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March 17, 2023 

CMP: | 3,185    Target: | 3,780 (19%)     Target Period:  12  months  

Tata Consultancy Services (TCS) 

 BUY 

 

Surprise change at top; smooth transition expected… 

About the stock: Tata Consultancy Services (TCS) is one of the leading IT service 

providers with a presence in BFSI, communication, manufacturing, retail & hi tech. 

• Consistent organic revenue growth and industry leading margins (>25%) 

• Stable management, robust return ratios (>RoCE 40%) & payouts (~70%) 

 

Event highlights: 

• TCS informed the stock exchanges that its CEO & MD Rajesh Gopinathan 

decided to step down from the company to pursue his other interests. The 

board has nominated K Krithivasan as CEO designate with effect from March 

16, 2023 

• Mr Krithivasan, has been with TCS for the last 34 years, currently working 

as President & Global head of BFSI vertical 

• Mr Gopinathan will continue with TCS till September 15, 2023 for a smooth 

transition and support to his successor 

 

What should investors do? TCS’ share price has grown by ~2.3x over the past 

five years (from ~| 1,413 in March 2018 to ~| 3,185 levels in March 2023). 

• We maintain our BUY rating on the stock 

Target Price and Valuation: We value TCS at | 3,780 i.e. 26x P/E on FY25E EPS. 

Key triggers for future price performance: 

• The new organisation structure, which is aimed at increasing customer 

stickiness, is expected to enhance market share gains 

• Increase in outsourcing in Europe, vendor consolidation and deal pipeline 

leading to rupee revenue CAGR of 11.0% over FY22-25E 

• We expect margins to improve from FY23 onwards due to utilisation 

improvement and moderation of sub-contractor costs. We build in margin 

expansion of 110 bps over FY23-25E 

• Double-digit return ratios, strong cash generation and healthy payout 

Alternate Stock Idea: Apart from TCS, in our IT coverage we also like Infosys. 

• Key beneficiary of improved digital demand, industry leading revenue 

growth and healthy capital allocation prompt us to be positive 

• We have a BUY rating with a target price of | 1,730 

 

 

  

 

Key Financial Summary 

 

 

Source: Company, ICICI Direct Research 

Financia ls FY21 FY22
 5 year CAGR 

(FY17-22) 

FY23E FY24E FY25E
  3 year CAGR 

(FY22-25E) 

Net Sales 1,64,177           1,91,754           12.9                 2,23,822           2,41,326           2,62,389           11.0                    

EBITDA 46,546             53,057             13.2                 59,089             65,882             72,157             10.8                    

EBITDA Margins (%) 28.4 27.7 26.4 27.3 27.5

Net Profit 32,430             38,327             9.9                  43,347             48,815             53,174             11.5                    

EPS (|) 86.7                 104.7               9.9                  118.5               133.4               145.3               

P/E 36.3                 30.4                 26.9                 23.9                 21.9                 

RoNW (%) 37.5                 43.0                 42.6                 41.5                 39.5                 

RoCE (%) 45.9                 51.4                 50.1                 49.3                 47.5                 
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Recent event & key risks 
  

• Rajesh Gopinathan resigned as 

MD & CEO, K Krithivasan 

appointed as CEO designate 

 

• Key Risk: (i) Lower than 

expected profits (ii) 

Deteriorating TCV 
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Particular Amount

Market Capitalization (| Crore) 11,65,710

Total Debt (| Crore) 7,818

Cash and equivalents (| Crore) 48,483

EV (| Crore) 11,35,016

52 week H/L 3836/ 2927

Equity capital (| Crore) 366

Face value | 1

Mar-22 Jun-22 Sep-22 Dec-22

Promoters 72.3          72.3         72.3         72.3          

FII           14.1          13.5          13.1           12.9 

DII 7.8           8.4           8.6           9.3           

Others            5.7            5.8            6.1            5.4 
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Event highlights  

• Rajesh Gopinathan (RG) informed that he has decided to step down from 

his role of MD & CEO to pursue his other interests after completing over 22 

years of service with the company. He was appointed as CEO in 2017 for a 

term of five years. His term was renewed for a further five years in FY22, 

• Prior to his appointment as CEO, he had served as the company’s CFO 

between 2013 and 2017. The company further informed that Mr Gopinathan 

will continue till September 15, 2023 for a smooth and efficient transition 

• TCS appointed K Krithivasan (KK) the current BFSI head as the CEO 

designate. He will be appointed as MD & CEO from the next financial year 

i.e. FY24 

• KK has been associated with the company for over 34 years having joined 

the company in 1989 and is currently the head of the BFSI vertical, which is 

the largest revenue contributing vertical of the company (31.5% in Q3FY23). 

KK holds a Bachelor’s degree in Mechanical Engineering from the University 

of Madras and has a Master’s Degree in Industrial & Management 

Engineering from IIT Kanpur. Over the last three decades of his association 

with TCS he has held various leadership roles in delivery, customer 

relationship management, large program management and sales 

 

Press conference highlights 

• RG indicated that the company has been on a strong footing since he took 

over. He also indicated that the company registered strong growth of 15% 

in FY22 and 14.8% in 9MFY23 and has brought the volatility of the pandemic 

to a fair state. He indicated that the company is looking to achieve a 

milestone of US$28 bn revenues in FY23. He mentioned that high 

inflationary environment and other challenges are a part of business cycles 

and the company continues to aspire to grow in these challenging times 

• RG indicated that he has been discussing on and off with Chandra (Tata 

Group Chairman N Chandrasekaran) about his aspiration to do different 

things. He indicated that he made a decision a week ago and communicated 

the same to the chairman. He also assured that he is available for any help 

to the new CEO at any point of time, even beyond his last date of September 

15, 2023 

• He indicated that he wished to take some downtime once the transition 

happens and work on some ideas that he is currently contemplating. He also 

mentioned that it was not appropriate for him to work on those ideas while 

handling such a big responsibility of being CEO & MD of a large organisation 

like TCS, which requires more than 100% of his attention 

• RG has indicated that he is open to a role in an advisory capacity in the Tata 

Group but nothing is on the table as of now 

• On KK’s appointment, RG mentioned that TCS has a culture of transparent 

conversations and the board has a visibility of the large part of leadership at 

the company. There have been constant interactions of the chairman with 

the leadership team. There is a core leadership team of 10-15 people at the 

TCS level and the chairman knows all of them professionally and personally 

since they have been part of the company for a long time. He also 

mentioned that the Chairman is likely to comment further on the same in 

due course 

• On COO change wherein N Ganapathy Subramaniam the current COO who 

will likely retire in FY24, he mentioned that there is sufficient time for that 

event to unfold 

• On the tenure of KK, RG mentioned the retirement age for an executive 

director is 65 years at TCS and KK has a long runway for the same. He also 

mentioned that the appointment of the KK as a CEO likely to be for five years 

• On strategy, KK mentioned that he does not see any material change in the 

strategy, going forward, as the core strategy of the company to stay close 

to customers and nurture the talent for the next phase of growth remains. 

He also mentioned that if the market situation changes materially, he will 

calibrate the strategy as per demand environment 

• He indicated that whenever there is a challenging environment, it provides 

new opportunities for growth. He also mentioned that he did not see any 

TCS - ESG Disclosure Score* 
  

 

Source: Blomberg, ICICI Direct Research, *Score ranges 

from 0 - 100 with a higher score indicating higher ESG 

disclosures 

 

Score FY20 FY21 FY22

Environmental 18.3 18.3 19.7

Social 12.3 12.3 12.3

Governance 91.1 91.1 91.1

Overall ESG Score 40.7 40.7 41.1
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pause of digital transformation programs from clients as macroeconomic 

challenges may bring in disturbances for couple of quarters but in the long-

term, clients may prompt to spend more on technology. He indicated that 

he understands some businesses at TCS beyond BFSI well and does not 

expect challenges in terms of taking inputs from RG to finetune his learnings 

• As far as BFSI vertical is concerned, KK mentioned that there is credible 

leadership available at this vertical to take over role of BFSI head as and 

when he moves to the CEO role. He also mentioned that he will discuss with 

the Chairman and RG on the same in due course and expects smooth 

transition there. He also mentioned that there are certain non-BFSI leaders 

in the organisation who are also well versed with this vertical. Hence, a wide 

talent pool is available for the next leadership 
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Financial summary 

Exhibit 1: Profit and loss statement                                | crore 

 

Source: Company, ICICI Direct Research 

 

Exhibit 2: Cash flow statement                                      | crore 

es  

Source: Company, ICICI Direct Research 

 

Exhibit 3: Balance sheet                                                   | crore 
es 

 

Source: Company, ICICI Direct Research 

 

Exhibit 4: Key ratios                                                         

es  

Source: Company, ICICI Direct Research 

 

 

(Year-end March) FY22 FY23E FY24E FY25E

Total operat ing Income 1,91,754 2,23,822 2,41,326 2,62,389

Growth (%) 16.8 16.7 7.8 8.7

COGS (employee expenses) 1,11,053 1,31,607 1,41,417 1,53,497

S,G&A expenses 27,644 33,126 34,027 36,734

Total Operating Expenditure 1,38,697 1,64,733 1,75,444 1,90,232

EBITDA 53,057 59,089 65,882 72,157

Growth (%) 14.0 11.4 11.5 9.5

Depreciation 4,604 4,924 5,309 5,773

Other Income less interest 3,234 4,026 4,677 4,677

PBT 51,687 58,191 65,250 71,061

Total Tax 13,238 14,722 16,312 17,765

Minority Interest 122 122 122 122

PAT 38,327 43,347 48,815 53,174

Growth (%) 18.2 13.1 12.6 8.9

EPS (|) 104.7 118.5 133.4 145.3

(Year-end March) FY22 FY23E FY24E FY25E

Profit before Tax 51,687 58,191 65,250 71,061

Add: Depreciation 4,604 4,924 5,309 5,773

(Inc)/dec in Current Assets 1,092 -4,108 -5,016 -6,035

Inc/(dec) in CL and Provisions 8,124 4,715 3,734 4,493

Taxes paid -13,238 -14,722 -16,312 -17,765

CF from operat ing act ivit ies 49,332 45,436 48,951 53,512

(Inc)/dec in Investments -1,100 -152 -368 -442

(Inc)/dec in Fixed Assets -3,835 -4,476 -4,827 -5,248

Others 2,937 3,563 4,014 4,014

CF from invest ing act ivit ies -1,998 -1,066 -1,180 -1,676

Inc/(dec) in loan funds 0 0 0 0

Dividend paid & dividend tax -34,123 -30,720 -33,093 -36,198

Others -1,498 0 0 0

CF from financing act ivit ies -35,621 -30,720 -33,093 -36,198

Net Cash flow 11,713 13,651 14,677 15,638

Exchange difference 0 0 0 0

Opening Cash 7,705 21,042 34,693 49,370

Closing cash and Bank 21,042 34,693 49,370 65,008

(Year-end March) FY22 FY23E FY24E FY25E

Liabilit ies

Equity Capital 366 366 366 366

Reserve and Surplus 88,773 1,01,400 1,17,122 1,34,098

Share Premium 0 0 0 0

Total Shareholders funds 89,139 1,01,766 1,17,488 1,34,464

Total debt 7,818 10,273 10,411 10,577

Other liabilities & Provisions 2,359 2,703 2,783 2,879

Deferred tax liability(net) 590 590 590 590

Minority Interest / Others 707 829 951 1,073

Total Liabilit ies 1,00,613 1,16,161 1,32,223 1,49,583

Assets

Net assets & CWIP 20,716 19,592 19,109 18,584

Goodwill 1,787 1,787 1,787 1,787

Other non current assets 10,501 10,653 11,021 11,463

Debtors 34,219 41,082 44,294 48,160

Loans and Advances 6,456 11,191 12,066 13,119

Other Current Assets 19,352 11,863 12,790 13,907

Current Investments 30,262 30,262 30,262 30,262

Cash 18,221 34,693 49,370 65,008

Trade Payable 8,045 10,715 11,554 12,562

OCL & Provisions 32,856 34,245 36,923 40,145

Applicat ion of Funds 1,00,613 1,16,162 1,32,224 1,49,583

(Year-end March) FY22 FY23E FY24E FY25E

Per share data (|)

Adjusted EPS (Diluted) 104.7 118.5 133.4 145.3

BV per share 243.5 278.0 321.0 367.4

DPS 93.3 84.0 90.4 98.9

Cash Per Share 49.8 94.8 134.9 177.6

Operat ing Rat ios (%)

EBIT margins 25.3 24.2 25.1 25.3

PBT Margins 27.0 26.0 27.0 27.1

PAT Margin 20.0 19.4 20.2 20.3

Debtor days 65 67 67 67

Creditor days 15 17 17 17

Return Rat ios (%)

RoE 43.0 42.6 41.5 39.5

RoCE 51.4 50.1 49.3 47.5

RoIC 92.9 105.8 115.2 122.2

Valuat ion Rat ios (x)

P/E 30.4 26.8 23.8 21.9

EV / Net Sales 5.9 5.0 4.5 4.1

Market Cap / Sales 6.1 5.2 4.8 4.4

Solvency Rat ios

Debt / EBITDA 0.1 0.2 0.2 0.1

Debt / Equity 0.1 0.1 0.1 0.1

Current Ratio 1.5 1.4 1.4 1.4

Quick Ratio 1.5 1.4 1.4 1.4
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RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 
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ANALYST CERTIFICATION  

I/We, Sameer Pardikar, MBA, Sujay Chavan, MMS, Research Analysts, 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. 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. It is also confirmed that above mentioned 

Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report. 

 

Terms & conditions and other disclosures: 

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial products. 

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory Development Authority of India Limited (IRDAI) 

as a composite corporate agent and with PFRDA as a Point of Presence. ICICI Securities Limited Research Analyst SEBI Registration Number – INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock 

broker. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture 

capital fund management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.  

 

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might have investment banking and other business relationship 

with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial 

interest in the securities or derivatives of any companies that the analysts cover. 

 

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed to focusing on a company's fundamentals and, as 

such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the Fundamental and Technical Research Reports. 

 

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.  

 

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. 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 Institutional Research. 

 

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and meant solely for the selected 

recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would 

endeavour to update the information herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI 

Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in 

circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein 

is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers 

simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting 

and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who 

must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. 

The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities 

whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks 

associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice.  

 

ICICI Securities 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.  

 

ICICI Securities 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.  

 

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past 

twelve months. 

 

 

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates 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 ICICI Securities nor Research Analysts and their relatives 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.  

 

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of 

the research report.  

 

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/ beneficial ownership of one percent or more or other material 

conflict of interest various companies including the subject company/companies mentioned in this report.  

 

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

 

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.  

 

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.  

 

This report is not directed 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, regulation or which would subject ICICI Securities and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in 

all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. 

 

 


