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Information Technology

Encore

Following the “decade-best’ 3Q growth, we expect an encore with the sector
(coverage universe) set to post decade-best 4Q sequential performance. The
pandemic has evidently accelerated the digital transformation agenda and
key lead indicators remain positive. Over the 5% QoQ posted in 3QFY21
(and 6% in 2Q), we expect the sector to deliver 3.9% Qo0Q. Ramp-up of large
deals, broad-based momentum and positive cross currency will support
growth. While growth print is expected to be homogenously positive,
divergence in operational performance dashboard is driven by (1) wage
increase schedule (deferred earlier), (2) accelerated pace of hiring resulting
in varying trends in utilisation/attrition (while offshoring continues to be
strong). Recent commentary on the sector at our conference (IT sector:
onwards and upwards) was buoyant on demand trends (deal funnel,
bookings, cloud opportunity, large deals) as well as sustaining supply-side
scenario (training efforts, lower sub-contracting dependence, offshore
delivery), mitigating some rise/drop in attrition/utilisation.

Deal activity (TCS-Vodafone/ThreeUK/Skanska; INFY-Siemens/Toyota/
Newmont; HCLT-Airbus; WPRO & TECHM-Telefonica; Mindtree-Knauf)
remained strong in 4Q with evidence of uptick in Manufacturing and
Communication verticals. Read-through from global peers remains positive
including Accenture’s outlook, Capgemini’s medium-term (CY25) growth
outlook and GlobalLogic’s acquisition by Hitachi. The alignment with large
cloud providers is improving and growth of Saa$S, hyperscalers continues to
be robust.

u

Revenue outperformance led by TCS, INFY and ER&D companies: In
4QFY21E, we expect TCS and INFY to lead the growth at 3.5% QoQ CC
each, supported by ramp-up of large deals (PBS, Prudential, Rolls Royce).
HCLT/WPRO/TECHM are expected to post 2.5/2.7/1.0%. Within mid-tiers,
ER&D is expected to post strong growth with TELX/LTTS/CYL at
6.5/5.0/3.0% QoQ (USD terms). MTCL and LTI are expected to post 4.5%
and 4.3% QoQ, while ZENT will lag at -2.2% QoQ. In terms of margin,
TCS is expected to outperform within tier-1s. ER&D companies are
expected to outperform operationally too in 4Q within the mid-tier
universe.

® Key monitorables: (1) Guidance: INFY/HCLT revenue/margin guidance
for FY22, WPRO'’s 1Q revenue guidance, LTTS” FY22 revenue guidance;
(2) Deal wins & TCV and deal pipeline; (3) Margin performance (scope for
outperformance) and performance/outlook on cost of delivery (wage hike
cycle for FY22, utilisation, hiring, attrition, offshoring, sub-contracting); (4)
Trends in large deals (closure timelines, profitability) and pricing in
digital; (5) Performance & outlook on key verticals; (6) Capital allocation
(inorganic) stance in light of stronger cash generation (FY21E).

Maintain positive stance: Our EPS estimate tweaks are largely due to
USD-INR reset and our estimates remain ahead of consensus (~4% for
FY23E). We selectively raise target multiples (PSYS, MTCL, MPHL, LTTS)
to reflect high visibility/sustainability of growth. Despite the sector’s
valuation at 1.5x historical multiples, we remain constructive and our
preferred picks checks for (1) growth outperformance, (2) greater visibility
of growth and (3) upside risk to base case. Our positive stance on the
sector is premised on the longevity of high-growth (and strong BS)
supported by multi-year industry tailwind from shift to cloud, increasing
competitive advantage leading to continued market-share gains. Key risks
remain macro recovery upending and unfavourable USD-INR. Preferred
picks are Infosys, HCL Tech, Tata Elxsi and Persistent Systems.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
S
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Company (CIII\\IIIF{: RECO (I]IQII;{)
TCS 3,178 ADD 3,460
Infosys 1,368 BUY 1,580
HCL Tech 983 BUY 1,100
Wipro 414 ADD 450
TechM 991 BUY 1,120
LTI 4,054 ADD 4,220
Mindtree 2,084 ADD 2,160
Mphasis 1,777 BUY 1,950
LTTS 2,654 REDUCE 2,370
Tata Elxsi 2,693 BUY 3,290
Persistent 1,922 BUY 2,280
Cyient 647 ADD 700
Zensar 274 ADD 310
Sonata 509 BUY 585
Mastek 1,220 BUY 1,540
EXCHANGES & STAFFING

Company (CIII\\I/III: RECO (I]IQII;{)
MCX 1,513 ADD 1,700
CDSL 656 BUY 720
Teamlease 3,772 BUY 4,100
BSE 571 BUY 750

*CMP as on 31t Mar 2021
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Exchanges and Staffing

Within exchanges, MCX is expected to post a 5.0% QoQ decline in revenue due to
a 4.2% QoQ decline in ADTYV, led by a decline in bullion volume. Energy/Metals
volume has recovered by +5/7% QoQ but index derivative volumes were flat
sequentially. Margins will contract 494bps QoQ to 43.3% due to non-linearity and
wage increase. MCX volume growth has stagnated over the last two quarters and
pickup in index derivative contracts is slower than expected.

BSE witnessed recovery in its core business performance (cash volume up 50%
QoQ) and cash market share recovered to 7.4% (+176bps QoQ). BSE market share
in the derivative segment stood at 6.1%, where NSE is a dominant player. The net
cash (excluding SGF and clearing cash) is ~70% of the market cap and the value
of CDSL stake after 25% discount is INR 227/share. We maintain BUY with a
target price of INR 750, based on 10x core FY23 PAT + net cash + CDSL stake.

CDSL will continue its strong performance in 4Q with +6.1/53% QoQ/YoY
growth. Transaction charges will continue to register healthy growth (2.7x in
9MFY21) led by market activity and pledge revenue. Annual issuer
charges/online data charges (e-KYC)/IPO & corporate action will grow
+5.2/2.0/6.0% QoQ. The EBITDA margin will expand by 73bps QoQ to 65.8% and
PAT will increase 3.9 % QoQ to Rs 0.56bn. CDSL continues to gain BO account
market share and has crossed 30mn accounts in the quarter. BO accounts grew
~50% YoY and CDSL’s market share stood at 59.8% (Feb-21) with 85%
incremental market share.

Within staffing, Teamlease will post a strong quarter with +6.0% QoQ growth in
revenue, led by growth in core staffing (+6.4% QoQ). The growth is led by a
gradual opening up of the economy and a strong recovery in NETAP additions
(Manufacturing). Specialised staffing is expected to grow +1.4% QoQ led by a
recovery in IT hiring and stability in Telecom staffing. The EBITDA margin will
improve by 9bps QoQ to 2.0%, led by higher productivity, improving business
mix (high-margin specialised staffing) and cost control initiatives.
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IT Services: 4QFY21E Quarterly Financial Summary
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Net Sales (USD mn) Net Sales (INR bn) EBIT (INR bn) EBIT Margin (%) APAT (INR bn) Adj. EPS (INR)
Company 40 QoQ YoY 40 QoQ YoY| 4Q 0QoQ YoY| 4Q QoQ YoY| 4Q QoQ YoY| 40 30 40

FY21E (%) (%)| FY21E (%) (%) | FY21E (%) (%)| FY21E  (bps) _ (bps) | FY21E (%) (%)| FY21E FY21 FY20
TCS 5,957 45 94| 43370 32 8.6| 115.35 3.1 15.1 26.6 2 150| 88.27 14 9.7 23.9 23.5 21.8
Infosys 3,665 4.2 14.6 26678 29 147| 6234 -54 26.5 234 205 219| 47.86 -7.9 10.9 11.3 12.2 10.2
HCLT 2,706 34 6.4 196.96 2.0 6.0 4237 -4.0 9.2 215 -136 64| 33.05 -3.7 4.8 12.2 12.7 11.6
Wipro 2,144 3.5 3.4 16125 2.9 26| 3262 (1.9) 30.5 20.2 -99 432| 29.96 1.0 28.8 53 52 41
Tech M 1,332 1.8 29 9697 0.5 22| 1511 -1.7 59.1 15.6 £85 558| 13.40 2.3 66.7 15.2 14.9 9.1
Tier-1IT 15,804 3.9 8.6| 1,155.65 2.7 8.0 267.79 -1.0 20.2 23.2 -86 235| 212.54 -1.6 14.0
?n&ft(;l;ech 446 4.3 8.9 3249 31 79 6.05 -6.9 20.2 18.6 -200 191 477 -8.1 11.6 27.4 29.8 24.6
Mindtree 286 4.5 2.8 20.84 3.0 1.7 3.78 -4.6 47.7 18.1 -145 565 282 -29.6 36.6 17.1 24.3 12.5
Mphasis 346 3.8 8.2 25.21 1.9 74 4.13 2.0 7.8 16.4 2 5 332 2.1 6.9 17.8 17.5 16.7
L&T Tech 200 5.0 22 1453 3.7 0.5 2.32 8.6 54 15.9 71 74 1.86 39 -0.7 17.8 171 17.9
Tata Elxsi 69 6.5 13.8 502 52 144 1.42 7.0 45.0 28.2 46 596 1.22 15.9 48.6 19.6 16.9 13.2
Persistent 151 3.6 19.2 11.03 25 19.0 1.34 -1.6 56.6 122 -52 292 1.25 38 436 16.4 15.8 114
Cyient 146 3.0 2.4 1060 15 -1.3 1.23 5.8 36.3 11.6 47 320 1.00 4.6 324 9.1 8.7 6.8
Zensar 120 22 -11.0 874 -3.6 -105 125 -13.6 22.1 143  -165 380 0.97 -1.8 367 42 43 3.1
Sonata 42 35 -4.4 11.86 -151 27.7 0.93 -8.2 25.6 7.8 59 -13 0.74 -2.2 -0.7 7.1 7.3 7.2
Mastek 63 4.6 34.8 458 33 359 0.94 2.0 86.1 20.5 -27 554 0.62 83 206 218 222 20.2
Mid-TierIT | 1,870 3.8 5.9 14490 0.7 7.0 23.38 -2.1 25.5 16.1 -45 237| 18.57 -6.1 18.0
Aggregate 17,674 3.9 8.3| 1,300.55 2.4 7.9| 291.17 -1.1 20.6 224 -80 236 231.11 -2.0 14.3

Source: HSIE Research, Wipro USD Rev is IT services, Sonata USD rev is IITS

Exchanges & Staffing: 4QFY21E Quarterly Financial Summary

Net Sales (USD mn) Net Sales (INR bn) EBITDA (INR bn) EBITDA Margin (%) APAT (INR bn) Adj. EPS (INR)
Company 40 QoQ YoY| 40 QoQ YoY| 40 QoQ YoY| 4Q QoQ YoY| 40 QoQ YoY| 4Q 3Q 4Q

FY21E (%) (%)| FY21E (%) (%)| FY21E (%) (%)| FY21E (bps) (bps)| FY21E (%) (%)| FY21E FY21 FY20
MCX NA NA NA 096 (5.0) (8.9 042 (14.7) 2.0 433 -494 465 0.63 (11.8) (3.3) 124 14.1 12.8
CDSL NA NA NA| 091 6.1 527 0.60 73 739 658 73 801| 0.56 39 493 5.3 5.1 3.6
TeamLease NA NA NA| 1352 6.0 1.6 0.28 111 38.3 2.0 9 54 0.25 9.0 23.1 13.5 12.6 14.9
BSE NA NA NA| 133 99 109| 020 687 NA| 152 528 NA| 047 116 849 104 9.3 5.6
Aggregate 16.72 5.6 35 1.49 5.6 49.6 8.9 -0 275 1.91 0.3 28.6
Source: HSIE Research
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IT Services: valuation metrics

o $ Rev EPS

Company (111\\1413?:1) gxfg (ITNI;U RECO FY20 F:(EZPIZ(IFI:]{IZE FY23E | FY20 FyzfllsE;):zzE FY23E | FY20 Fyfl(l)aE ;:2215 FY23E CAGRT|  CAGR
FY21-23E| FY21-23E

TCS 11,755 3,178 3460 ADD | 874 890 1056 1236| 363 357 301 257| 373 400 471 511 12.9 17.8
Infosys 5815 1,368 1580 BUY | 386 449 542 633| 354 305 252 216| 252 276 300 314 14.4 18.8
HCLTech | 2667 983 1,100 BUY | 408 472 539 612| 241 208 182 161| 238 231 231 230 12.4 13.9
Wipro 2279 414 450 ADD | 170 197 203 227| 243 211 204 183| 173 197 203 218 11.6 73
TechM 957 991 1,120 BUY | 483 533 568 659| 205 186 174 150| 202 206 202 214 83 11.2
Tier-11T Median 243 211 204 183| 238 231 231 23.0 12.4 13.9
LTI 706 4,054 4220 ADD | 873 1074 1299 162.3| 464 378 312 250| 295 310 305 308 17.9 229
Mindtree 343 2,084 2,160 ADD | 405 697 800 90.1| 515 299 260 231| 195 311 299 273 14.4 137
Mphasis 331 1,777 1,950 BUY 613 661 778 884| 290 269 228 201| 206 201 214 216 12.1 15.6
L&T Tech 277 2,654 2,370 REDUCE| 720 592 828 989| 369 448 320 268| 286 200 232 236 155 292
Tata Elxsi 168 2,693 3290 BUY | 436 602 806 913| 618 447 334 295 267 312 342 321 214 231
Persistent 147 1,922 2280 BUY | 470 574 761 912| 409 335 252 21.1| 144 173 202 207 167 26.1
Cyient 71 647 700 ADD | 339 328 380 456| 191 198 170 142| 145 137 149 168 10.7 18.0
Zensar 63 274 310 ADD | 115 156 174 195| 238 176 157 140/ 127 159 162 166 73 11.9
Sonata 53 509 585 BUY | 267 247 301 366| 191 206 169 139| 385 361 387 409 14.6 21.8
Mastek 35 1220 1,540 BUY | 515 741 880 1027 237 165 139 119| 174 242 240 234 143 17.8
Mid-Tier IT AVG 323 268 215 183| 209 228 241 244 14.4 20.9
Mid-Tier IT Median 290 269 228 201| 195 201 232 234 14.4 21.8

Source: HSIE Research, CMP as on 31st Mar 2021

Global IT Peers: valuation metrics

EPS (USD) P/E (x) ROE (%) $ Rev EPS

Company (Ul\glc)all’)n) ICJI;/II;’ ™ reco FY20 FY21E FY22E FY23E [FY20 FY21E FY22E FY23E [FY20 FY21E FY22E FY23E CAGRY%)|  CAGR%
FY21-23E| FY21-23E

Accenture 1853 279 NA NR | 75 85 94 103|373 328 297 270|325 305 297 291 72 102
Cognizant 417 79 NA NR | 40 34 40 44|197 230 198 179|164 127 173 167 6.3 132
Capgemini® 248 147 NA NR | 68 73 76 86|217 202 194 171|108 132 175 178 52 8.7
EPAM 216 38 NA NR | 54 63 74 92|708 605 517 416|183 183 196 203 222 207
Globant 7.9 199 NA NR | 23 25 32 39870 813 624 512|139 82 136 143 244 26.0
TietoEVRYA 3.1 27 NA NR | 1.7 22 23 25|154 123 114 106| 73 57 121 151 26 7.7
Global IT AVG 420 383 324 276|165 148 183 189 113 144
Global IT Median 295 279 247 225[152 130 174 173 6.7 11.7

Source: HSIE Research, CMP as on 31st Mar 2021, » in EUR

Exchanges and Staffing: valuation metrics

MCap CMP TP EPS (INR) P/E (x) RoE (%) INR Rev EPS
Company (INR (INR) (INR) RECO CAGR%| CAGR%

bn) FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E| FY20 FY21E FY22E FY23E FY21-23E| FY21-23E
MCX 77 1,513 1,700 ADD 457 492 508 613 331 307 298 247| 178 182 182 214 18.0 11.6
CDSL Ltd 69 656 720  BUY 120 194 214 246| 546 338 306 267 173 243 234 234 13.5 12.6
TeamLease 64 3,772 4,100 BUY 495 509 780 107.6| 762 741 484 351| 152 141 184 208 26.4 45.4
BSE 26 571 750  BUY 313 401 472 541( 182 142 121 106 5.8 7.5 88 10.1 15.1 16.1
Median 439 323 302 257 163 162 183 211 16.6 14.4

Source: HSIE Research, CMP as on 31st Mar 2021
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IT Services stock performance (%)

Companies 1M (%) 3M (%) 6M (%) 12M (%) 3Yr (%) 5Yr (%) 10Yr (%)
TCS
Infosys
HCL Tech
Wipro
TechM
LTI
Mindtree

Mphasis
LTTS
Tata Elxsi
Persistent
Cyient
Zensar
Sonata
Mastek
NSEIT
Nifty 50 2.5 5.9 28.8 81.1 59.9 118.3 218.0

Source: Bloomberg, HSIE Research, CMP as on 30t Mar 2021

Exchanges and Staffing stock performance (%)

Companies 1M (%) 3M (%) 6M (%) 12M (%) 3Yr (%) 5Yr (%) 10Yr (%)
MCX
CDSL
Teamlease

BSE
Nifty 50 2.5 5.9 28.8 81.1 59.9 118.3 218.0

Source: Bloomberg, HSIE Research, CMP as on 30t Mar 2021

Note:
Green indicates out-performance to Nifty 50 during the respective period
Red indicates under-performance to Nifty 50 during the respective period
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IT Sector P/E and EPS Growth
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Revenue-Mix by Verticals
Verticals TCS Infosys HCLT Wipro TechM LTI
BESI 31.9% 33.1% 21.4% 30.5% 16.0% -
Retail & CPG 14.6% 14.7% 10.5% 16.4% 7.9% 10.9%
Hi-Tech 8.9% 8.2% 17.8% 12.6% 9.4% 10.6%
Communication & Media | 65%  124% 83%  52%  397% NA
Manufacturing 9.4% 9.3% 18.1% 8.3% 16.3% 16.9%
Healthcare 9.8% 7.1% 13.6% 13.9% NA NA
E&U NA 12.5% 10.4% 13.1% NA 10.0%
Travel & Transportation NA NA NA NA NA NA
Verticals Mphasis  Mindtree LTTS Cyient Zensar
BESI - 19.5% NA NA 28.9%
Retail & CPG NA 21.6% NA NA 15.3%
Hi-Tech 129%  49.8% NA| 53%  39.6%
Communication & Media NA NA 22.9% 29.5% NA
Manufacturing NA NA 34.0% 38.2% 12.3%
Healthcare NA NA| 127% N29% NA
E&U NA NA NA 10.3% NA
Travel & Transportation NA 8.9% 30.4% 13.8% NA
Source: Company, HSIE Research; NA also implies data not disclosed separately, Note: Data as per

3QFY21
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Change in estimates
IT Services
Company Reve:‘;‘;x;c’]) bn Change (%) EBIT % (NEW) Change (bps) EPS (Rs) NEW Change (%)
FY21E FY22E FY23E |FY21E FY22E FY23E| FY21E FY22E FY23E| FY21E FY22E FY23E| FY21E FY22E FY23E|FY21E FY22E FY23E

TCS 22,142 25430 28207| 0.1% 0.1% 03%| 258 263 274 -11 -49 10| 89.0 105.6 123.6|-0.7% -4.0% -2.6%
Infosys 13,694 15881 17937| 02% 0.0% 0.0%| 242 239 245 -15 -26 1| 449 542 633|-08% -33% -3.1%
HCL Tech 10,186 11,594 12,864| 0.1% 0.8% 12%| 21.6 216 216 0 -5 -34| 472 539 612|-05% -15% -3.1%
Wipro 8129 9,398 10,128 0.1% 0.3% 0.3% 19.3 17.3 17.7 -10 -1 9 19.7 203 2271 -08% -17% -1.6%
Tech Mahindra 5114 5510 6,000 -0.1% -0.5% -0.5% 14.0 13.8 14.5 5 -43 24| 533 568 659 0.1% -42% -22%
LTI 1,669 1,988  2,321| -04% -1.9% -0.7% 19.1 18.7 19.5 -33 -72 -50| 107.4 1299 162.3| -2.3%  -74% -54%
Mindtree 1,075 1,244 1,406 04% 2.6% 4.0% 17.2 17.9 17.6 -20 10 -10 69.7  80.0 90.1| -1.1% 0.6% 0.0%
Mphasis 1,313 1495 1,649| 0.0% 04% 0.9% 16.1 16.5 16.5 5 -4 -1 66.1 77.8 884 -0.1% -23% -2.0%
LTTS 739 866 986 02% 0.5% 1.6% 14.3 16.0 17.0 -14 -73 33| 592 828 98.9| 0.6% -4.0% -3.2%
Tata Elxsi 245 308 361 01% 02% 02%| 256 265  25.0 22 53 -1 60.2  80.6 91.3| 0.0% 0.7% -12%
Persistent 565 663 769| 02% 0.8% 32% 11.9 12.9 13.3 19 50 29| 574 76.1 912 1.8% 48% 1.4%
Cyient 553 606  677| 0.1% 05% 05%| 98 114 123| 2| 858 88| 328 380 456 02% 12% 28%
Zensar 494 521  569| -1.0% -26% -21%| 138 139 140 1 22 15| 156 174  195| -09% -2.8% -41%
Sonata 159 182 209 -0.1% -0.5% -0.5% 7.8 7.5 7.7 -3 -19 -4 247 301 36.6| 1.5% -1.0% 0.8%
Mastek 229 266 299 04% 13% 1.3% 18.7 17.6 18.0 22 7 -8 741 88.0 102.7| -1.1% -0.4% -1.2%
Source: Company, HSIE Research
Companies (II\I:I[;{C 11;) CMP (INR) Fl;fNORI)d I\I(;‘:IVI;F)P Old Rating New Rating mulgll;lle 0 mullji;ve 0 5Y Avg (x) 10Y Avg (x)
TCS 11,755 3,178 3,550 3,460 ADD ADD 28 28 22 21
INFY 5,815 1,368 1,630 1,580 BUY BUY 25 25 18 17
HCLT 2,667 983 1,140 1,100 BUY BUY 18 18 14 14
WPRO 2,279 414 460 450 ADD ADD 20 20 15 15
TECHM 957 991 1,145 1,120 BUY BUY 17 17 14 13
LTI 706 4,054 4,460 4,220 ADD ADD 26 26 18 NA
MTCL* 343 2,084 1,985 2,160 ADD ADD 22 24 18 16
MPHL* 331 1,777 1,800 1,950 BUY BUY 20 22 16 13
LTTS* 277 2,654 2,250 2,370 REDUCE REDUCE 22 24 20 NA
TELX 168 2,693 3,330 3,290 BUY BUY 36 36 23 19
PSYS* 147 1,922 1,980 2,280 BUY BUY 22 25 15 14
CYL 71 647 710 700 ADD ADD 16 16 13 12
ZENT 63 274 325 310 ADD ADD 16 16 13 10
SSOF 53 509 580 585 BUY BUY 16 16 12 9
MAST 35 1,220 1,560 1,540 BUY BUY 15 15 11 8
Source: HSIE Research, * PE multiple increased, TP based on Mar-23E EPS
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Exchanges and Staffing

Revenue INR bn Change (%) EBITDA % (NEW) Change (bps) EPS (INR) NEW Change (%)

Company (NEW)
FY21E FY22E FY23E|FY21E FY22E FY23E|FY21E FY22E FY23E|FY21E FY22E FY23E|FY21E FY22E FY23E|FY21E FY22E FY23E
MCX 39 45 54| -39% -7.0%” 468 499 543 8 23 93| 492 508 613| 75% -4.5%-
CDSL 33 38 43| 12% 59% 75%| 628 644 659| 52 219 261| 194 214 246| 1.6% 79% 98%
Teamlease | 489 629 782| 03% 11% 09%| 20 23 25 0 -2 2| 509 780 1076 1.6% -07% -21%
BSE 48 56 64| 01% -13% -12%| 96 169 217 10 91| 401 472 541| 01% -23% -2.0%

Source: Company, HSIE Research

Companies M-cap CMP TP Old New TP Old Rating New Rating (?ld N'ew 5Y Avg 10Y Avg

(INR bn) (INR) (INR) (INR) multiple (x) multiple (x) (x) (x)
MCX 77 1,513 1,770 1,700 ADD ADD 30 300 28 25
CDSL* 69 656 580 720 BUY BUY 30 337 25 NA
Teamlease* 64 3,772 3,850 4,100 BUY BUY 35 38 35 35
BSE 26 571 700 750 BUY BUY 10 10" 17 NA
Source: Company, HSIE Research, " represents core PAT multiples, * PE multiple increased
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IT Sector USD Revenue Growth (% YoY) IT Sector USD Revenue Growth (% QoQ)
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Currency movements

Unfavourable movement of USD-INR (-1.2% QoQ) offset by positive cross currency movement

Positive cross-currency impact in the range of 30 to 100bps in 4QFY21 due to appreciation of GBP, EUR and AUD
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Cross Currency impact on USD Revenue
Tier 1 Companies Qo0Q % (CC terms) Cross currency impact (bps) Qo0Q % (USD terms)
TCS 3.5 +100 4.5
INFY 3.5 +70 4.2
HCLT 2.5 +90 34
WPRO 2.7 +80 3.5
TECHM 1.0 +80 1.8
Mid-Tier Companies Qo0Q % (CC terms) Cross currency impact (bps) QoQ % (USD terms)
LTI 4.0 +30 43
MPHL 3.5 +35 3.8
MTCL 4.2 +30 4.5
LTTS 4.6 +40 5.0
PSYS 3.3 +30 3.6
CYL 2.5 +50 3.0
ZENT 2.8 +55 22

Source: HSIE Research
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Revenue and margin performance (4QFY21E)
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Tier-1 IT quarterly USD revenue growth trend (QoQ %)
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NIFTY IT Index Valuation Trend (P/E 1-yr fwd)
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IT Index Valuation Trend vs NIFTY
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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
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