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Refer to important disclosures at the end of this report

TCS delivered better than expected revenue growth in Q3, while margins came a tad
below our expectations. Revenue grew 2.9% QoQ to USD7.1bn (2.2% CC) in a
seasonally-soft quarter, driven by cloud, ERP and cyber security services as well as
market-share gains through vendor consolidation. Continued traction in regional
markets (~6% CC QoQ growth for a second quarter in a row; inherently more volatile)
largely explains the revenue beat. Deal-closure activity (deal intake TCV of USD7.8bn;
book-to-bill at 1.1x) exhibited some moderation due to slower decision-making,
although the deal pipeline build-up has remained healthy so far. Management remains
watchful in the near term, considering heightened macro uncertainties; however, it
reiterated confidence on accelerating revenue growth, once uncertainties abate. We
tweak our earnings estimates for FY23-25 (<1% cut) post the Q3 performance and
special dividend outgo. TCS is well placed to navigate the challenging demand
environment, considering its well-diversified offerings across growth & transformation
and cost takeout & efficiency projects; but this seems to be largely captured in the
valuation, in our view. We retain HOLD with TP of Rs3,200/share at 22x Dec-24E EPS.

Results summary: Revenue grew 2.9% QoQ to USD7.1bn (2.2%/13.5% QoQ/YoY CC),
beating our estimates. EBITM expanded ~50bps QoQ to 24.5% on the back of currency
movement (+70bps) and operational rigor (+30bps; includes better utilization, realization, and
reduction of external consultants costs), offset by increasing cost of normalcy (back-to-office
and travel cost) and higher project-related third-party costs (-50bps). Net Profit stood at
Rs108.5bn, lower than our estimate of Rs111.6bn on account of lower other income.
Revenue growth was broad-based and led by Retail & CPG (18.7% CC YoY), Life Sciences
& Healthcare (14.4%), Technology & Services (13.6%), Communication and Media (13.5%),
Manufacturing (12.5%), and BFSI (11.1%). What we liked: Revenue beat, broad-based
revenue growth, steady deal intake (TCV of USD7.8bn), dividend of Rs75 per share (incl.
Rs67/sh special dividend). What we did not like: Sequential reduction in headcount after 10
quarters (headcount growth moderated to 10.2% YoY vs. 21.2% at the end of Q4FY22).

Earning call KTAs: 1) Cloud, ERP, Modernization & Security, Customer Experience,
Connected Services and Managed Security were the themes that drove the growth in Q3. 2)
Management expects near term uncertainties amid increased caution by clients in the USA,
but is hopeful of return to normalcy in clients’ decision-making in the next few months. UK is
showing resilience and is likely to remain steady, partly aided by market-share gain. Europe
performance was held up in Q3, but outlook remains uncertain due to the macro situation. 3)
Management highlighted that the manufacturing vertical is demonstrating better resilience
than expected, but remains watchful considering the macro uncertainties, disruptions from
supply-chain and energy prices. 4) It expects the FY23 exit-margin to be at ~25%. 5) Deal
TCV for BFSI stood at USD2.5bn, Retail & CPG TCV at USD1.2bn and North America TCV
at USD4.2bn in Q3FY23. 6) Headcount declined by 2,197 in Q3 due to focus on efficiency,
aggressive hiring in prior quarters, and abating supply-side challenges. It expects the hiring
trend to normalize in FY24, with gross hiring plan of 125k-150k. 7) The company added
~7,000 freshers in Q3 (~42,000 fresher addition in 9MFY23). 8) LTM attrition moderated to
21.3% vs 21.5% in Q2 and is likely to further taper down. Management indicated that quarterly
annualized attrition moderated by ~6% QoQ.

Financial Snapshot (Consolidated)

(Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 1,641,770 1,917,540 2,242,912 2,439,162 2,741,738
EBITDA 453,280 530,570 593,777 666,008 748,842
EBITDA Margin (%) 27.6 27.7 26.5 27.3 27.3
APAT 324,300 383,270 421,409 479,689 544,486
EPS (Rs) 87.7 104.7 115.2 131.1 148.8
EPS (% chg) 1.7 195 10.0 13.8 13.5
ROE (%) 37.1 426 47.3 48.9 446
P/E (x) 37.9 31.7 28.8 25.3 22.3
EV/EBITDA (x) 26.4 22.1 19.9 17.4 15.2
P/BV (x) 13.9 13.3 14.0 11.1 9.0

Source: Company, EmkayResearch
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Exhibit 1: Quarterly snapshot

Particular (Rs mn) Q3FY23 Q2FY23 QoQ (%) Q3FY22 YoY (%)
Net sales (USD mn) 7,075 6,877 2.9 6,524 8.4
Net sales 582,290 553,090 5.3 488,850 19.1
Operating expenses 426,750 407,930 354,520

EBITDA 155,540 145,160 7.2 134,330 15.8
Margins (%) 26.7 26.2 50.0 275 (80.0)
Depreciation 12,700 12,370 11,960

EBIT 142,840 132,790 7.6 122,370 16.7
Margins (%) 24.5 24.0 50.0 25.0 -50.0
Other income 3,600 8,170 9,540

Pre-tax profit 146,440 140,960 3.9 131,910 11.0
Tax provided 37,610 36,310 33,850

Profit after tax 108,830 104,650 98,060 11.0
Emkay Net profit 108,460 104,310 4.0 97,690 11.0
EPS (Rs) 29.6 28.5 4.0 26.4 12.2

Source: Company, Emkay Research

Exhibit 2: Actuals vs estimates (Q3FY23)

Consensus Variation

(Rs mn) Actual Comment

Emkay Estimate Emkay Consensus

Revenues were better than estimates due to continued
Revenues (USD mn) 7,075 6,925 7,007 2.2% 1.0% . .
momentum in regional markets
Sales 582,290 569,939 575,435 2.2% 1.2%
EBIT 142,840 140,889 141,557 1.4% 0.9% |EBITM a tad lower than estimates
EBIT margin 24.5% 24.7% 24.6% -20 bps -10 bps
PAT 108,460 111,626 111,634 -2.8% -2.8% |Profit missed expectations due to lower other income
Source: Company, Emkay Research
Exhibit 3: Changes in estimates (Q3FY23)
(Rs mn) FY23E FY24E FY25E
Old New Change Old New Change Old New Change

Revenues(USD mn) 27,590 27,892 1.1% 29,800 30,113 1.1% 33,079 33,436 1.1%
YoY growth (%) 7.3 8.5 8.0 8.0 11.0 11.0
Revenues 2,218,276 2,242,912 1.1%| 2,413,795 2,439,162 1.1%| 2,712,446 2,741,738 1.1%
EBIT 538,705 542,768 0.8% 602,366 608,687 1.0% 677,099 684,411 1.1%
EBIT Margins (%) 24.3 24.2 25.0 25.0 25.0 25.0
Net profit 424,083 421,409 -0.6% 483,642 479,689 -0.8% 547,860 544,486 -0.6%
EPS (Rs) 115.9 115.2 -0.6% 132.2 131.1 -0.8% 149.7 148.8 -0.6%

Source: Company, Emkay Research

Exhibit 4: TCS’ 1-year forward P/E chart
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Key Financials (Consolidated)
Income Statement

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 1,641,770 1,917,540 2,242,912 2,439,162 2,741,738
Expenditure 1,188,490 1,386,970 1,649,135 1,773,154 1,992,897
EBITDA 453,280 530,570 593,777 666,008 748,842
Depreciation 40,650 46,040 51,009 57,320 64,431
EBIT 412,630 484,530 542,768 608,687 684,411
Other Income 24,970 32,340 25,710 37,340 48,808
Interest expenses 0 0 0 0 0
PBT 437,600 516,870 568,478 646,027 733,219
Tax 111,980 132,380 145,586 164,737 186,971
Extraordinary ltems 0 0 0 0 0
Minority Int./Income from Assoc. 1,320 1,220 1,483 1,602 1,762
Reported Net Income 324,300 383,270 421,409 479,689 544,486
Adjusted PAT 324,300 383,270 421,409 479,689 544,486

Balance Sheet

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
Equity share capital 3,700 3,660 3,660 3,660 3,660
Reserves & surplus 881,850 908,930 865,389 1,088,944 1,344,365
Net worth 885,550 912,590 869,049 1,092,604 1,348,025
Minority Interest 6,750 7,070 8,553 10,155 11,916
Loan Funds 77,950 78,180 78,180 78,180 78,180
Net deferred tax liability (31,360) (30,900) (30,900) (30,900) (30,900)
Total Liabilities 938,890 966,940 924,882 1,150,039 1,407,222
Net block 241,960 247,520 244,360 245,360 247,360
Investment 323,540 372,240 369,620 569,620 769,620
Current Assets 724,280 779,780 778,840 836,077 937,905
Cash & bank balance 68,580 124,880 40,478 40,411 55,512
Other Current Assets 285,800 234,800 246,764 261,055 281,464
Current liabilities & Provision 350,890 432,600 467,937 501,018 547,663
Net current assets 373,390 347,180 310,902 335,059 390,242
Misc. exp 0 0 0 0 0
Total Assets 938,890 966,940 924,882 1,150,039 1,407,222
Cash Flow

Y/E Mar (Rs mn) FY21 FY22 FY23E FY24E FY25E
PBT (Ex-Other income) (NI+Dep) 324,300 383,270 421,409 479,689 544,486
Other Non-Cash items 124,800 132,240 1,483 1,602 1,762
Chg in working cap 10,920 (26,460) (48,124) (24,224) (40,082)
Operating Cashflow 411,070 421,450 425,777 514,387 570,597
Capital expenditure (28,200) (24,830) (47,849) (58,320) (66,431)
Free Cash Flow 382,870 396,620 377,928 456,066 504,166
Investments (82,480) (13,080) 2,620 (200,000)  (200,000)
Other Investing Cash Flow 0 0 0 0 0
Investing Cashflow (110,680) (37,910) (45,229) (258,320) (266,431)
Equity Capital Raised (197,570)  (180,670) (40,500) 0 0
Loans Taken / (Repaid) (13,360) (14,410) 0 0 0
Dividend paid (incl tax) (109,070)  (133,750)  (424,450) (256,134) (289,065)
Other Financing Cash Flow 1,730 1,590 0 0 0
Financing Cashflow (318,270)  (327,240) (464,950) (256,134) (289,065)
Net chg in cash (17,880) 56,300 (84,402) (67) 15,101
Opening cash position 86,460 68,580 124,880 40,478 40,411
Closing cash position 68,580 124,880 40,478 40,411 55,512

Source: Company, Emkay Research

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In
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Key Ratios

Profitability (%) FY21 FY22 FY23E FY24E FY25E
EBITDA Margin 27.6 27.7 26.5 27.3 27.3
EBIT Margin 251 25.3 24.2 25.0 25.0
Effective Tax Rate 25.6 25.6 25.6 25.5 25.5
Net Margin 19.8 20.1 18.9 19.7 19.9
ROCE 46.8 54.2 60.1 62.3 57.3
ROE 37.1 42.6 47.3 48.9 44.6
RolC 55.1 70.9 82.0 86.0 90.9
Per Share Data (Rs) FY21 FY22 FY23E FY24E FY25E
EPS 87.7 104.7 115.2 131.1 148.8
CEPS 98.7 117.3 129.1 146.8 166.4
BVPS 239.4 249.4 237.5 298.6 368.4
DPS 38.0 43.0 116.0 70.0 79.0
Valuations (x) FY21 FY22 FY23E FY24E FY25E
PER 37.9 317 28.8 25.3 223
P/CEPS 33.7 28.3 25.7 22.6 19.9
P/BV 13.9 13.3 14.0 11.1 9.0
EV / Sales 7.3 6.1 5.3 4.8 4.2
EV / EBITDA 26.4 221 19.9 17.4 15.2
Dividend Yield (%) 1.1 1.3 3.5 2.1 24
Gearing Ratio (x) FY21 FY22 FY23E FY24E FY25E
Net Debt/ Equity (0.4) (0.5) (0.4) (0.5) (0.6)
Net Debt/EBIDTA (0.7) (0.8) (0.6) (0.8) (1.0)
Working Cap Cycle (days) 67.8 42.3 44.0 441 44.6
Growth (%) FY21 FY22 FY23E FY24E FY25E
Revenue 4.6 16.8 17.0 8.7 12.4
EBITDA 7.6 171 11.9 12.2 124
EBIT 7.0 17.4 12.0 121 124
PAT 0.3 18.2 10.0 13.8 13.5
Quarterly (Rs mn) Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23
Revenue 488,850 505,910 527,580 553,090 582,290
EBITDA 134,330 138,450 134,170 145,160 155,540
EBITDA Margin (%) 27.5 27.4 25.4 26.2 26.7
PAT 97,690 99,260 94,780 104,310 108,460
EPS (Rs) 26.4 271 25.9 28.5 29.6
Source: Company, Emkay Research

Shareholding Pattern (%) Sep-21 Dec-21 Mar-22 Jun-22 Sep-22
Promoters 72.2 72.2 72.3 72.3 72.3
Flls 15.4 15.0 14.2 13.5 13.1
Dlls 7.9 7.9 7.8 8.4 8.6
Public and Others 4.5 4.9 5.7 5.8 6.1

Source: Capitaline

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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RECOMMENDATION HISTORY (Rs/share) RECOMMENDATION HISTORY (Rs/share)
Date C"’F,srii’;g 1P Period Rating Analyst s BUY Hold Sell
s Accumulate s Reduce — Price

2-Jan-23 3261 3,200 12m  Hold Dipeshkumar Mehta 4150 Target Price

10-Oct-22 3,119 3,100 12m Hold Dipeshkumar Mehta 3646

4-Oct-22 3,091 3,100 12m Hold Dipeshkumar Mehta

9-Jul-22 3,265 3,200 12m Hold Dipeshkumar Mehta 3142 1

23-Jun-22 3,309 3,250 12m  Hold Dipeshkumar Mehta 2638 1

15-Jun-22 3,206 4,000 12m Buy Dipeshkumar Mehta 2134

12-Apr-22 3,691 4,000 12m  Buy Dipeshkumar Mehta 1630 -

1-Apr-22 3759 4,000 12m  Buy Dipeshkumar Mehta g 2 2 g 2 % 2
22-Feb-22 3,586 4,000 12m Buy Dipeshkumar Mehta E ° 2 N 3 <+ 2
13-Jan-22 3,898 4,150 12m Buy Dipeshkumar Mehta Source: Bloomberg, Company, Emkay Research

1-Jan-22 3,738 4,100 12m Buy Dipeshkumar Mehta

29-Nov-21 3,502 4,100 12m Buy Dipeshkumar Mehta

9-Oct-21 3,936 3,700 12m Hold Dipeshkumar Mehta

2-Oct-21 3,730 3,700 12m Hold Dipeshkumar Mehta

27-Aug-21 3,720 3,700 12m Hold Dipeshkumar Mehta

9-Jul-21 3,208 3,500 12m Hold Dipeshkumar Mehta

2-Jul-21 3,325 3,500 12m Hold Dipeshkumar Mehta

13-Apr-21 3,104 3,150 12m Hold Dipeshkumar Mehta

5-Apr-21 3,239 3,150 12m Hold Dipeshkumar Mehta

9-Jan-21 3,121 3,150 12m Hold Dipeshkumar Mehta

4-Jan-21 3,039 3,000 12m Hold Dipeshkumar Mehta

18-Dec-20 2,861 2,780 12m Hold Dipeshkumar Mehta

8-Oct-20 2,826 2,780 12m Hold Dipeshkumar Mehta

Source: Company, Emkay Research
Emkay Research s also avaiable on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Insftutional Investors, Expert Investors or Accredited
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.
BUY Over 15%

HOLD Between -5% to 15%

SELL Below -5%

Completed Date: 10 Jan 2023 03:02:56 (SGT)
Dissemination Date: 10 Jan 2023 03:03:56 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report accurately
reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will
be, directly or indirectly related to specific recommendations or views expressed in this report.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Emkay
may have issued or may issue other reports that are inconsistent with and reach different conclusion from the information, recommendations or information
presented in this report or are contrary to those contained in this report. Emkay Investors may visit www.emkayglobal.com to view all Research Reports.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the
research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment businesses or other associate entities may
make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should be aware that any
or all of the foregoing, among other things, may give rise to real or potential conflicts of interest including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report
is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject EGFSL or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to
any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise
stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of EGFSL . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of EGFSL or
its Group Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that
you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), which is the employer of the
research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-
dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority (FINRA) or required to otherwise
comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public appearances and trading securities
held by a research analyst account. This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S.
Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on
Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as specified above, then it should not act upon this report and return the
same to the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional
Investor. In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to
conduct certain business with Major Institutional Investors.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
Investors as defined in the Securities and Futures Act, Chapter 289 of Singapore.
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the issuer or the
new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate does not have financial interests?
in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any potential
conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report operates as
part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential
information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any
specific investment banking function of the EGFSL.

" An associate is defined as (i) the spouse, or any minor child (natural or adopted) or minor step-child, of the analyst; (ii) the trustee of a trust of which the analyst, his spouse,
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