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Growth momentum intact

We maintain BUY on HCL Tech (HCLT) following a strong
revenue and tad lower margin performance. Organic
growth momentum is strong and integration of IBM
products (key monitorable) will keep growth at top-end of
guidance and margin at the lower end. Our TP is Rs 1,250
at 14x Jun-21E EPS.

HIGHLIGHTS OF THE QUARTER

®  Rev came higher than est. at USD 2,364mn, a strong
4.2% QoQ CC which included 3.7% organic (supported
by early ramp-up of large deal) and 0.5% from Strong-
Bridge Envision consolidation. Acquired IBM products
and other inorganic (Actian, H&D, Strong Bridge)
expected to contribute ~6.5% to FY20 rev growth. HCLT
maintained its FY20 rev guidance at 14-16% CC,
implying ~8-10% organic growth.

®  Mode-2 biz (18.8% of rev) decelerated to 3.6% QoQ,
however Mode-1 delivered strong growth of 4.1%
QoAQ. Service segments reclassified into IT & Business
services (75.3% of rev and 3.6% QoQ), ER&D (16.9% of
rev and 5.6% QoQ) and Products & Platform (7.8% of
rev and 7% QoQ). HCLT has lower risk (vs. peers) from
adverse H-1B regulations with US localisation at 70%.

Financial Summary
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HCL Technologies

B Margin performance was lower with EBIT% at 17.1%, -
193bps QoQ (17.5% est) impacted by lower gross
margin (-130bps impact) and higher SG&A (-50bps
impact). Margin was impacted by onsite heavy ER&D,
investments to build front-end/HCL Software division
and INR/Visa cost impact. Mode-1 margins moderated
while Mode-2/3 margins were flat QoQ. APAT at Rs
22.20bn was impacted by higher ETR.

STANCE

While the jury is out on the acquired products of IBM, (1)
Synergies with services (product differentiation), (2)
Cross-sell/market opportunity, and (3) Better margins
justify the increased capital intensity. We are more
impressed with the recovery in organic growth trajectory
(converged with larger peers), supported by large deal
momentum (Nokia, Broadcom, Xerox) and differentiation
in IMS (benefiting from vendor consolidation) and ER&D
(scale). Expect USD rev/EPS at 12/9% CAGR over FY19-
22E. Key risks include escalation in client specific
headwinds impacted by adverse macro and scaling HCL
Software division.

BUY
INDUSTRY IT
CMP (as on 07 Aug 2019) Rs 1,023
Target Price Rs 1,250
Nifty 10,856
Sensex 36,691
KEY STOCK DATA
Bloomberg HCLT IN
No. of Shares (mn) 1,356
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SHAREHOLDING PATTERN (%)
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Revenue came at USD
2,364mn, +4.2/17.0%
QoQ/YoY in CC (including
~0.5% inorganic)

EBIT margin came at 17.1%,
down 193bps QoQ, margin
was impacted by Forex (-
15bps), Visa cost (-20bps),
SGA investments for IBM
products (-50bps) and
investment in ERS business (-
110bps)

Maintained FY20 guidance of
14 to 16% CC growth and
18.5 to 19.5% EBIT margin

ETR was higher at 24%
(+476bps QoQ) on account of
IBM product acquisition,
FY20 ETR guided at ~24%

HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

Quarterly Consolidated Financials Snapshot

Particulars (Rs bn) 1QFY20 1QFY19 YoY (%) 4QFY19 QoQ (%)
| Net Revenues (USD mn) 2,364 2,055 15.0 2,278 3.8|
Net Revenues 164.25 138.78 18.4 159.90 2.7
Direct Costs 109.20 91.06 19.9 104.21 4.8
Gross Profit 55.05 47.72 154 55.69 (1.1)
SG&A Expenses 21.05 15.46 36.2 19.72 6.7
EBITDA 34.00 32.26 5.4 35.97 (5.5)
Depreciation 5.95 4.96 20.0 5.58 6.6
EBIT 28.05 27.30 2.7 30.39 (7.7) ‘
Other Income 1.28 2.95 (56.6) 1.52 (15.8)
PBT 29.33 30.25 (3.0) 31.91 (8.1)
Tax 7.05 6.22 13.3 6.15 14.6
RPAT 22.20 24.03 (7.6) 25.68 (13.6)

E/o (adj for tax) - - -
APAT 22.20 24.03 (7.6) 25.68 (13.6)
Source: Company, HDFC sec Inst Research
Margin Analysis

1QFY20 1QFY19 YoY (bps) 4QFY19 QoQ (bps)
Direct Costs % Net Revenues 66.5 65.6 87 65.2 131
Gross Profit Margin (%) 33.5 34.4 (87) 34.8 (131)
SG&A Expenses % Net Revenues 12.8 111 168 12.3 48
EBITDA Margin (%) 20.7 23.2 (255) 22.5 (180)
|EBIT Margin (%) 17.1 19.7 (259) 19.0 (193)|
Tax Rate (%) 24.0 20.6 347 19.3 476
APAT Margin (%) 13.5 17.3 (380) 16.1 (254)

Source: Company, HDFC sec Inst Research

Page | 2



r

|.' HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

QoQ USD Revenue Growth Trajectory YoY USD Revenue Growth Trajectory
(%, QoQ) o (%, YoY)
5 ~ 20 -
—l
= S RN [ © i o 2
YoY revenue growth of 15.0% 4 1 o in & J 0w S o i
. . o ~N — gl 15 1 o« n < <+ o coim !
was highest in past 30 qtrs o o 1 [ = - flsSgS o <!
" i SIS IR RS =hal K
3 ol e 0| p = = 1 |
o)) o)) ~ 11 L 10 P O o0 ] :
— — ] ~ 7)) 1
? S e i | oo 1k
— - — : 1 n 1 KR
® 1 I 5 | 1!
: 2 1Y !
. . o
Within segments, Mode-1 i Ak
. 1
marg’n(17'8%)hada5teep 0 = 0 mmmmnogou:uor\r\r\r\oooooooocnmmmlb'
N . . . N WWOWWONNINIDNOWOWOWOWONOIDOO OO
decline impacting the fall in SogddoddodgdgdggdgdgdIdggdgdgdAdg g sl sl U
. [ T T T i T I i 1 i e 1 i e T e e FE FE T T 88888888‘88‘8‘8‘58888‘8888
EBIT margin ggggggggggggggggggggg AROTARNONTANNTANONT AN® T
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research
1QFY20 margin was lower EBIT Margin Trajectory Transformational Deals Trend
(expected), margin is (%) (Nos)
expected to recover from 2Q 30 - ~
28 -
g © 25
25 { & @
20
22 -
. . 15
12 transformational deals 19 - &
L
wins in 1Q, the optical 16 - 10
deceleration in deal win 13 5
momentum comes dfter a
H 10 T T T T T T T T T T T T T T T T T T T T 1 0 -
strongFYlthermsofdeal NWWNNMWOWOWOWOORNNRNNOWONDOWO®OND DA O NS RE® ¥3 R 3% 909 93 9 2
A A aBaBaBaBaBeaBaBaBaBaBaBeaBaBaBaBaBaBaBalals) > > > > > > > > > > > > >
booking (78 transformation I I I T I IIIIII I e o v o v S v S (S e
. ddgdgdodgdgdagaddaggdadodagaddagda d d g g g d g d I g g g d
dealsmFY19) AN MTANNMTANNMNTANNT A N®OT A - N oo & 4 N o0 F A N o F o
Source: Company, HDFC sec Inst Research Source: Company, HDFC sec Inst Research

Page | 3



[- HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

Peer comparison: Revenue Growth Trend (% YoY Revenue Break-up by Segment (% of Revenue)
CQC)
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Among verticals,
Manufacturing led growth
(+18.4% QoQ CC) on ramp up
of large deals

BFSI was stable (+0.5% QoQ
CC), BFSI was anticipated to
get impacted by ramp down
of 2 large banking clients but
ramp down was lower than
expected

Client specific issues in BFSI
improved, 1 client in BFSI is
facing challenges (vs. 2
earlier), also large deal wins

in BFSI would aid BFSI to grow

in 2H

HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

Vertical Revenue Break-up

(% of rev) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Manufacturing 349 354 36.5 36.0 36.5 36.2 36.3 36.2 38.8
Financial Services 24.9 25.0 24.6 25.0 23.8 23.0 21.6 21.1 20.4
Life Sciences and Healthcare 11.8 11.7 11.7 11.5 12.8 129 13.0 13.0 12.8
Public Services 11.1 10.6 10.2 10.5 10.5 10.7 9.7 11.1 10.5
Retail & CPG 9.5 9.3 9.6 9.6 9.1 10.0 10.2 10.0 9.5
Ei'tz‘;?:;;r';"::t'a' Publishing & 7.9 7.9 7.4 7.4 7.3 7.2 9.2 8.6 8.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: Company, HDFC Sec Inst Research

Vertical-wise Revenue Growth

(QoQ, % CC) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Manufacturing 33 2.4 6.6 0.2 (1.3) 1.7 3.9 2.5 18.4
Financial Services 5.3 1.2 1.4 2.0 (1.4) 0.1 (0.6) 0.9
Life Sciences and Healthcare 4.8 1.8 2.4 (0.2) 13.4 3.2 5.8 3.5 2.4
Public Services (2.7) (4.6) 0.2 4.1 3.5 53 (4.4) 17.7 (0.2)
Retail & CPG 4.9 (0.5) 6.6 1.1 (1.6) 13.0 8.4 1.4 (1.4)
Telecom, Media, Publishin

Entertainment g& (2.5) 1.7 (3.8) 1.8 0.2 1.1 35.4 (3.8) (2.7)
Total 2.6 0.9 3.3 1.2 2.7 3.0 5.6 3.3 4.2
Source: Company, HDFC Sec Inst Research

Vertical-wise Revenue Growth

(YoY, % CC) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Manufacturing 17.1 21.9 21.0 13.8 (3.9) (3.9) 1.5 6.7 28.3
Financial Services 19.2 14.2 10.6 9.4 2.9 2.3 0.1 (1.4) 0.9
Life Sciences and Healthcare 10.6 3.8 9.7 9.0 18.1 19.8 23.4 28.2 16.0
Public Services 6.4 6.2 1.0 (3.2) 34 133 8.1 21.8 18.0
Retail & CPG 7.1 (1.0) 13.1 11.8 53 19.2 21.5 20.9 22.1
Telecom, Media, Publishing &

Entertainment & (2.7) (6.3) (6.8) (3.2) (0.1) (0.8) 403 33.4 28.2
Total 12.2 10.6 11.2 8.2 8.5 10.5 13.0 15.3 17.0

Source: Company, HDFC Sec Inst Research
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Geographic Revenue Break-up

(% of rev) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Americas led revenue growth Americas 62.8 62.4 63.5 61.5 64.5 65.8 64.5 62.9 67.7
among geographies up 11.7% Europe 27.4 29.1 28.7 30.0 28.1 26.8 28.3 29.7 26.0
QoQ CCon large deal ramp- Rest of the World 9.8 8.5 7.9 8.5 7.5 7.4 7.3 7.4 6.3
up Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Company, HDFC Sec Inst Research

Geographic Revenue Growth

(QoQ, % €C) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Europe was soft (-8.1% QoQ Americas 3.8 1.5 4.9 (0.7) 5.9 4.4 2.7 1.1 11.7
CC) impacted by projects Europe (0.4) 4.4 1.9 3.6 (1.0) (0.9) 12.9 8.4 (8.1)
reaching steady state, on YoY Rest of the World 3.1 (12.0) (3.9) 8.1 (7.1) 4.9 4.5 3.6| (10.6)
basis Europe was up 11.3% Total 2.6 0.9 3.3 1.2 2.7 3.0 5.6 3.3 4.2
YoY CC Source: Company, HDFC Sec Inst Research

Geographic Revenue Growth

(YoY, % CC) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Americas 16.9 12.7 16.6 9.6 11.9 15.1 12.9 15.1 21.3
Europe 0.3 7.4 2.5 9.7 9.3 3.5 14.5 18.7
RoW declined 10.6% QoQ CC Rest of the World 223 6.3 2.5 (52)  (15.5) 0.7 8.4 4.7 1.6
growth in RoW is expected to Total 12.2 10.6 11.2 8.2 8.5 10.5 13.0 15.3 17.0
recover Source: Company, HDFC Sec Inst Research
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Attrition moderated to 17.3%
(vs. 17.7% in 4Q)

There is acceleration in net
additions for the past 4 qtrs

HCLT has 1,600 workforce in
Australia & New Zealand

HCLT has trained 85,193
employees in digital and next-
gen technology skills

HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

Headcount, Attrition And Utilisation Data

(Nos.) 1QFY18 2QFY18 3QFY18 4QFY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
‘Total headcount 117,781 119,040 119,291 120,081 124,121 127,875 132,328 137,965 143,900
Technical 107,029 108,351 108,831 109,565 113,404 116,910 121,273 126,717 132,384
Support 10,752 10,689 10,460 10,516 10,717 10,965 11,055 11,248 11,516
Gross Additions 9,462 8,645 7,113 8,476 12,558 11,683 13,191 14,249 16,332
Net Additions 1,808 1,259 251 790 4,040| 3,754 4453 5637 5935
Voluntary LTM Attrition (%) 16.2 15.7 15.2 15.5 163 17.1| 17.8 17.7 17.3|
Source: Company, HDFC Sec Inst Research

Business Lines

(% of rev) FY16 FY17 FY18 1QFY19 2QFY19 3QFY19 4QFY19 1QFY20
Mode 1 84.1 81.4 76.6 73.4 72.0 71.0 70.5 70.3
Mode 2 12.3 12.8 14.7 15.7 16.0 17.2 18.9 18.8
Mode 3 3.6 5.8 8.7 11.0 12.0 11.9 10.6 10.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Source: Company, HDFC Sec Inst Research

Key Assumptions

Particulars FY17 FY18 FY19 FY20E FY21E FY22E
IT and Business Services 12.0 6.5 7.5 NA 9.5 10.6
Engineering & R&D services 11.2 38.3 19.1 NA 8.0 8.2
Products & Platform 80.2 68.5 44.0 NA 215 10.4
| Total USD revenue growth (%) 11.9 12.4 10.1 16.7 10.7 10.2|
USD/INR rate 67.0 64.5 70.0 69.9 70.0 70.0
|EBIT margin (%) 20.3 19.8 19.6 18.5 19.5 19.5|

Source: HDFC sec Inst Research, Re-classified segments and not comparable to prior period
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Change In Estimates

Earlier estimates Revised estimates % change
Particulars
HCLT closed the previously FY20E
announced USD 1.8bn Revenue (USD mn) 10,021 10,073 0.5
acquisition of select IBM Revenue (Rs bn) 700.32 702.99 0.4
products including AppScan, EBIT (Rs bn) 130.69 129.99 (0.5)
BigFix, Commerce, EBIT margin (%) 18.7 18.5 (17)bps
Connections, Digital EPS (Rs) 78.3 74.7 (4.6)
Experience, Notes Domino FY21E
and Unica. Revenue (USD mn) 11,136 11,147 0.1
Revenue (Rs bn) 779.54 779.54 0.0
EBIT (Rs bn) 150.59 151.62 0.7
EBIT margin (%) 19.3 19.5 13bps
EPS (Rs) 89.7 86.0 (4.1)

Page | 8
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Peer Set Comparison

MCap CMP TP EPS (Rs) P/E (x) ROE (%)
Company RECO

(Rsbn) (Rs)  (Rs) FY18  FY19 FY20E FY21E| FY18  FY19 FY20E FY21E| FY18  FY19 FY20E FY21E
TCS 8,306 2,213 2,420  BUY 688 839 879  984| 322 264 252  225| 301 361 361 385
Infosys 3377 776 770  NEU 342 367 369  415| 227 211 210  187| 220 244 248 272
Wipro 1,497 263 220  SELL 140 158 166 17.7| 187 166 158  149| 165 173 169 169
HCL Tech 1,387 1,023 1,250 BUY 647 746 747 860 158 137 137 119| 253 260 231 236
TechM 593 674 595  SELL 432 489 457  485| 156 138 147  139| 215 220 195  19.1
Tier-1 IT Median 187  16.6 158  149| 220 244 231 236
LTI 278 1,600 2,115  BUY 669 873 858 1012| 239 183 186 158 332 346 280 282
Mphasis 180 965 1,310  BUY 454 576 594  702| 213 168 163  13.7| 146 200 200 211
LTTS 160 1,535 1,955  BUY 455 680 732  933| 337 226 210 165| 277 320 281 300
Mindtree 122 745 705  NEU 323 442 365  481| 231 169 204  155| 214 249 173  23.0
Hexaware * 106 357 440  BUY 168 196 209  26.0| 213 182 171  13.7| 266 265 243  26.1
Cyient 50 447 510  NEU 386 436 427 458 116 102 105 98| 181 195 177 172
Zensar 49 217 265  BUY 106 141 152  182| 204 154 143 119 151 173 163  17.1
Persistent 42 5286 615  NEU 420 475 425  457| 126 111 124  116| 160 157  13.6 142
Tata Elxsi 39 619 990 NR 385 466 330 395| 161 133 188  157| 370 345 204 214
Sonata 33 315 495  BUY 186 240 270  302| 170 131 117  104| 310 351 343 340
Intellect 28 215 300  BUY 35 7.7 80 117 NM 281 270 183 67 111 98  12.8
eClerx 20 521 505  SELL 740 617 516 559 7.0 84 101 93| 241 176 142 153
Majesco 14 488 730  BUY (15) 183 263  344| NM 266 185  14.2 NM 84 104 122
HGS 12 591 755 NR 96.5 846 841 1014 6.1 7.0 7.0 58| 105 85 115 121
Mastek 8 356 618  BUY 277 404 421 476 129 8.8 8.4 75| 137 161 141 143
Tier-2 IT Median 204 168 171  13.7| 198 195 173  17.2

MCap CMP EPS (USD) P/E (x) ROE (%)
Company (usbbn) usp °  RECO FY18 FY19E FY20E FY21E| FY18 FY19E FY20E FY21E| FY18 FY19E FY20E  FY21E
Accenture 126 187 NA NR 5.4 6.3 73 80| 344 296 256  235| 418 420 420 419
Cognizant 34 62 NA NR 36 45 3.9 43| 172 137 157  144| 141 190 189 202
CapgeminiA 20 109 NA NR 48 43 65  702| 230 257 167 16| 115 101 134 137
Global IT Median 285 251 169  15.4| 141 190 209 206

Source: HDFC sec Inst Research, Bloomberg, *Dec YE, A\CMP and EPS in EUR terms
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Consolidated Income Statement Consolidated Balance Sheet
YE March (Rs bn) FY18 FY19 FY20E FY21E FY22E YE March (Rs bn) FY18 FY19 FY20E FY21E FY22E
Net Revenues (USD mn) 7,838 8,632 10,073 11,147 12,286 SOURCES OF FUNDS
Growth (%) 12.4 10.1 16.7 10.7 10.2 Share Capital - Equity 2.78 2.71 2.71 2.71 2.71
Net Sales 505.69 604.27 702.99 779.54 851.16 Reserves 361.08 410.95 460.15 51990 590.16
Growth (%) 8.2 19.5 16.3 10.9 9.2 Total Shareholders' Funds 363.86 413.66 462.86 522.61 592.87
Cost of Revenue 332.37 392.68 457.49 500.73 546.63 Total Debt 3.80 37.01 37.01 37.01 37.01
SG&A Expenses 58.93 71.91 88.74 96.66 106.40 Long Term Provisions & Others 11.92 18.30 18.30 18.30 18.30
EBITDA 114.39 139.68 156.75 182.15 198.14 TOTAL SOURCES OF FUNDS 379.58 470.00 519.20 578.95 649.21
Depreciation 14.52 21.48 26.77 30.53 32.35 APPLICATION OF FUNDS
EBIT 99.87 118.20 129.99 151.62 165.79 Net Block 119.54 138.27 199.19 186.58 175.08
EBIT (%) 19.7 19.6 18.5 19.5 19.5 CWIP 3.20 2.35 2.35 2.35 2.35
EBIT Growth (%) 5.4 18.4 10.0 16.6 9.3 Goodwill 67.99 90.61 135.34 135.34 135.34
Other Income net 11.78 9.78 6.43 6.79 11.46 Investments 0.43 0.85 0.85 0.85 0.85
Interest 0.69 1.74 3.05 3.30 3.30 Other non-current assets 40.89 56.45 57.21 57.80 58.35
PBT 110.96 126.24 133.37 155.11 173.95 Total Non Current Assets 232.05 288.53 394.94 38292 371.98
Tax (incl deferred) 23.17 24.81 32.02 3841 43.49 Debtors 96.39 117.06 138.62 153.84 168.08
RPAT 87.79 101.21 101.27 116.70 130.46 Cash & Equivalents 66.35 100.92 24.32 87.33 160.33
APAT 87.80 101.22 101.27 116.70 130.46 Other Current Assets 85.44 79.24 85.55 85.67 85.77
APAT Growth (%) 7.7 15.3 0.0 15.2 11.8 Total Current Assets 248.18 297.22 248.49 326.83 414.18
EPS 64.7 74.6 74.7 86.0 96.2 Creditors 9.18 13.05 15.18 16.83 18.37
EPS Growth (%) 7.7 15.3 0.0 15.2 11.8 Other Current Liabilities & Provns 91.47 102.70 109.05 113.97 118.58
Source: Company, HDFC sec Inst Research Total Current Liabilities 100.65 115.75 124.23 130.80 136.95
Net Current Assets 147.53 181.47 124.26 196.03 277.23
TOTAL APPLICATION OF FUNDS 379.58 470.00 519.20 578.95 649.21

Source: Company, HDFC sec Inst Research
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Consolidated Cash Flow

HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

YE March (Rs bn) FY18 FY19  FY20E FY21E FY22E
Reported PBT 110.96 126.24 133.37 155.11 173.95
Non-operating & EO items (5.11) (7.61) (4.88) (5.11) (8.60)
Interest expenses 0.22 1.24 3.05 3.30 3.30
Depreciation 13.83 20.73 26.77 30.53 32.35
Working Capital Change (12.34) (24.66) (19.58) (13.68) (12.81)
Tax paid (23.56) (26.21) (32.02) (38.41) (43.49)
OPERATING CASH FLOW ( a) 84.00 89.73 106.70 131.73 144.71
Capex (54.51) (62.93) (127.68) (17.92) (20.85)
Free cash flow (FCF) 29.49  26.80 (20.98) 113.82 123.86
Investments 1.17 (0.42) - - -
INVESTING CASH FLOW (b)) (48.23) (55.74) (122.80) (12.81) (12.26)
Debt Issuance (0.58) 33.21 - - -
Interest expenses (0.22) (1.24) (3.05) (3.30) (3.30)
FCFE 28.69  58.77 (24.03) 110.51 120.56
Share capital Issuance - - - - -
Dividend/Buyback (56.05) (52.27) (52.07) (56.95) (60.20)
FINANCING CASH FLOW (c) (56.85) (20.30) (55.11) (60.25) (63.50)
NET CASH FLOW (a+b+c) (21.08) 13.69 (71.21) 58.67 68.95
Closing Cash & Equivalents 66.35 100.92 24.32 87.33 160.33

Source: Company, HDFC sec Inst Research

Key Ratios

FY18 FY19 FY20E FY21E FY22E
PROFITABILITY (%)
EBIT Margin 19.7 19.6 18.5 19.5 19.5
APAT Margin 17.4 16.8 14.4 15.0 15.3
RoE 25.3 26.0 23.1 23.6 23.3
RolC or Core RoCE 28.4 27.8 22.9 23.1 25.4
RoCE 24.4 24.2 20.9 21.7 21.6
EFFICIENCY
Tax Rate (%) 20.9 19.7 24.0 24.8 25.0
Total Asset Turnover (x) 1.1 1.0 1.1 1.1 1.1
Debtors (days) 70 71 72 72 72
Other current assets (days) 62 48 44 40 37
Payables (days) 7 8 8 8 8
Other current liab & provn (days) 66 62 57 53 51
Cash Conversion Cycle (days) 60 49 52 51 51
Net Debt/EBITDA (x) (0.5) (0.5) 0.1 (0.3) (0.6)
Net Debt/Equity (x) (0.2) (0.2) 0.0 (0.1) (0.2)
Interest Coverage (x) 145 68 43 46 50
PER SHARE DATA
EPS (Rs/sh) 64.7 74.6 74.7 86.0 96.2
CEPS (Rs/sh) 75.5 90.5 94.4 108.6 120.1
DPS (Rs/sh) 12.0 10.0 32.0 35.0 37.0
BV (Rs/sh) 268.4 305.8 342.1 386.2 438.0
VALUATION
P/E 15.8 13.7 13.7 11.9 10.6
P/BV 3.8 3.3 3.0 2.6 2.3
EV/EBITDA 11.6 9.5 8.9 7.3 6.4
OCF/EV (%) 6.3 6.8 7.6 9.9 115
FCF/EV (%) 2.2 2.0 (1.5) 7.0 11.8
FCFE/mkt cap (%) 2.2 4.4 (1.7) 6.8 11.5
Dividend Yield (%) 1.2 1.0 3.1 3.4 3.6

Source: Company, HDFC sec Inst Research
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Date CMP Reco Target
10-Oct-18 1,050 BUY 1,300
24-Oct-18 952 BUY 1,260
30-Nov-18 1,013 BUY 1,260

8-Jan-19 945 BUY 1,255
30-Jan-19 988 BUY 1,260
1-Apr-19 1,087 BUY 1,210
9-Apr-19 1,096 BUY 1,210
10-May-19 1,132 BUY 1,250
5-Jul-19 1,016 BUY 1,305
8-Aug-19 1,023 BUY 1,250

HDFC securities
Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,

Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board : +91-22-6171-7330 www.hdfcsec.com

Rating Definitions

BUY : Where the stock is expected to deliver more than 10% returns over the next 12 month period
NEUTRAL : Where the stock is expected to deliver (-)10% to 10% returns over the next 12 month period
SELL : Where the stock is expected to deliver less than (-)10% returns over the next 12 month period

Page | 12



[- HCL TECHNOLOGIES: RESULTS REVIEW 1QFY20

INSTITUTIONAL RESEARCH

Disclosure:

We, Apurva Prasad, MBA, Amit Chandra, MBA & Akshay Ramnani, CA, 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. HSL has no material adverse disciplinary history as on the date of publication of this report. 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 not have any material conflict of interest.

Any holding in stock -No

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

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.

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.

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 t 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.

HDFC securities Limited, | 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: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC 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

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.

Page | 13


mailto:complianceofficer@hdfcsec.com

	Margin Analysis
	Vertical Revenue Break-up
	Vertical-wise Revenue Growth
	Vertical-wise Revenue Growth
	Geographic Revenue Break-up
	Geographic Revenue Growth
	Geographic Revenue Growth
	Headcount, Attrition And Utilisation Data
	Business Lines
	Key Assumptions
	Change In Estimates
	Peer Set Comparison

