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= Tata Consultancy Services: Tata Consultancy Services’ (TCS) revenue miss (-
3.3% QoQ CC) was attributed to BSNL ramp-down while the international
market’s revenue decline of 0.5% QoQ CC was as per expectations. The
operating margin expanded 30 bps QoQ despite the revenue decline due to
the ramp-down of lower-margin BSNL deal. Amidst delays in decision-
making and lower discretionary investments due to global uncertainties and
clients seeking immediate ROL TCS clocked TCV of USD 9.4b, primarily
fueled by cost optimization projects rather than large transformation
programs. The company remains optimistic that international revenue for
FY26E will be better than FY25 and expects pent-up demand for technology
transitions once market clarity emerges. Key positives include (1) strong TCV,
driven by large deal wins across various markets and industries, (2) continued
BES spending, (3) better growth outlook, supported by increase in Al for
business engagements, and (4) continued fresher addition. We expect
international revenue to deliver growth of ~4% in FY26E. Our TP of INR 4,020
is based on 25x June-27E EPS (10Y average of 24x).

*= Tata Elxsi: Tata Elxsi (TELX) reported its second consecutive quarterly
revenue decline, with Q1FY26 revenue down 3.9% QoQ in CC terms. This was
primarily driven by a significant slowdown in the Media & Communication
and Healthcare segments. Margin pressures persisted due to the revenue
contraction; however, management expects EBITDA margins to rebound with
growth. TELX anticipates FY26 growth to be fueled by the Transportation and
Media & Communication verticals. The Transportation segment, which
contributes around 50% of total revenue, is showing signs of stabilization,
particularly with its largest client, JLR. Continued strong demand for ADAS,
SDV, infotainment systems, and electrification is expected to support growth
beyond Q2FY26 in Transportation. Recent large deal wins (Mercedes-Benz, a
European OEM, and Suzuki) have bolstered confidence in a revenue rebound
in Q2FY26E. However, global macroeconomic uncertainties remain a key risk.
EBIT margins are likely to stay under pressure due to two main factors: (1)
lower utilization and (2) pricing challenges arising from vendor consolidation
deals. We downgrade our earnings estimated 8-11% for FY26/27E due to
pressure on revenue and gross margins. We maintain a REDUCE rating on
TELX, with a target price of INR 5,075, based on a valuation of 32x FY27E EPS.
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Tata Consultancy Services

Deal wins continue; recovery expected

Tata Consultancy Services’ (TCS) revenue miss (-3.3% QoQ CC) was attributed to BSNL
ramp-down while the international market’s revenue decline of 0.5% QoQ CC was as
per expectations. The operating margin expanded 30 bps QoQ despite the revenue
decline due to the ramp-down of lower-margin BSNL deal. Amidst delays in decision-
making and lower discretionary investments due to global uncertainties and clients
seeking immediate ROI, TCS clocked TCV of USD 9.4b, primarily fueled by cost
optimization projects rather than large transformation programs. The company remains
optimistic that international revenue for FY26E will be better than FY25 and expects
pent-up demand for technology transitions once market clarity emerges. Key positives
include (1) strong TCV, driven by large deal wins across various markets and industries,

(2) continued BFS spending, (3) better growth outlook, supported by increase in Al for

business engagements, and (4) continued fresher addition. We expect international

revenue to deliver growth of ~4% in FY26E. Our TP of INR 4,020 is based on 25x June-
27E EPS (10Y average of 24x).

"  QI1FY26 highlights: (1) TCS’ revenue print stood at USD 7,421mn, -0.6% QoQ in USD
terms (vs our estimate of +1.6% QoQ). QoQ revenue declined 3.3%CC, attributed to -
0.5% from international markets and -2.8% due to the BSNL ramp-down. (2) Deal
bookings trended down QoQ to USD 9.4bn, compared to USD 12.2bn in Q4,
comprising NorthAm TCV at USD 4.4bn, BFSI TCV at USD 2.5bn and Retail & CPG
TCV at USD 1.6bn. (3) Vertical commentary was weak in BFS, Retail & CPG,
Lifesciences and Heathcare due to macro uncertainty, led by the global tariff war.
While automotive sector continues to face challenges, manufacturing vertical as a
whole witnessed minor growth. Technology vertical reported growth, driven by Al-
led business transformation opportunities. (4) EBITM at 24.5% improved 26bps QoQ
(higher vs our estimate of 24.3%), driven by lower third-party costs and currency
tailwinds. Better utilization thus leading to better op-lev is expected to drive margin
expansion in Q2. (5) There was a net headcount addition of 5,000 employees in Q1
while TTM attrition increased by 50bps QoQ to 13.8%. TCS may reconsider its hiring
strategy based on demand. (6) International markets are expected to do better in FY26
thanFY25.

"  Outlook: We have factored in FY26/27/28E growth at 1.8%/7.7%/10.5% (implying
1.5/2%/2.1% CQGR in FY26/27/28E respectively). EBITM 1is factored in at
24.7/25.5/25.7% for FY26/27/28E respectively, translating to an EPS CAGR of 9% over
FY25-28E.

Quarterly financial summary

;{E)Mmh (NR FY%; FY%; ff;})/ FY%: Q;g FY24  FY25| FY26E FY27E FY28E
Revenue (USD

) 7421 7505 (1) 7465  (0.6) 29,080 30,179 30,718 33,096 35859
Net Sales 63437 62613 13 64479  (1.6) 2,408.93 2,553.24|2,637.90 2,879.36 3,155.62
EBIT 15514  154.42 05 15601  (0.6) 593.11 621.65 65245 733.95 809.49
APAT 127.60 120.40 60 12224 44 46635 48553 51417 567.69 625.96
gﬁl‘g)ed EPS 353 333 60 338 44 1289 1342| 1421 1569 1730
P/E (x) 262 252| 238 216 195
EV /EBITDA (x) 183 175 167 149 136
RoE (%) 516  524| 544 593 630

Source: Company, HSIE Research, Consolidated Financials

Change in estimates
YE March (INR | FY26E FY26E Change| FY27E FY27E Change| FY28E FY28E Change
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CMP (as on 10 Jul 2025) INR 3,382

Target Price INR 4,020
NIFTY 25,355
KEY
CHANGES OLD NEW
Rating ADD ADD
Price Target INR 4,070 INR 4,020

FY26E FY27E
EPS %

-1.1 -1.4

KEY STOCK DATA
Bloomberg code TCSIN
No. of Shares (mn) 3,618

MCap (INR bn) / ($ mn) 12,236/1,42,866
6m avg traded value (INR mn) 9,651

52 Week high / low INR 4,520/3,056

STOCK PERFORMANCE (%)
3M 6M  12M
Absolute (%) 42 (195) (12.1)

Relative (%) 85) (27.0) (162)

bn) Old Revised % Old Revised % Old Revised %
ii')e““e USD 1 50806 30718 (03)] 33053 3309 01| 35814 35859 0.1
Revenue 264798 2,637.90  (0.4)| 2,875.65 2,879.36 0.1] 3,151.61 3,155.62 0.1
EBIT 66420 65245  (1.8)| 73873 73395  (0.6)| 806.03  809.49 04
EBIT margi

@ fmarsin 251 247 -35bps| 257 255 -20bps| 256 257  8bps
APAT 51972 51417 (11)| 57554 567.69  (14)| 62837 62596  (0.4)
EPS (INR) 1436 1421  (L1)| 1591 1569  (14)| 1737 1730  (04)

Source: Company, HSIE Research

SHAREHOLDING PATTERN (%)

Dec-24 Mar-25

Promoters 71.77 71.77
FIs & Local MFs 10.92 11.56
FPIs 12.68 12.04
Public & Others 4.63 4.63
Pledged Shares 0.00 0.00
Source : BSE

Pledged shares as % of total shares
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Tata Elxsi

Margin under pressure; growth rebound likely

Tata Elxsi (TELX) reported its second consecutive quarterly revenue decline, with
Q1FY26 revenue down 3.9% QoQ in CC terms. This was primarily driven by a significant
slowdown in the Media & Communication and Healthcare segments. Margin pressures
persisted due to the revenue contraction; however, management expects EBITDA
margins to rebound with growth. TELX anticipates FY26 growth to be fueled by the

Transportation and Media & Communication verticals. The Transportation segment,

which contributes around 50% of total revenue, is showing signs of stabilization,

particularly with its largest client, JLR. Continued strong demand for ADAS, SDV,
infotainment systems, and electrification is expected to support growth beyond Q2FY26
in Transportation. Recent large deal wins (Mercedes-Benz, a European OEM, and

Suzuki) have bolstered confidence in a revenue rebound in Q2FY26E. However, global

macroeconomic uncertainties remain a key risk. EBIT margins are likely to stay under

pressure due to two main factors: (1) lower utilization and (2) pricing challenges arising
from vendor consolidation deals. We downgrade our earnings estimated 8-11% for

FY26/27E due to pressure on revenue and gross margins. We maintain a REDUCE rating

on TELX, with a target price of INR 5,075, based on a valuation of 32x FY27E EPS.

®  QIFY26 highlights: (1) TELX posted a revenue of USD 104.3mn (lower than our
estimate of USD 105.7mn), which declined -3.9/-9.0% QoQ/ YoY in CC terms. (2)
Transportation vertical remained flat QoQ CC, supported by ramp-up of the deal won
earlier (USD 50mn SDV deal). (3) Media & Communication vertical declined -5.5%
QoQ, impacted by transition investments related to large consolidation deals
announced at the end of Q4FY25 and subdued business environment globally. The
company expects growth in Communication from Q2FY26E onwards, supported by
deal ramp-ups and a healthy pipeline. (4) Healthcare & Lifesciences vertical reported
sharp de-growth of -6.7% QoQ due to tariff-related impact on medical devices with
two key US customers. The company expects this segment to recover by H2FY26. (5)
TELX’s EBITM came in at 18.2%, -193bps QoQ (lower than our estimate of 20.6%),
impacted by decline in revenue and consolidation deals signed in earlier despite no
wage hike (expected in Q3 w.e.f. Oct). The aspiration of the management is to operate
at EBITDA margins of about 29-30%.

" Outlook: We have factored in Transportation vertical growth at 4/19/17% for
FY26/27/28E, Media & Communication growth at -9/+11/+12% and Healthcare &
Lifesciences at -9/+13/+15% over the same period. Revenue growth of -2/+16/15% and
EBITM of 23/26/26% over FY26/27/28E translate to an EPS CAGR of 14% over FY25-
28E.

Quarterly Financial summary

YE Mar (INR bn) FYQ22 FYQ2; l;;}; FY%: Q(z/?) FY24 FY25| FY26E FY27E FY28E
Revenue (USD mn) 104 111 -6.1 105 -0.6 429 441 432 501 577
Net Sales 8.92 9.26 =87/ 9.08 -1.8 3552 3729| 3711 4355 50.82
EBIT 1.62 225 -279 1.83  -11.2 9.47 8.68 871 11.32 13.20
APAT 1.44 1.84 -21.6 172 -16.3 7.92 7.85 7.58 9.61 11.19
Diluted EPS (INR) 23.2 296  -21.6 277 -163 1272 1229| 121.7 1543 179.7
P/E (x) 482 49.9 50.4 39.8 342
EV / EBITDA (x) 35.1 37.3 37.1 28.6 244
RoE (%) 34.5 29.3 252 28.6 29.6

Source: Company, HSIE Research, Consolidated Financials
Change in Estimates

YE March (INR| FY26E FY26E Change| FY27E FY27E Change| FY28E FY28E Change
bn) Old Revised % Old Revised % Old Revised %
ie:)enue (USD 460 32 (60 539 501 (7.1) 607 577 (4.9)
Revenue 3949 3711  (6.0)| 4688 4355  (7.1)| 5343 5082  (4.9)
EBIT 994 871 (124)| 1243 1132  (8.9)| 1449 1320  (8.9)
55 ﬁT i 252 235 -171bps| 265 260  -52bps| 271 260 -113bps
0,
APAT 850 758  (108)| 1043 961 (79| 1214 1119  (7.8)
EPS (INR) 1365 1217 (10.8)| 1675 1543  (7.9)| 1950 1797  (7.8)

Source: Company, HSIE Research
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CMP (as on 10 Jul 2025) INR 6,138
Target Price INR 5,075
NIFTY 25,355
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-10.8 -7.9

KEY STOCK DATA
Bloomberg code TELX IN
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MCap (INR bn) / ($ mn) 382/4,463
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STOCK PERFORMANCE (%)

3M 6M 12M
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Dec-24 Mar-25
Promoters 43.91 43.91
FIs & Local MFs 7.51 8.54
FPIs 13.27 12.73
Public & Others 35.31 34.82
Pledged Shares 0.00 0.00

Source : BSE

Pledged shares as % of total shares
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Rating Criteria

BUY: >+15% return potential
ADD: +5% to +15% return potential
REDUCE: -10% to +5% return potential
SELL: > 10% Downside return potential
Disclosure:
Analyst Company Covered Qualification Any holding in the stock
Amit Chandra Tata Consultancy Services, Tata Elxsi MBA NO
Vinesh Vala Tata Consultancy Services, Tata Elxsi MBA NO
Maitreyee Vaishampayan Tata Consultancy Services, Tata Elxsi MSc NO
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Disclosure:

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.

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. This report may have been refined using Al tools to enhance clarity and readability.

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.
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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.
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