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IT Sector

Transition period from ‘gradually’ to ‘eventually’
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IT sector (coverage universe) growth is expected to bottom out in Q4FY24 Company CMP* RECO TP
and recover ‘gradually’ in FY25E. The slowdown in macro is still a (INR) (INR)
baseline scenario and lower discretionary spending and slower TCS 3917 ADD 4,450
conversion from TCV to revenue is a feature and not a bug—at least in the INFO 1495  ADD 1,650
near term—and deals will be focused on cost optimisation. Growth HCLT L7 ABDE5620
divergence will continue within the sector and guidance for FY25E is WPRO 485  REDUCE 440
likely to factor in improved H2 performance. Maintain our selective I o S IRD el
stance on the sector—prefer TCS within Tier-1s and Persistent Systems TECHM 1245 REDUCE 1185
from mid-tier IT. PSYS 3,997 BUY 4,220
LTTS 5603 REDUCE 4,710
Q4FY24E expectations: For Q4FY24E, growth divergence continues and is TELX 7,745 SELL 6,660
expected to range from -1.3% to +1.3% QoQ (-7% to +6% in YoY terms) for MPHL 2,462 REDUCE 2,340
tier-1 IT. Q4 growth expectations for mid-tier ranges from 0.3% QoQ to 4.2% CYL 2,007  ADD 2,200
QoQ. Within tier-1 IT, TCS is expected to lead growth at 1.3% QoQ followed BSOFT 762 ADD 815
by flat growth for Infosys/HCL Tech and sequential decline for Wipro, Tech SSOF 716 ADD 700
Mahindra and LTIMindtree. Within mid-tier IT, growth is expected to be led ZENT 610 ADD 600
by L&T Tech at 4.2% QoQ (SWC seasonality benefit) and Persistent Systems e &5
at 3.2% QoQ. Q4 growth laggards are expected to be Tata Elxsi, Happiest MAST 2610 ADD 3,000
Minds, and Sonata within mid-tier. "CMP as on 1 Apr 2024
Guidance to build in some buffer: We expect Infosys to guide 3 to 5% »
growth for FY25E, HCL Tech 5 to 7% for FY25E, Wipro -1% to +1% QoQ for . LY
Q1FY25E and L&T Tech >10% for FY25E (including the cyber security deal). ; e
Margin guidance is likely to have some upward bias even if the margin . N
range for FY24E sustains—we’ve factored in 50bps+ margin improvement e :cs»f{::i"i;;?' _
in FY25E, supported by disinflationary supply-side factors linked to a soft ) T e oo .
demand environment. Deal bookings are expected to be strong for TCS ;

(USD 10bn+ TCV) and steady for the rest with several large deals in Europe.
The playbook of lower macro activity yet stronger IT services growth in
Europe is evident (IT sector — Europe playbook). On the flip side, increased
activity in GCC/captives can impact the near-term growth prospects for the
sector.

Outlook: The incremental revenue addition of USD 4.4bn for tier-1 IT in
FY25E is plausible, supported by the ramp-up of mega deals—BSNL, Aviva,
Verizon, Liberty Global and several other large deals, offsetting the impact
from leakage in renewals. ER&D growth for FY25E may have some
downside risk based on our industry checks and the possibility of a
slowdown in verticals such as transportation (historically a growth driver).
We moderate our estimates to factor weak exit to FY24E and a modest start
to FY25E with subsequent recovery in H2FY25E. Growth dispersion
between companies is expected to remain high even in FY25E. Tier-1 IT
growth is expected to be 2.4% for FY24E improving to 5.4% and 8.8%
eventually (closer to the historical average) in FY25E and FY26E
respectively. Even as growth has bottomed out, valuation restricts

5 10

15 20 2

35 0 45

EPS CAGR % (FY24-26E)

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

significant upside case in the near term. IT sector valuations are at 25x, at
~10% above the 5Y average (23x) and 35% above the 10Y average (18.5x),
ahead of the US election volatility.
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Exhibit 1: IT Services: Q4FY24E Quarterly Financial Summary

NET S’;Lris (USD | NETSALES INRbn) |  EBIT (INR bn) EBIT Margin (%) APAT (INR bn) Adj. EPS (INR)
Company 04 QoQ YoY 04 QoQ YoY| 04 QoQ YoY| 04 QoQ YoY| 04 QoQ YoY| o0& Q3 Q4

FY24E (%)  (%)| FY2ME (%)  (%)|FY24E (%)  (%)| FYME (bps) (bps)|FY24E (%)  (%)| FY24E FY24  FY23
TCS 7375 13 25| 61212 10  35|15610 30 77| 255 49  101| 12146 3.1 66| 336 326 315
INFO 4678 03 27| 38828 00 37| 7914 (0.6) 05| 204 (12) (66)| 6076 (0.6) (0.9)| 147 148 148
HCLT 3426 03 59| 28438 (0.0 69| 5118 (88) 58| 180 (174) (18)| 3881 (10.8) (25)| 143 160 147
WPRO 2635 (08 (67) 21952 (1.1) (53)| 3022 (73) (174)| 138 (92) (201)| 2558 (5.0) (168)| 47 49 56
LTIM 1,077 (0.6) 18| 8950 (0.7) 30| 1339 (34) (58| 150 (41 (139)| 1136 (2.9) 19| 384 396 377
TECHM 1553 (1.3) (69)| 12889 (1.6) (6.0)| 1002 425 (345)| 7.8 241 (338)| 765 498 (316)| 86 58 126
PSYS 310 32 130| 2576 31 142| 395 87 139 153 79 (5| 306 70 217 199 186 163
LTTS 303 42 187| 2513 38 199 431 36 98| 172 (2 (57| 338 06 93| 320 318 293
TELX 11 06 84| 917 03 95| 241 (13) 56| 263 (44 (%) 201 (26 (02)| 323 331 324
CYL 182 1.6 34| 1512 14 43| 238 (04 85| 157 (280 60| 168 249 134| 152 121 135
MPHL 411 22 (02)| 3414 23 16| 526 59 22| 154 52 9| 384 27 (53)] 205 199 217
BSOFT 164 1.9 102| 1364 1.6 113| 198 25 356| 145 12 261| 163 15 457 59 59 41
SSOF 84 03 276| 697 00 306 150 (48 359 215 (108) 83| 164 276 442| 58 46 41
ZENT 147 15 (05| 1219 12 05| 176 (04) 248| 144 (24 281 158 (200 329 69 71 52
HAPPSTMN 50 03 78| 411 03 87| 066 (0.1) (166)| 161 (5 (489)| 059 06 22| 40 40 40
MAST 9 23 114| 798 17 125 116 36 92| 145 26 (43| 080 59 99| 252 238 235
Aggregrate | 22,602 0.5 1.6|1876.89 02 2636542 (0.0) 12| 195 (9 (27)|28583 0.1 (0.1)

Source: HSIE Research, WPRO USD Rev is IT services, CYL is DET business and SSOF is IITS USD rev & IITS EBITDA margin

Exhibit 2: Q4FY24E revenue growth expectation (QoQ CC)
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Source: HSIE Research; Inorganic growth for Mphasis is 1.5% QoQ

Exhibit 3: Q4FY24E EBITM QoQ expectation
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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 N INR) FY23 FY24E FY25E FY26E | FY23 FY2E FY25E FY26E| FY23 FY24E FY25E FY26E| pyog oop F;{::-
TCS 14332 3917 4450  ADD | 1165 1281 1404 1589| 336 306 279 247| 469 519 564 602 73 114
Infosys 6205 1495 1650  ADD 582 588 668 751| 257 254 224 199| 320 314 336 354| 66 131
HCLTech |4224 1557 1620  ADD 547 575 651 737| 284 271 239 211| 233 235 258 281| 9.0 132
Wipro 2537 485 440 REDUCE | 217 206 221 260| 224 236 220 186| 158 142 153 174| 43 125
LTIMindtree| 1,443 4,882 5630  ADD |149.1 1562 1821 2252| 327 313 268 217| 286 257 258 272| 105 20.1
TechM 1,098 1245 1,185 REDUCE | 575 310 563 741| 217 402 221 168| 185 97 172 217| 59 548
Persistent | 615 3997 4220  BUY 613 728 929 1206| 652 549 430 331| 251 263 280 302| 171 28.7
L&TTech | 592 5603 4710 REDUCE |1108 1233 1442 174.6| 505 454 389 321| 257 243 246 258| 131 19.0
TataElxsi | 482 7745 6660  SELL |1213 1279 1420 1753| 639 60.6 545 442| 410 349 327 341| 135 171
Mphasis 461 2462 2340 REDUCE | 87.6 826 923 1064| 281 298 267 231| 220 188 194 206| 86 135
Cyient 222 2,007 2200  ADD 512 674 804 1000| 392 298 250 20| 172 204 219 242| 136 2138
Birlasoft 210 762 815 ADD 163 221 256 314| 466 345 298 243| 179 227 222 230 139 193
Sonata 201 716 700 ADD 161 191 226 281| 444 374 317 255| 377 386 386 395 152 212
Zensar 139 610 600 ADD 143 284 295 333| 426 214 207 183| 113 197 180 181| 90 83
Happiest | 121 797 855 ADD 156 154 186 238| 511 518 428 335| 315 202 181 205 169 244
Mastek 81 2610 3000 ADD 866 924 1224 1500| 301 283 213 174| 194 162 185 194| 131 27.4
IT AVG 391 357 300 246 259 249 260 278 111 203
IT Median 364 309 267 224| 242 231 234 250 118 19.1

Source: HSIE Research, CMP as on 1t Apr 2024

Exhibit 5: Global IT Peers: valuation metrics

EPS
MCap oMp EPS P/E (x) ROE (%) USD Rev CAGR:
Company | (USD TP  RECO CAGR% ?
UsD FY23 FY24E FY25E FY26E | FY23 FY24E FY25E FY26E| FY23 FY24E FY25E FY26E FY24-
bn) FY24-26E 26E
Accenture 232.6 347 NA NR 117 121 131 146| 297 287 264 237| 288 277 273 263| 77 10.0
Cognizant 365 73 NA NR 44 46 46 50| 166 161 158 147| 188 167 166 162| 27 45
Capgemini® | 368 213 NA NR 91 124 123 135 235 171 173 158| 170 165 181 18.0| 4.1 4.1
EPAM 160 276 NA NR 73 106 102 120 377 261 270 230 153 129 150 15.0| 84 6.5
Globant 87 202 NA NR 3.6 5.7 6.6 77| 569 352 307 261| 106 98 151 155| 178 16.0
TietoEVRY” | 23 20 NA NR 1.6 2.1 2.1 23| 123 9.2 9.3 84| 107 103 128 140| 32 45
Global IT
e 294 221 211 186| 169 156 175 175 7.3 7.6
Glob.al IT 266 216 219 194 161 147 158 158| 5.9 5.5
Median

Source: Bloomberg consensus, HSIE Research, CMP as on 15t Apr 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)

FY24E FY25E FY26E |FY24E FY25E FY26E|FY24E FY25E FY26E |[FY24E FY25E FY26E |[FY24E FY25E FY26E |FY24E FY25E FY26E
TCS 29,092 30,916 33484| 01% 00% 00%| 245 253 260 5 23 52| 1281 1404 1589| 0.0% -1.1% 22%
INFO 18,676 19,638 21,204| 0.1% -1.0% -11%| 207 215 220 29 -52 8| 588 668 751|-14% -38% -0.8%
HCLT 13,266 14,398 15,769| -04% -2.6% -2.6%| 183 189 192 3 12 39| 575 651 737|-02% -32% -44%
WPRO* 10,783 10,871 11,723| -02% -34% -4.6%| 146 152 168| -4 79 28| 206 221 260| 02% -59% -1.4%
LTIM 4295 4590 5245| 0.0% 00% 00%| 157 168 18.0 0 0 0| 1562 1821 2252| 00% 00% 0.0%
TECHM 6282 6403 7,043 -0.3% -1.2% -09%| 62 118 140/ 82 72 51| 310 563 741|-59% -62% -43%
PSYS 1,185 1,372 1626| -0.1% -1.0% -09%| 146 156 17.0 9 20 0| 728 929 1206| 05% -24% -0.9%
LTTS 1,162 1,304 1487|-02% -24% -42%| 172 175 185 -13  -54 0 1233 1442 1746| 09% -38% -4.1%
TELX 430 477  555| -0.8% -5.7% -6.8%| 268 265 276| 81 57 7| 1279 1420 1753| -05%  6.8% -5.2%
CYL 861 965 1,12 -01% -04% -04%| 144 151 159| -9  -65 1| 674 804 1000|-19% -4.6% -0.3%
MPHL 1,610 1,705 1,897| -02% -4.0% -54%| 153 158 160| -4 25  -4| 826 923 1064| 2.8% 7.6% -7.3%
BSOFT 638 716  827|-01% -12% -1.0% 142 151 157| 7 80 22| 221 256 314[ 01% 29% -24%
SSOF* 326 368 432 -09% -53% -62%| 221 217 224 1 0 0| 191 226 281| 24% -39% -3.7%
ZENT 591 630  702| -03% -0.5% -14%| 150 145 147| -15 -12 43| 284 295 333| 03% 58% 8.7%
HAPPSTMN 196 219 267| -04% -37% -43%| 170 179 190| -9 -16 11| 154 186 23.8| -08% -44% -33%
MAST 371 417 474| 00% -07% -1.2%| 142 151 159 210 84 70| 924 1224 150.0| -3.1%| 7.9% -6.9%
Median 02% -12% -1.3% 8 27 -0 -04% -3.9% -2.9%

Source : Company, HSIE Research; * Wipro is IT Services USD revenue and Sonata is IITS revenue & IITS EBITDA margin

Exhibit 7: Change in TP & Rating

. M-ca TP Old New TP . New Old New
Companies (INR bIZ\) CMP (INR) (INR) (INR) Old Rating Rating  multiple (x) multiple () 5Y Avg (x) 10Y Avg (x)
TCSH 14,332 3,917 4,040 4,450 ADD ADD 26 28 27 23
INFY” 6,205 1,495 1,515 1,650 ADD ADD 20 22 23 20
HCLT 4,224 1,557 1,700 1,620 ADD ADD 22 22 18 16
WPRO 2,537 485 450 440 REDUCE REDUCE 17 17 19 17
LTIM 1,443 4,882 5,630 5,630 ADD ADD 25 25 28 23
TECHM" 1,098 1,245 1,160 1,185 REDUCE  REDUCE 15 16 17 16
PSYS 615 3,997 8,530 4,220 BUY BUY 35 35 27 21
LTTS 592 5,603 4,915 4,710 REDUCE  REDUCE 27 27 30 26
TELX 482 7,745 7,025 6,660 SELL SELL 38 38 41 31
MPHL 461 2,462 2,525 2,340 REDUCE  REDUCE 22 22 22 18
CYL 222 2,007 2,200 2,200 ADD ADD 22 22 16 15
BSOFT 210 762 840 815 ADD ADD 26 26 17 12
SSOF 201 716 730 700 ADD ADD 25 25 18 14
ZENT 139 610 580 600 ADD ADD 18 18 16 14
HAPPSTMN* 121 797 935 855 ADD ADD 38 36 54 NA
MAST 81 2,610 3,230 3,000 ADD ADD 20 20 16 13
Source : Company, HSIE Research, CMP as on 15t Apr 2024, ” indicates multiple upgrade/downgrade
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Exhibit 8: Consensus FY25E Earnings upgrade/downgrade

3 Horo soiios R

Click. Invest. Grow. YEARS
INSTITUTIOMAL RESCARCH

Exhibit 9: Consensus P/E multiple rerating/derating
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Source: Bloomberg, HSIE Research, Note: change from Apr'23 till Mar'24

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

Exhibit 10: IT Services stock performance (%) — PSYS, LTTS, BSOFT and HCLT led the outperformance in last 3M

M-cap

Company (USD bn) CMP (INR)  1W (%) 1M (%) 3M (%) 6M (%) 1Y (%) 3Y (%) 5Y (%) YTD (%)
TCS 170.0 3,917 0 4 3 11 22 93

INFO 74.5 1,495 -1 -10 -4 4 98

HCLT 50.7 1,557 0 -5 5 26 180

WPRO 304 485 0 -7 19 85

LTIM 17.3 4,882 - -7 185

TECHM 14.6 1,245 -1 -2 58

PSYS 74 3,997 0 -7

LTTS 7.1 5,603 - 6

TELX 5.8 7,745 1 0 -11 7 30 179 706 -12
MPHL 5.6 2,462 -

CYL 2.7 2,007 2

BSOFT 25 762

SSOF 24 716

HAPPSTMN 15 797 2 -6

ZENT 1.7 610

MAST 1.0 2,610 -1

NSE IT Index 0 -7

NIFTY

Nasdaq

Source: Bloomberg, HSIE Research, CMP as on 15t Apr 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 13: Currency trends

Exhibit 12: USD-INR vs IT index trend
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Favourable movement of GBP, EUR and AUD led positive cross currency impact in Q4

USD-INR trend

GBP-USD trend
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EUR-USD trend AUD-USD trend
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Source: NSE, Bloomberg, HSIE Research Source: NSE, Bloomberg, HSIE Research

Exhibit 14: IT Sector YoY revenue growth bottom-out in

Q4FY24

Exhibit 15: IT Sector QoQ revenue growth impacted by
lower discretionary spend & slower deal conversion
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Exhibit 16: Margin at bottom and to recover ahead - IT

: Company, HSIE Research

Source: Company, HSIE Research

Exhibit 17: Margins sustained sequentially despite

sector EBITM trend revenue moderation
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Exhibit 18: 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 Q4FY24

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

Company Client Vertical Region Services
TCS Aviva BESI UK 15 year d.e.al including renev.v?ll; end-to-end policy administration
and servicing for 5.5mn policies
Europ Assistance BFSI France end-to-end enterprise IT apps
Enento Group Technology & Services Finland ADM, vendor consolidation
The Co- ti
¢ ,CO operative Group Retail & CPG UK SAP implementation, sunset legacy systems
Limited
Communication & .
Nuuday . Denmark QA/QE modernisation
Media
Ramboll Com.mumcatlon & Denmark 7 year deal including IT Infra transformation (300 employees re-
Media badging)
Central Bank BFSI us Core modernisation of the midwest regional bank
Infosys Regional .Investment. Public Services/BFSI Australia  Finacle implementation
Corporation Australia
Musgrave Retail & CPG Ireland 7 year deal including IT operations automation
Pacific International Lines Logistics Singapore modernising web and mobile application
Tennis Australia Public services Australia  GenAl for fan engagement, digital content creation
ATP Tour Media & entertainment UK partnership extension
HCL Tech Oriola Technology & Services  Finland SAP S/4HANA implementation
Wipro Desjardins BFSI us modernise loan origination system
Tech Retail, Transport & Saudi X X X
Riyadh Ai le F 1 1
Mahindra iyadh Air ogkfa Arabia Oracle Fusion cloud implementation
LTIMindtree Eurolife FFH BFSI Greece setup of GenAl & Digital hub
Maharashtra State Cyb
LTTS anarashira State Lyber Public Services India cyber security (USD 100mn 5 year deal)
Department
Tata Elxsi AccuKnox Broadcast. & . us 5G managed security services
Communications
. Broadcast & . ..
Telefonica . Spain cloud-native infrastructure management
Communications

Source: Company, HSIE Research

Page | 8



E- HDFC securities 29
Click. Invest. Grow. YEARS

INSTITUTIONAL RESCARCH
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Exhibit 21: Quarterly USD revenue growth trend (QoQ CC %)
USD Rev (QoQ CC %)  Q1FY22 Q2FY22 Q3FY22 Q4FY22 QI1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 Q4FY24E
TCS

INFO

HCLT

WPRO

LTIM

TECHM

PSYS

LTTS

TELX

MPHL 4.8

CYL 1.6

BSOFT 21 3.0
HAPPSTMN 5.5 5.5 59 33

ZENT 4.7 42 3.1 0.2

SSOF 8.6 4.7 39 33 39 8.0 52 3.0
MAST 43 39 3.7 5.3 3.1 5.3 44 2.7

Source: Company, HSIE Research, Wipro is IT services rev and Sonata is IITS Rev, PSYS is USD rev growth for Q1FY22, SSOF is USD rev growth from Q1FY22

to Q4FY22, HAPPSTMN is USD rev growth from Q1FY22 to Q2FY23; Inorganic growth for Mphasis is 1.5% QoQ in Q4FY24E

Exhibit 22: Quarterly EBIT Margin trend (%)

EBIT Margin (%) Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 QI1FY24 Q2FY24 Q3FY24 Q4FY24E
TCS
INFO
HCLT
WPRO
LTIM
TECHM
PSYS
LTTS
TELX
MPHL
CYL :
BSOFT 140
HAPPSTMN
ZENT

SSOF

MAST
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 14,332bn, CMP 3917, TP 4450, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 22,032 22,174 25,707 27,927 29,092 30,916 33,484
Revenue 1,569.49 1,641.77 191754  2,254.58 2,408.68  2,581.80 2,846.10
EBIT 385.80 424.81 484.53 542.37 590.02 652.48 739.71
APAT 323.40 333.56 383.27 421.47 463.47 508.10 574.77
AEPS (INR) 89.4 922 105.9 116.5 128.1 140.4 158.9
EBIT margin (%) 24.6 25.9 25.3 241 245 25.3 26.0
USD Revenue growth (%) 54 0.6 15.9 8.6 42 6.3 8.3
EPS growth (%) 2.8 3.1 14.9 10.0 10.0 9.6 13.1
P/E (x) 43.8 425 37.0 33.6 30.6 279 247
EV/EBITDA (x) 32.6 294 25.7 23.1 21.5 19.5 17.2
RoE (%) 37.3 39.1 43.7 46.9 51.9 56.4 60.2

INFO (M-cap INR 6,205bn, CMP 1495, TP 1650, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 12,781 13,562 16,310 18,212 18,676 19,638 21,204
Revenue 907.91 1,004.73 1,216.41 1,467.67 1,545.76 1,639.96 1,802.33
EBIT 193.74 246.22 280.15 309.06 320.40 351.94 397.12
APAT 164.04 193.51 221.11 240.95 243.49 276.82 311.24
AEPS (INR) 39.6 46.7 53.4 58.2 58.8 66.8 75.1
EBIT margin (%) 21.3 245 23.0 21.1 20.7 215 22.0
USD Revenue growth (%) 8.3 6.1 20.3 11.7 25 52 8.0
EPS growth (%) 4.0 18.0 14.3 9.0 1.1 13.7 12.4
P/E (x) 37.8 320 28.0 25.7 254 224 19.9
EV/EBITDA (x) 26.6 20.9 18.5 16.8 16.0 14.6 13.0
RoOE (%) 25.2 27.3 29.2 32.0 314 33.6 354

HCLT (M-cap INR 4,224bn, CMP 1557, TP 1620, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 9,936 10,176 11,537 12,586 13,266 14,398 15,769
Revenue 706.78 753.79 856.51 1,014.56 1,098.52 1,209.45 1,340.37
EBIT 138.53 160.71 162.04 184.96 201.27 228.27 257.90
APAT 110.62 124.62 134.99 148.52 155.97 176.71 199.93
AEPS (INR) 40.8 45.9 49.7 54.7 57.5 65.1 73.7
EBIT margin (%) 19.6 213 18.9 18.2 18.3 18.9 19.2
USD Revenue growth (%) 15.1 24 13.4 9.1 54 8.5 9.5
EPS growth (%) 9.3 12.7 8.3 10.0 5.0 13.3 13.1
P/E (x) 38.2 339 313 284 27.1 239 21.1
EV/EBITDA (x) 24.9 20.5 19.9 17.9 16.5 15.0 13.4
ROE (%) 23.8 224 22.1 23.3 235 25.8 28.1
WPRO (M-cap INR 2,537bn, CMP 485, TP 440, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
ITS Revenue (USD mn) 8,256 8,137 10,356 11,147 10,783 10,871 11,723
Revenue 610.23 619.43 790.93 904.88 895.04 911.24 1,001.39
EBIT 101.42 120.14 133.75 135.13 130.47 138.76 168.56
APAT 97.22 107.95 122.19 113.50 107.69 115.45 136.24
AEPS (INR) 18.6 20.6 23.4 21.7 20.6 221 26.0
IT Services EBIT margin (%) 18.1 20.2 17.8 15.7 15.8 16.5 18.2
USD Revenue growth (%) 17 (1.4) 273 76 (3.3) 08 7.8
EPS growth (%) 7.0 11.0 13.2 (7.1) (5.1) 7.2 18.0
P/E (x) 26.1 235 20.8 224 23.6 22.0 18.6
EV/EBITDA (x) 18.8 15.5 14.4 13.7 14.1 13.3 11.2
RoOE (%) 17.3 19.4 20.2 15.8 14.2 15.3 17.4
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LTIM (M-cap INR 1,443bn, CMP 4882, TP 5630, ADD)

INR bn FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 3,502 4,106 4,295 4,590 5,245
Revenue 261.09 331.83 355.74 383.39 445.80
EBIT 46.52 53.85 55.99 64.25 80.30
APAT 39.50 44.10 46.20 53.86 66.63
AEPS (INR) 133.5 149.1 156.2 182.1 225.2
EBIT margin (%) 17.8 16.2 15.7 16.8 18.0
USD Revenue growth (%) 27.5 17.2 4.6 6.9 14.3
EPS growth (%) 29.5 11.6 47 16.6 237
P/E (x) 36.6 32.7 31.3 26.8 21.7
EV/EBITDA (x) 26.1 224 21.2 184 145
RoOE (%) 30.5 28.6 25.7 25.8 27.2

TECHM (M-cap INR 1,098bn, CMP 1245, TP 1185, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 5,182 5,111 5,998 6,606 6,282 6,403 7,043
Revenue 368.68 378.55 446 46 532.90 520.13 534.68 598.68
EBIT 42.80 53.89 65.00 60.72 32.03 62.85 83.53
APAT 4251 44.79 55.66 50.68 27.30 49.69 65.39
AEPS (INR) 482 50.8 63.1 57.5 31.0 56.3 74.1
EBIT margin (%) 11.6 14.2 14.6 114 6.2 11.8 14.0
USD Revenue growth (%) 43 (1.4) 17.3 10.1 4.9) 1.9 10.0
EPS growth (%) 1.1) 54 243 (8.9) (46.1) 82.0 31.6
P/E (x) 2538 245 19.7 217 402 21 16.8
EV/EBITDA (x) 18.1 145 12.8 13.0 20.9 12.8 10.2
RoE (%) 202 19.2 215 185 9.7 17.2 21.7

PSYS (M-cap INR 615bn, CMP 3997, TP 4220, BUY)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 502 566 766 1,036 1,185 1,372 1,626
Revenue 35.66 41.88 57.11 83.51 98.07 114.59 138.22
EBIT 3.27 5.07 7.92 12.47 14.35 17.85 23.54
APAT 3.59 451 6.90 9.43 11.21 14.29 18.56
AEPS (INR) 23.3 29.3 449 61.3 72.8 929 120.6
EBIT margin (%) 9.2 12.1 139 149 14.6 15.6 17.0
USD Revenue growth (%) 43 12.9 35.2 35.3 14.4 15.7 18.5
EPS growth (%) (1.8) 25.6 53.2 36.6 18.8 275 299
P/E (x) 171.3 136.4 89.1 65.2 54.9 43.0 33.1
EV/EBITDA (x) 121.9 87.2 62.0 39.3 34.1 27.8 20.8
ROE (%) 144 174 224 25.1 26.3 28.0 30.2

LTTS (M-cap INR 592bn, CMP 5603, TP 4710, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 786 737 880 990 1,162 1,304 1,487
Revenue 56.19 54.50 65.70 80.14 96.23 108.91 126.40
EBIT 9.28 7.89 12.01 14.79 16.50 19.07 23.37
APAT 7.51 6.27 9.57 11.70 13.01 15.21 18.42
AEPS (INR) 71.1 59.4 90.7 110.8 123.3 144.2 174.6
EBIT margin (%) 16.5 14.5 18.3 18.5 17.2 17.5 18.5
USD Revenue growth (%) 8.7 (6.3) 19.5 12.4 17.4 12.3 14.0
EPS growth (%) 9.3 (16.5) 52.7 22.2 11.2 16.9 21.1
P/E (x) 78.8 944 61.8 50.5 454 38.9 32.1
EV/EBITDA (x) 52.6 57.0 40.4 33.0 29.5 25.0 20.2
RoE (%) 28.6 20.1 25.1 25.7 243 24.6 25.8
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TELX (M-cap INR 482bn, CMP 7745, TP 6660, SELL)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 227 247 331 390 430 477 555
Revenue 16.10 18.26 24.71 31.45 35.63 39.86 47.17
EBIT 3.00 478 7.10 8.80 9.55 10.54 13.01
APAT 2.71 3.68 5.50 7.55 7.96 8.85 10.92
AEPS (INR) 43.6 59.1 88.3 121.3 127.9 142.0 175.3
EBIT margin (%) 18.6 26.2 28.8 28.0 26.8 26.5 27.6
USD Revenue growth (%) 0.9) 8.8 34.3 17.7 10.3 10.9 16.3
EPS growth (%) (6.4) 35.6 49.3 374 55 11.1 23.4
P/E (x) 177.7 131.0 87.8 63.9 60.6 54.5 442
EV/EBITDA (x) 138.7 90.5 61.6 48.9 443 39.9 32.3
RoOE (%) 26.7 30.1 37.2 41.0 349 32.7 34.1

MPHL (M-cap INR 461bn, CMP 2462, TP 2340, REDUCE)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 1,240 1,309 1,593 1,718 1,610 1,705 1,897
Revenue 88.44 97.22 119.62 137.99 132.80 142.84 161.27
EBIT 14.19 15.61 18.27 21.09 20.30 22.50 25.79
APAT 11.42 12.17 14.46 16.38 15.45 17.27 19.90
AEPS (INR) 61.1 65.0 77.3 87.6 82.6 92.3 106.4
EBIT margin (%) 16.0 16.1 15.3 15.3 153 15.8 16.0
USD Revenue growth (%) 10.8 5.6 21.7 7.8 6.3) 59 11.3
EPS growth (%) 6.4 6.5 18.9 13.2 (5.7) 11.7 153
P/E (x) 40.3 37.8 31.8 28.1 29.8 26.7 23.1
EV/EBITDA (x) 26.9 24.3 20.8 18.0 179 16.1 14.1
ROE (%) 20.6 19.7 21.5 22.0 18.8 19.4 20.6

CYL (M-cap INR 222bn, CMP 2007, TP 2200, ADD)

INR bn FY20 FY21 FY22 FY23  FY24E  FY25E FY26E
Revenue (USD mn) 625 557 608 746 861 965 1,112
Revenue 4427 4132 4534 60.16 71.27 81.08 95.04
EBIT 408 416 6.30 7.67 10.29 12.21 15.08
APAT 373 3.72 522 5.65 7.44 8.87 11.03
AEPS (INR) 338 33.7 47.3 51.2 67.4 80.4 100.0
EBIT margin (%) 9.2 10.1 139 12.8 144 15.1 159
USD Revenue growth (%) (.3) (10.9) 9.2 27 15.3 12.1 15.2
EPS growth (%) (24.0) 0.2) 405 82 31.7 19.2 243
P/E (x) 59.5 59.6 424 39.2 29.8 25.0 20.1
EV/EBITDA (x) 36.5 347 26.0 21.9 17.1 145 118
RoE (%) 145 135 17.2 172 204 21.9 24.2

BSOFT (M-cap INR 210bn, CMP 762, TP 815, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 464 480 555 595 638 716 827
Revenue 3291 35.56 41.30 47.95 52.80 59.82 70.30
EBIT 3.09 4.49 5.64 4.38 7.49 9.05 11.05
APAT 2.24 3.21 4.64 4.50 6.07 7.03 8.64
AEPS (INR) 8.1 11.7 16.8 16.3 221 25.6 314
EBIT margin (%) 94 12.6 13.6 9.1 14.2 15.1 15.7
USD Revenue growth (%) (2.2) 34 15.7 7.2 7.2 12.3 15.5
EPS growth (%) (5.3) 43.1 445 (3.0) 35.0 159 22.8
P/E (x) 93.5 65.3 45.2 46.6 34.5 29.8 24.3
EV/EBITDA (x) 51.8 37.5 30.8 38.1 23.3 19.0 15.2
RoE (%) 12.4 15.8 19.5 17.9 22.7 22.2 23.0
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SSOF (M-cap INR 201bn, CMP 716, TP 700, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 181 160 203 241 326 368 432
Revenue 37.43 4228 55.53 74.49 87.26 100.25 117.16
EBIT 3.36 3.40 416 545 6.97 8.07 10.04
APAT 2.77 244 3.76 452 5.37 6.33 7.88
AEPS (INR) 9.9 8.7 134 16.1 19.1 226 28.1
IITS EBITDA margin (%) 22.0 24.1 23.0 209 22.1 21.7 224
EBIT margin (%) 9.0 8.0 75 73 8.0 8.0 8.6
USD Revenue growth (%) 12.2 (11.3) 26.6 18.7 353 13.0 17.4
EPS growth (%) 12.3 (11.9) 543 20.0 18.8 17.9 245
P/E (x) 725 823 534 444 37.4 31.7 255
EV/EBITDA (x) 535 51.7 421 344 24.6 21.3 17.1
ROE (%) 385 31.0 37.6 37.7 38.6 38.6 395

ZENT (M-cap INR 139bn, CMP 610, TP 600, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 566 494 569 604 591 630 702
Revenue 40.10 36.68 42.44 48.48 4891 52.93 59.67
EBIT 347 5.11 472 3.69 7.34 7.69 8.77
APAT 2.63 252 416 3.28 6.50 6.74 7.62
AEPS (INR) 115 15.3 18.2 143 28.4 295 333
EBIT margin (%) 87 13.9 11.1 7.6 15.0 145 14.7
USD Revenue growth (%) 1.6 12.7) 15.3 6.1 2.2) 6.6 114
EPS growth (%) (22.4) 33.0 19.0 (21.3) 98.4 37 13.1
P/E (x) 53.0 39.9 335 426 21.4 20.7 18.3
EV/EBITDA (x) 262 18.3 19.2 21.9 13.3 12.3 10.4
RoE (%) 12.7 15.7 16.3 113 19.7 18.0 18.1

HAPPSTMN (M-cap INR 121bn, CMP 797, TP 855, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 93 104 147 178 196 219 267
Revenue 6.98 7.73 10.94 14.29 16.18 18.27 2.72
EBIT 0.77 1.69 2.25 3.17 2.75 327 432
APAT 0.83 1.62 1.87 2.37 234 2.83 3.62
AEPS (INR) 54 10.7 12.3 15.6 15.4 18.6 238
EBIT margin (%) 11.0 21.8 20.6 22 17.0 17.9 19.0
USD Revenue growth (%) 85 12.2 41.0 213 10.0 11.9 222
EPS growth (%) 209.7 95.8 153 267 1.3) 20.9 27.9
P/E (x) 1462 747 64.8 51.1 51.8 4238 335
EV/EBITDA (x) 1243 61.3 454 332 339 28.7 21.8
RoE (%) 833 40.0 309 315 20.2 18.1 205

MAST (M-cap INR 81bn, CMP 2610, TP 3000, ADD)

INR bn FY20 FY21 FY22 FY23 FY24E FY25E FY26E
Revenue (USD mn) 151 232 293 318 371 417 474
Revenue 10.71 17.22 21.84 25.63 30.73 35.00 40.31
EBIT 1.32 3.20 4.20 3.88 4.37 5.27 6.42
APAT 1.33 2.09 2.95 2.68 292 3.87 4.74
AEPS (INR) 46.7 73.5 96.6 86.6 924 122.4 150.0
EBIT margin (%) 12.3 18.6 19.2 15.2 14.2 15.1 159
USD Revenue growth (%) 22 53.6 26.3 8.6 16.6 124 13.8
EPS growth (%) 317 575 315 (10.4) 6.7 326 225
P/E (x) 55.9 35.5 27.0 30.1 28.3 21.3 17.4
EV/EBITDA (x) 471 18.7 16.0 17.9 15.6 12.7 10.1
RoE (%) 17.6 254 30.6 194 16.2 18.5 194
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Exhibit 24: Valuation charts

NIFTY IT Index Valuation Trend (P/E 1-yr fwd) IT Index Valuation Trend vs NIFTY
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TELX P/E (1-yr fwd) Trend
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+5% to +15% return potential
> 10% Downside return potential

Rating Criteria
>+15% return potential
REDUCE: -10% to +5% return potential

BUY:
ADD:
SELL:




H} HDFC securitios | 2( f
Q4FY24E Results Preview Click. Invest. Grow. YEARS

INSTITUTIONAL RESCARCH

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

HDEC 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
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time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use
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If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
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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
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