for 0

FY25E (excluding in-tech acquisition), HCL Tech at 3 to 5% for FY25E, and T s w e o e .
L&T Tech at 8 to10% organic for FY25E. Wipro is expected to guide -0.5 to e

+1.5% revenue growth for Q2FY25E. Margins during the quarter are
expected to be subdued and impacted by higher visa costs, pricing pressure
and wage hikes (TCS). We expect margins to gradually recover in H2FY25E
with operating leverage and a favourable supply-side scenario.

Outlook: We expect IT sector growth at 4.0% in FY25E following 2.6% in
FY24. Importantly, profit growth is expected to accelerate to a high single
digit for FY25E following mid-single digit over the past two years. We raise
target multiples for Wipro, Tech Mahindra, and Persistent, given improving
growth/trajectories with a mega deal aiding visibility for Wipro (REDUCE),
growth momentum in Persistent (BUY), and margin recovery track in Tech
Mahindra (REDUCE). Valuation multiples have re-rated, on average, by

~10% the past month with no ch i i timates (mid-singl
o over e pas mon W1 no c ange m earnmgs estmates (m1 smg e Apurva Prasad

apurva.prasad@hdfcsec.com
+91-22-6171-7327

digit cuts over the past 3/6 months). NIFTY IT index valuations are above
the historical premium/discount to NIFTY and Accenture valuations (near
peak valuation premium) despite large strides by Accenture on GenAl The
current valuations at 27x are >10% over the 5Y average and ~30% above the
10Y average, which limits the upside case. Amit Chandra
amit.chandra@hdfcsec.com
+91-22-6171-7345
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Q1FY25E Results Preview

Exhibit 1: IT Services: Q1FY25E Quarterly Financial Summary
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NET S’;{f)s (USD | NET SALES (INR bn) EBIT (INR bn) EBIT Margin (%) APAT (INR bn) Adj. EPS (INR)
Company 01 QoQ YoY 01 QoQ YoY| 01 QoQ YoY| Q1 QoQ YoY| 01 QoQ YoY| 0Q1 Q4 Q1
FY25E (%)  (%)| FY25E (%) (%) | FY25E (%) (%)| FY25E  (bps)  (bps)| FY25E (%) (%)| FY25E FY24 FY24
TCS 7409 06 25| 61790 09  41|151.01 (5.1) 98| 244 -156 127|11912 (42) 76| 329 344 306
INFO 4630 14 03| 38615 1.8 18| 7993 49 13| 207 60  -10| 6221 (3.9) 46| 150 156 144
HCLT 3353  (2.2) 48| 279.66 (1.9) 64| 4774 (49) 70| 171  -54 11| 3717 (67) 52| 137 147 130
WPRO 2,651 (0.2) (46)| 22219 00 (27)| 3623 21 48| 163 32 116| 2983 52 39 5.7 5.4 5.2
LTIM 1,085 15 25| 9049 1.8 40| 1355 35 (66)| 150 25 -170| 1160 54 07| 392 372 390
TECHM 1553 03 (3.0)| 12955 0.6 (1.6)| 1032 9.0 157| 8.0 61 119| 973 04 405| 110 109 7.8
PSYS 326 49 153| 2721 50 172| 375 03 83| 138  -66 -113| 3.04 (3.7) 146 197 205 172
LTTS 302 (0.9) 80| 2523 (06) 96| 429 01 85| 17.0 12 -18| 347 18 116| 328 323 294
MPHL 415 1.0 42| 3458 13 63| 522 28 46| 151 22 25| 400 1.8 10| 214 210 211
TELX 112 3.0 8.3 9.34 3.1 9.9 224  (43) (2.8) 239 -186  -312 1.88 (45) (04) 30.2 31.6 30.3
CYL 176 (1.6) (0.3) 1473 (1.1) 1.2 221  (74) (5.5) 150 -102  -106 159 (85) (1.8) 144 15.7 14.8
BSOFT 166 1.0 7.8 13.81 1.3 9.3 2.06 2.8 20.0 14.9 21 133 1.66 (1.0) 20.7 6.0 6.1 5.0
SSOF 8 20 78 695 24 97| 132 128 (L1)| 190 174 -209| 129 165 7.1 4.6 39 43
ZENT 152 25 17| 1267 3.0 32| 184 26 (2.0)| 145 6 -78| 168 (33) 72 73 7.6 6.8
HAPPSTMN 55 101 159 460 102 17.6| 045 (337) (39.7)| 9.9 -652 -936| 036 (42.0) (38.0) 2.8 48 40
MAST 96 2.3 8.8 8.05 3.3 11.1 1.03 54 (4.1) 12.8 25 -202 0.75 (18.6) 6.9 23.7 29.1 22.7
Aggregrate 22565 04 1.5/1,88310 0.7 3.1|36319 (13) 59| 193 -39 52(289.37 (3.0) 6.6
Source: HSIE Research, WPRO USD Rev is IT services, CYL is DET business and SSOF is IITS USD rev & IITS EBITDA margin
Exhibit 2: Q1FY25E revenue growth expectation (QoQ CC)
12.0 -
Infosys has contribution from 100 - 102
InSemi (semiconductor design 8.0 -
services ~900 employees) 6.0 -
acquisition at <0.1% in Q1 40 1
2.0
0.0
2.0 -
Wipro has contribution from 40 |

Aggne Global (consulting &
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insurance/ Duck Creek) 0.3%
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Source: HSIE Research; Inorganic growth for Wipro is 0.3% QoQ, TECHM is 0.2% QoQ and HAPPSTMN is
8.5% QoQ

Exhibit 3: Q1FY25E EBITM QoQ bps expectation

Orchid Cybertech (TPG 300 1
Telecom Philippines captive 200 1 e
~2,950 employees) or 0.2% QoQ 108
impact on growth) 100

200 -

-300
Happiest Minds has 400
contribution from PureSoft 00
(BFSI, Healthcare vertical 600

700 - -652
~1,200 employees) and Aureus 8 2 5 2 2 2 ¢ B 2 38 E B E B &
(Insurance vertical ~140 ~ ez ¥ & 5 g £ 3 g B °© 2 & § E g
employees) at 8.5% QoQ - &
impact on growth Source: HSIE Research; Sonata is IITS EBITDA margin and Cyient is DET EBIT margin
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Exhibit 4: IT Services: valuation metrics

MCap EPS (INR) P/E (x) RoE (%) USDRev | _EFS
Company |aNR SMP TP prco CAGRo |CAGR%
by INR) INR) FY23 FY24 FY25E FY26E |FY23 FY24 FY25E FY26E| FY23 FY24 FY25E FY26E| pyoi'o o F;{::-
TCS 14700 4017 4420 ADD | 1165 1289 1420 157.8| 345 312 283 255| 469 516 554 582| 65 107
Infosys 6727 1,621 1,610  ADD 582 597 631 730| 279 271 257 222| 320 303 291 321| 56 10.6
HCLTech |4018 1,481 1525  ADD 547 579 592 693| 271 256 250 214| 233 235 231 261| 64 9.4
Wipro 2818 538 465 REDUCE | 217 211 227 259| 248 255 238 208| 158 144 155 170| 35 107
LTIMindtree| 1,618 5474 5340  ADD | 1491 1550 1739 2137| 367 353 315 256| 286 250 239 255| 103 174
TechM 1299 1472 1220 REDUCE | 575 319 495 717| 256 461 298 205| 185 103 161 224| 57 49.8
Persistent | 693 4502 4,600  BUY 613 734 892 1149| 734 613 504 392| 251 245 255 279| 178 251
L&TTech | 531 5025 4260 REDUCE |1108 1235 1330 1577| 453 407 378 319| 257 254 244 250| 109 13.0
Mphasis 469 2506 2210 REDUCE | 876 831 865 1004| 286 301 290 250 220 186 178 192| 75 9.9
TataElxsi | 440 7,058 6550 REDUCE |1213 1272 1448 1724| 582 555 488 409| 410 345 333 340| 136 164
Cyient 204 1846 2050  ADD 512 678 739 930| 361 272 250 199| 172 194 183 208| 115 17.1
Birlasoft 195 709 775 ADD 163 222 247 297| 434 319 287 239 179 223 207 215 110 156
Sonata 177 630 600 ADD 161 172 199 257| 391 366 316 245 377 357 361 386| 13.0 2.1
Zensar 172 751 815 ADD 143 291 311 355| 524 258 242 212| 113 200 181 183| 90 104
ﬁ?ﬁgf“ 127 831 900 ADD 155 156 179 250| 537 532 463 332| 313 205 175 215| 298 265
Mastek 85 2757 2,800  ADD 86.6 962 1122 1413| 318 286 246 195 194 161 158 173| 123 21.2
IT AVG 399 364 319 259 259 245 244 266| 109 17.9
IT Median 364 315 288 242| 242 229 219 237| 106 16.0

Source: HSIE Research, CMP as on 2nd Jul 2024

Exhibit 5: Global IT Peers: valuation metrics

o EP
MCap o EPS P/E (x) RoE (%) USD Rev CAG; N
Company | (USD TP  RECO CAGR% ?
UsD FY23 FY24 FY25E FY26E | FY23 FY24 FY25E FY26E| FY23 FY24 FY25E FY26E FY24-
bn) FY24-26E 26E
Accenture 2032 303 NA NR 117 119 128 141| 259 254 236 214| 288 276 271 262 63 89
Cognizant 335 68 NA NR 44 4.6 46 50| 153 149 147 137| 188 167 166 163| 23 44
Capgemini® | 329 188 NA NR 91 124 123 133| 207 151 153 142| 170 165 177 176| 38 32
EPAM 106 186 NA NR 73 106 101 11.0| 254 175 184 169| 153 129 154 144| 3.1 19
Globant 77 176 NA NR 3.6 5.7 6.4 75| 497 307 277 234| 106 98 146 152| 161 14.6
TietoEVRY” | 22 18 NA NR 1.6 2.1 2.0 23| 115 85 89 81| 107 103 118 132| 24 25
Global IT
e 247 187 181 163| 169 156 172 172 5.6 5.9
Gl‘)b.al IT 230 163 168 155| 161 147 160 158 3.4 3.8
Median

Source: Bloomberg consensus, HSIE Research, CMP as on 2nd Jul 2024, ~ in EUR
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Exhibit 6: Change in estimates
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Revenue USD Mn Change (%) EBIT % (NEW) Change (bps) EPS (INR) NEW Change (%)

Company (NEW)

FY25E  FY26E| FY25E  FY26E| FY25E  FY26E| FY25E  FY26E| FY25E  FY26E| FY25E  FY26E
TCS 30542 32995 -1.3%  -14% 256 26.0 12 6| 1420  1578]  07%  -1.7%
INFO 19138 20697|  03%  06% 21.0 220 -14 4 63.1 730  01%  08%
HCLT 13764 15029 -12%  -13% 18.0 19.0 6 2 59.2 693  -15%  -15%
WPRO* 10,854 11,568]  02%  02% 15.7 169 10 16 27 2590 05% 1.1%
LTIM 4560  5213|  00%  0.0% 15.8 17.0 -16 of 1739  2137| -06%  00%
TECHM 6373 7010|  -02%  -02% 9.6 132 -93 -30 495 7170 5.1% 1.1%
PSYS 1,389 1,646 11%  1.0% 146 15.8 -69 -60 892  1149| 33%  -22%
LTTS 1268 1432  09%  10% 16.4 17.1 6 23| 1330  1577|  05% = -03%
MPHL 1,600 1858  00%  0.0% 15.0 155 3 0 865  1004| -02%  00%
TELX 479 53| 00%  0.0% 27.0 27,5 0 0| 1448  1724|  00%  00%
CYL 931 1,072 21%  -15% 146 155 36 -18 73.9 930 -48%  -27%
BSOFT 687 785  -30%  -3.7% 146 153 3 24 247 297 03%  -35%
SSOF* 354 413 00%  01% 195 215 220 -86 199 257|  58%  -33%
ZENT 631 704 03%  05% 149 15.1 14 0 311 3550 22%  23%
HAPPSTMN 263 331 00%  0.0% 161 178 2 0 179 250  04%  0.0%
MAST 405 465 -11%  -1.0% 142 152 62 26| 1122 1413) B1%  -17%

Source : Company, HSIE Research; * Wipro is IT Services USD revenue and Sonata is IITS revenue & IITS EBITDA margin
Exhibit 7: Change in TP & Rating

Companies (11\1:1[;:11;) CMP (INR) T(fN%l)d l\lngT)P Old Rating lefi‘;’g mulfi’;‘lie © mullé;‘l“; o SYAvE() 10Y Avg (0
TCS 14,700 4,017 4,500 4,420 ADD ADD 28 28 % 23
INFY 6,727 1,621 1,595 1,610 ADD ADD 2 2 23 20
HCLT 4,018 1,481 1,545 1,525 ADD ADD %) %) 18 16
WPRO? 2,818 538 435 465 REDUCE  REDUCE 17 18 19 17
LTIM 1,618 5,474 5,340 5,340 ADD ADD 25 25 28 24
TECHMA 1,299 1,472 1,135 1220  REDUCE REDUCE 16 17 18 16
PSYS" 693 4,502 4,110 4,600 BUY BUY 35 40 29 %)
LTTS 531 5,025 4,270 4260  REDUCE REDUCE 27 27 31 27
MPHL 469 2,506 2,210 2210  REDUCE REDUCE %) %) 23 18
TELX 440 7,058 6,550 655  REDUCE REDUCE 38 38 13 33
CYL 204 1,846 2,100 2,050 ADD ADD %) %) 16 15
BSOFT 195 709 800 775 ADD ADD 26 26 18 13
SSOF 177 630 610 600 ADD ADD 23 23 19 15
ZENT? 172 751 625 815 ADD ADD 18 23 16 14
HAPPSTMN 127 831 900 900 ADD ADD 36 36 53 NA
MAST 85 2,757 2,850 2,800 ADD ADD 20 20 17 14

Source : Company, HSIE Research, CMP as on 274 Jul 2024, " indicates multiple upgrade/downgrade
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Exhibit 8: Consensus FY25E Earnings upgrade/downgrade
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Exhibit 9: Consensus P/E multiple rerating/derating

20%
10% -
0% -
-10%
-20% A
-30%

-40% -

_17%

11%

0%
-5% 0, 0,
5% 7% 7% -8% -11%

- 00
14% 15%

-33%

[—‘H»JCDH(D&OOAE
zm>~u_1>-'kmm:~§
Ng YT EESEEESG

[_4

60%
50%
40%
30%
20%
10%

0%

56%

49% 46%

21%
° 18% 18% 16%

PSYS
BSOFT
ZENT
WPRO
MPHL
NSEIT
HCLT
INFO
LTTS
TCS
CYL
LTIM

E
9]
s3]
=

Source: Bloomberg, HSIE Research, Note: change from Jun’23 till Jun'24 Source: Bloomberg, HSIE Research, Note: change from Jun’23 till

Jun’24

Exhibit 10: IT Services stock performance (%) — ZENT, TECHM, PSYS, LTIM and WPRO led the outperformance in
last 3M

Company (U“;[]';alfn) CMP(NR) 1W(%)  1IM(%)  3M(%)  6M(%) 1Y (%) 3Y (%) 5Y(%)  YTD (%)
TCS 1742 4,017 5 9 3 6 22 21 - 6
INFO 80.6 1,621 5 15 9 6 21 3 119 5
HCLT 481 1,481 2 12 3 1 25 50 179 1
WPRO 337 538 8 23 12 15 38 0 - 14
LTIM 19.4 5,474 7 16 12 -1 5 35 210 -13
TECHM 17.2 1,472 3 20 19 15 30 35 107 16
PSYS 83 4,502 13 23 0 2200 132 2
LTTS 6.4 5,025 4 12 -3 28 75 191 -4
MPHL 57 2,506 4 10 2 -6 32 16 158 9
TELX 53 7,058 -8 59 666
CYL 25 1,846 r -8 23 111 242 -
BSOFT 23 709 2 17 -8 3 78 680 2
SSOF 2.1 630 9 22 -11 25 123 376 -15
ZENT 2.0 751 0 23 124 194 -
HAPPSTMN 15 831 0 5 3 9 401 7
MAST 1.0 2,757 3 16 7 2 42 18 482 2
NSE IT Index 5 15 7 6 26 29 132 5
NIFTY 2 7 7 11 26 53 103 11
Nasdaq 1 7 10 21 30 22 120 19
Source: Bloomberg, HSIE Research, CMP as on 2nd Jul 2024
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Exhibit 11: IT Sector P/E and EPS Growth
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Source : Company, HSIE Research, Size of the bubble denotes market cap
Exhibit 12: USD-INR vs IT index trend
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Exhibit 13: Currency trends

Source: Bloomberg

Unfavourable movement of GBP, EUR and JPY led negative cross currency impact in Q1
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EUR-USD trend

USD-JPY trend
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Source: NSE, Bloomberg, HSIE Research Source: NSE, Bloomberg, HSIE Research

Exhibit 14: IT Sector YoY revenue growth bottomed-out

in Q1FY25

Exhibit 15: IT Sector QoQ revenue growth remains soft
due to weakness in discretionary IT spend
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Exhibit 16: Margin at bottom and to recover ahead - IT

Company, HSIE Research

Source: Company, HSIE Research

Exhibit 17: Margins moderated in Q1FY25E
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Exhibit 18: Base case growth recovery from H2FY25E - IT
Sector aggregate revenue growth and EBITM trend
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Exhibit 19: Tier -1 IT revenue growth and margin trend
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Source: Company, HSIE Research

Exhibit 20: Key deals announced in Q1FY25

Source: Company, HSIE Research; Tier 1 includes TCS, INFO, HCLT,
WPRO, LTIM & TECHM

Company Client Vertical Region Services
TCS Burgan Bank BFSI Kuwait Consolidation of legacy applications
Xerox Technology & Services Us Cloud & GenAl
Infosys éﬁfﬂf;i)i;ﬁ;ula E World Public Services (Sports) us Three year deal for Al & Digital experience services
First Abu Dhabi Bank BFSI UAE IT infrastructure services modernisation
Telstra Communication Australia  Al-led Engineering transformation
Commerzbank BFSI Germany  Unified trading platform
Nihon Chouzai Life sciences Japan Mobile app development — telemedicine services
HCL Tech State Bank of India BFSI India Five year digital transformation deal
Olympus Life science & Healthcare Japan Engineering and R&D services
apoBank BFSI Germany Managed services
Wipro Nokia Communication Finland Digital Workplace Services
Close Brothers BFSI UK IT operations & modernisation
Hanesbrands Inc Consumer Business Unit ~ US Digital transformation
NA Communication us USD 500mn managed services deal
LTTS FORVIA Tssentton France ]SE:;T‘II{I :LeSmn deal for 5 yrs of Engineering development
Airbus Transportation Europe Establising Centre of Excellence

Source: Company, HSIE Research
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Exhibit 21: Quarterly USD revenue growth trend (QoQ CC %)

USDRev(QoQ CC%)  Q2FY22 Q3FY22 Q4FY22 QIFY23 Q2FY23 Q3FY23 Q4FY23 QIFY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25E
TCS

INFO

HCLT
WPRO
LTIM
TECHM
PSYS

LTTS

MPHL
TELX

CYL

BSOFT
SSOF

ZENT
HAPPSTMN
MAST
Source: Company, HSIE Research, Wipro is IT services rev and Sonata is IITS Rev, SSOF is USD rev growth from Q2FY22 to Q4FY22, HAPPSTMN is
USD rev growth from Q2FY22 to Q2FY23; Inorganic growth for Wipro is 0.3% QoQ, TECHM is 0.2% QoQ and HAPPSTMN is 8.5% QoQ

Exhibit 22: Quarterly EBIT Margin trend (%)

EBIT Margin (%) Q2FY22 Q3FY22 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25E

s I =

INFO 21.0 20.8 21.2
HCLT 18.2 - 18.5
WPRO 16.3 16.0 16.1
LTIM 16.4 16.7
TECHM 11.2
PSYS

LTTS

MPHL
TELX

CYL 13.9
BSOFT 13.1 13.4
ZENT 10.9 10.1 10.1
HAPPSTMN 19.7 21.0

MAST 17.2 14.4
Source: Company, HSIE Research, WPRO is IT services margin and SSOF is IITS EBITDA Margin
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Exhibit 23: Financial Snapshot
TCS (M-cap INR 14,700bn, CMP 4017, TP 4420, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 22,032 22,174 25,707 27,927 29,080 30,542 32,995
Revenue 1,569.49 1,641.77 191754  2,254.58 2,40893  2,557.29 2,804.56
EBIT 385.80 424.81 484.53 542.37 593.11 654.27 728.28
APAT 323.40 333.56 383.27 421.47 466.35 513.70 571.03
AEPS (INR) 89.4 92.2 105.9 116.5 128.9 142.0 157.8
EBIT margin (%) 24.6 25.9 25.3 241 24.6 25.6 26.0
USD Revenue growth (%) 54 0.6 15.9 8.6 4.1 5.0 8.0
EPS growth (%) 2.8 3.1 14.9 10.0 10.6 10.2 11.2
P/E (x) 449 43.6 37.9 34.5 31.2 28.3 255
EV/EBITDA (x) 33.5 30.2 26.4 23.7 219 19.9 17.9
RoE (%) 37.3 39.1 43.7 46.9 51.6 55.4 58.2

INFO (M-cap INR 6,727bn, CMP 1621, TP 1610, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 12,781 13,562 16,310 18,212 18,562 19,138 20,697
Revenue 907.91 1,004.73 1,216.41 1,467.67 1,536.71 1,602.43 1,759.21
EBIT 193.74 246.22 280.15 309.06 317.47 337.29 387.11
APAT 164.04 193.51 221.11 240.95 247.50 261.50 302.58
AEPS (INR) 39.6 46.7 53.4 58.2 59.7 63.1 73.0
EBIT margin (%) 21.3 24.5 23.0 211 20.7 21.0 22.0
USD Revenue growth (%) 8.3 6.1 20.3 11.7 1.9 31 8.1
EPS growth (%) 4.0 18.0 14.3 9.0 2.7 5.7 15.7
P/E (x) 40.9 34.7 304 27.9 27.1 25.7 222
EV/EBITDA (x) 29.0 22.7 20.2 18.3 17.4 16.5 14.4
RoOE (%) 25.2 27.3 29.2 32.0 30.3 29.1 32.1

HCLT (M-cap INR 4,018bn, CMP 1481, TP 1525, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 9,936 10,176 11,537 12,586 13,270 13,764 15,029
Revenue 706.78 753.79 856.51 1,014.56 1,099.13 1,152.46 1,277.42
EBIT 138.53 160.71 162.04 184.84 200.27 207.00 242.83
APAT 110.62 124.62 134.99 148.52 157.02 160.71 187.98
AEPS (INR) 40.8 45.9 49.7 54.7 57.9 59.2 69.3
EBIT margin (%) 19.6 21.3 18.9 18.2 18.2 18.0 19.0
USD Revenue growth (%) 15.1 24 13.4 9.1 54 3.7 9.2
EPS growth (%) 9.3 12.7 8.3 10.0 5.7 2.3 17.0
P/E (x) 36.3 322 29.8 27.1 25.6 25.0 214
EV/EBITDA (x) 23.6 194 18.8 17.0 15.6 14.9 13.0
ROE (%) 23.8 224 221 23.3 235 23.1 26.1

WPRO (M-cap INR 2,818bn, CMP 538, TP 465, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
ITS Revenue (USD mn) 8,256 8,137 10,356 11,147 10,805 10,854 11,568
Revenue 610.23 619.43 790.93 904.88 897.60 913.66 988.50
EBIT 101.42 120.14 133.75 135.13 135.76 143.32 166.89
APAT 97.22 107.95 122.19 113.50 110.45 118.61 135.47
AEPS (INR) 18.6 20.6 23.3 21.7 21.1 22.7 25.9
IT Services EBIT margin (%) 18.1 20.2 17.8 15.7 16.1 16.1 17.3
USD Revenue growth (%) 1.7 (1.4) 27.3 7.6 3.1) 0.5 6.6
EPS growth (%) 7.0 11.0 13.2 (7.1) 2.7) 74 14.2
P/E (x) 29.0 26.1 23.1 24.8 255 23.8 20.8
EV/EBITDA (x) 21.0 17.4 16.1 15.3 15.1 14.3 124
RoOE (%) 17.3 194 20.2 15.8 14.4 1615 17.0
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LTIM (M-cap INR 1,618bn, CMP 5474, TP 5340, ADD)

INR bn FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 3,502 4,106 4,287 4,560 5,213
Revenue 261.09 331.83 355.17 381.81 443.06
EBIT 46.52 53.85 55.69 60.50 75.11
APAT 39.50 44.10 45.85 51.44 63.22
AEPS (INR) 1335 149.1 155.0 1739 213.7
EBIT margin (%) 17.8 16.2 15.7 15.8 17.0
USD Revenue growth (%) 27.5 17.2 44 6.4 14.3
EPS growth (%) 29.5 11.6 4.0 12.2 229
P/E (x) 41.0 36.7 35.3 31.5 25.6
EV/EBITDA (x) 29.5 25.3 23.9 21.4 17.3
RoOE (%) 30.5 28.6 25.0 23.9 25.5

TECHM (M-cap INR 1,299bn, CMP 1472, TP 1220, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 5,182 5,111 5,998 6,606 6,277 6,373 7,010
Revenue 368.68 378.55 446 46 532.90 519.96 533.58 595.86
EBIT 42.80 53.89 65.00 60.72 31.47 51.38 78.59
APAT 4251 44.79 55.66 50.68 28.16 43.64 63.22
AEPS (INR) 482 50.8 63.1 575 31.9 495 71.7
EBIT margin (%) 11.6 14.2 14.6 114 6.1 9.6 13.2
USD Revenue growth (%) 43 (1.4) 17.3 10.1 (5.0) 15 10.0
EPS growth (%) 1.1) 54 243 8.9) (44.4) 55.0 449
P/E (x) 305 29.0 233 25.6 46.1 29.8 20.5
EV/EBITDA (x) 21.6 17.4 15.3 15.5 25.0 17.3 12.4
RoE (%) 202 19.2 215 185 10.3 16.1 224

PSYS (M-cap INR 693bn, CMP 4502, TP 4600, BUY)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 502 566 766 1,036 1,186 1,389 1,646
Revenue 35.66 41.88 57.11 83.51 98.22 116.29 139.90
EBIT 3.27 5.07 7.92 12.47 14.15 17.01 22.13
APAT 3.59 4.51 6.90 9.43 11.30 13.73 17.68
AEPS (INR) 23.3 29.3 449 61.3 734 89.2 114.9
EBIT margin (%) 9.2 12.1 13.9 14.9 14.4 14.6 15.8
USD Revenue growth (%) 43 12.9 35.2 35.3 14.5 17.1 18.5
EPS growth (%) (1.8) 25.6 53.2 36.6 19.8 215 28.8
P/E (x) 193.0 153.7 100.3 73.4 61.3 50.4 39.2
EV/EBITDA (x) 137.6 98.5 70.1 445 39.2 327 25.2
ROE (%) 144 174 22.4 25.1 245 255 27.9

LTTS (M-cap INR 531bn, CMP 5025, TP 4260, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 786 737 880 990 1,164 1,268 1,432
Revenue 56.19 54.50 65.70 80.14 96.47 106.15 121.75
EBIT 9.28 7.89 12.01 14.79 16.47 17.36 20.81
APAT 7.51 6.27 9.57 11.70 13.04 14.03 16.64
AEPS (INR) 71.1 59.4 90.7 110.8 123.5 133.0 157.7
EBIT margin (%) 16.5 14.5 18.3 18.5 17.1 16.4 17.1
USD Revenue growth (%) 8.7 (6.3) 19.5 12.4 17.6 8.9 13.0
EPS growth (%) 9.3 (16.5) 52.7 22.2 11.4 7.7 18.6
P/E (x) 70.6 84.6 55.4 45.3 40.7 37.8 31.9
EV/EBITDA (x) 47.1 51.0 36.1 29.4 26.3 24.1 19.9
RoE (%) 28.6 20.1 25.1 25.7 25.4 24.4 25.0
Page | 11



H} HDFC securitios | 2( f
Q1FY25E Results Preview Click. Invest. Grow. YEARS

INSTITUTIONAL RESCARCH

MPHL (M-cap INR 469bn, CMP 2506, TP 2210, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 1,240 1,309 1,593 1,718 1,609 1,690 1,858
Revenue 88.44 97.22 119.62 137.99 132.79 141.54 157.97
EBIT 14.19 15.61 18.27 21.09 20.11 21.20 24.54
APAT 11.42 12.17 14.46 16.38 15.55 16.17 18.77
AEPS (INR) 61.1 65.0 77.3 87.6 83.1 86.5 100.4
EBIT margin (%) 16.0 16.1 153 153 15.1 15.0 15.5
USD Revenue growth (%) 10.8 5.6 21.7 7.8 6.3) 5.0 9.9
EPS growth (%) 6.4 6.5 18.9 13.2 (5.1) 4.0 16.1
P/E (x) 41.0 38.5 324 28.6 30.1 29.0 25.0
EV/EBITDA (x) 27.4 24.8 21.2 18.3 18.5 17.0 14.8
RoOE (%) 20.6 19.7 21.5 22.0 18.6 17.8 19.2

TELX (M-cap INR 440bn, CMP 7058, TP 6550, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 227 247 331 390 429 479 553
Revenue 16.10 18.26 24.71 31.45 35.52 40.14 47.00
EBIT 3.00 4.78 7.10 8.80 9.47 10.82 12.90
APAT 2.71 3.68 5.50 7.55 7.92 9.02 10.73
AEPS (INR) 43.6 59.1 88.3 121.3 127.2 144.8 172.4
EBIT margin (%) 18.6 26.2 28.8 28.0 26.7 27.0 27.5
USD Revenue growth (%) 0.9) 8.8 34.3 17.7 9.9 11.8 15.4
EPS growth (%) (6.4) 35.6 49.3 37.4 4.9 13.8 19.1
P/E (x) 162.0 119.4 80.0 58.2 5615 48.8 40.9
EV/EBITDA (x) 126.2 82.3 56.0 444 40.6 35.3 29.5
ROE (%) 26.7 30.1 37.2 41.0 345 33.3 34.0

CYL (M-cap INR 204bn, CMP 1846, TP 2050, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 625 557 608 746 863 931 1,072
Revenue 4427 41.32 4534 60.16 71.47 78.08 91.69
EBIT 408 416 6.30 7.67 10.36 11.38 14.18
APAT 373 3.72 522 5.65 7.49 8.16 10.26
AEPS (INR) 338 337 473 51.2 67.8 73.9 93.0
EBIT margin (%) 92 10.1 13.9 12.8 145 14.6 15.5
USD Revenue growth (%) (.3) (10.9) 92 2.7 15.6 7.9 15.2
EPS growth (%) 17.2 13.1 (24.0) 0.2) 405 82 325
P/E (x) 54.7 54.8 39.0 36.1 27.2 25.0 19.9
EV/EBITDA (x) 335 317 238 20.1 15.3 13.9 11.2
RoE (%) 145 135 17.2 17.2 19.4 183 20.8

BSOFT (M-cap INR 195bn, CMP 709, TP 775, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 464 480 555 595 637 687 785
Revenue 32.91 35.56 41.30 47.95 52.78 57.53 66.71
EBIT 3.09 449 5.64 4.38 7.51 8.43 10.19
APAT 2.24 3.21 4.64 4.50 6.11 6.80 8.17
AEPS (INR) 8.1 11.7 16.8 16.3 222 24.7 29.7
EBIT margin (%) 9.4 12.6 13.6 9.1 142 14.6 15.3
USD Revenue growth (%) (2.2) 34 15.7 7.2 7.1 79 14.2
EPS growth (%) (5.3) 43.1 44.5 (3.0) 36.0 11.2 20.1
P/E (x) 87.0 60.8 42.1 43.4 31.9 28.7 23.9
EV/EBITDA (x) 48.1 34.7 28.5 35.3 21.2 18.7 152
RoE (%) 12.4 15.8 19.5 17.9 223 20.7 215
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SSOF (M-cap INR 177bn, CMP 630, TP 600, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 181 160 203 241 324 354 413
Revenue 37.43 42.28 55.53 74.49 86.13 95.79 111.17
EBIT 3.36 3.40 4.16 5.45 5.96 6.97 9.11
APAT 2.77 2.44 3.76 4.52 4.83 5155 7.20
AEPS (INR) 9.9 8.7 13.4 16.1 17.2 19.9 25.7
IITS EBITDA margin (%) 22.0 241 23.0 20.9 21.0 19.5 215
EBIT margin (%) 9.0 8.0 7.5 7.3 6.9 7.3 8.2
USD Revenue growth (%) 12.2 (11.3) 26.6 18.7 34.3 9.4 16.8
EPS growth (%) 12.3 (11.9) 54.3 20.0 6.9 15.6 28.9
P/E (x) 63.8 724 46.9 39.1 36.6 31.6 245
EV/EBITDA (x) 47.0 45.4 36.9 30.4 25.6 22.0 17.1
ROE (%) 38.5 31.0 37.6 37.7 35.7 36.1 38.6

ZENT (M-cap INR 172bn, CMP 751, TP 815, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 566 494 569 604 592 631 704
Revenue 40.10 36.68 42.44 48.48 49.02 52.92 59.86
EBIT 347 5.11 472 3.69 7.38 7.87 9.02
APAT 2.63 252 416 3.28 6.65 7.10 8.11
AEPS (INR) 115 15.3 182 14.3 29.1 31.1 355
EBIT margin (%) 8.7 13.9 111 7.6 15.0 14.9 15.1
USD Revenue growth (%) 1.6 127) 15.3 6.1 (2.0) 65 11.6
EPS growth (%) (22.4) 33.0 19.0 (21.3) 103.0 6.7 14.2
P/E (x) 65.3 49.1 413 52.4 258 242 212
EV/EBITDA (x) 326 23.0 24.0 27.7 16.9 16.0 135
RoE (%) 12.7 15.7 16.3 11.3 20.0 18.1 183

HAPPSTMN (M-cap INR 127bn, CMP 831, TP 900, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 93 104 147 178 196 263 331
Revenue 6.98 7.73 10.94 14.29 16.25 22.01 28.09
EBIT 0.77 1.69 2.25 3.17 2.78 3.55 4.99
APAT 0.83 1.62 1.86 2.36 2.38 2.73 3.81
AEPS (INR) 54 10.7 12.2 15.5 15.6 17.9 25.0
EBIT margin (%) 11.0 21.8 20.6 222 17.1 16.1 17.8
USD Revenue growth (%) 8.5 12.2 41.0 21.3 10.3 34.0 25.8
EPS growth (%) 1955 96.5 14.3 26.9 1.0 14.8 394
P/E (x) 153.0 77.9 68.1 53.7 53.2 46.3 33.2
EV/EBITDA (x) 129.7 64.0 474 34.6 35.0 26.9 19.8
RoOE (%) 83.0 40.0 30.6 31.3 20.5 17.5 215

MAST (M-cap INR 85bn, CMP 2757, TP 2800, ADD)

INR bn FY20 FY21 FY22 FY23 FY24 FY25E FY26E
Revenue (USD mn) 151 232 293 318 368 405 465
Revenue 10.71 17.22 21.84 25.63 30.55 34.04 39.51
EBIT 1.32 3.20 4.20 3.88 4.19 4.83 5.99
APAT 1.33 2.09 2.95 2.68 3.06 BI55 4.47
AEPS (INR) 46.7 73.5 96.6 86.6 96.2 112.2 141.3
EBIT margin (%) 12.3 18.6 19.2 15.2 13.7 14.2 15.2
USD Revenue growth (%) 22 53.6 26.3 8.6 15.8 10.0 14.7
EPS growth (%) 31.7 57.5 315 (10.4) 11.2 16.6 26.0
P/E (x) 59.1 7.5 28.5 31.8 28.6 24.6 19.5
EV/EBITDA (x) 49.8 19.9 16.9 18.9 17.2 14.5 114
ROE (%) 17.6 254 30.6 19.4 16.1 15.8 17.3
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Exhibit 24: Valuation charts

IT Index Valuation Trend vs NIFTY
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Rating Criteria

>+15% return potential

BUY:

+5% to +15% return potential

REDUCE: -10% to +5% return potential

ADD:

> 10% Downside return potential

SELL:
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Disclosure:

We, Apurva Prasad, MBA, Amit Chandra, MBA & Vinesh Vala, MBA authors and the names subscribed to this report,
hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s)
or securities. SEBI conducted the inspection and based on their observations have issued advise/warning. The said
observations have been complied with. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.
Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any material
conflict of interest.

Any holding in stock - NO

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional advice
before investing. Nothing in this document should be construed as investment advice. Each recipient of this document
should make such investigations as they deem necessary to arrive at an independent evaluation of an investment in
securities of the companies referred to in this document (including merits and risks) and should consult their own advisors
to determine merits and risks of such investment. The information and opinions contained herein have been compiled or
arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not
been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy,
completeness or correctness. All such information and opinions are subject to change without notice. Descriptions of any
company or companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update
this report for such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) 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 act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might
have been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or
third party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have
any material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not
based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEFC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDEC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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