Tata Consultancy Services Ltd. (TCS)

14 October 2024 CMP: X4,141 A NA N D R AT H I

Q2 FY25 Result Update Target:X 4,432

U Tata Consultancy Services Limited (TCS) recorded revenue of Rs. 64,259 Crore, a growth of 7.6% YoY. The company recorded constant
currency revenue growth of 5.5% in Q2 FY25.

U The EBIDTA and PAT for the current quarter was Rs. 16,731 Crores and Rs. 11,955 Crores respectively as compared Rs. 15,746 Crores and
Rs. 11,380 Crores in the same quarter previous year an increase of 6.2% and 5.0% YoY basis, respectively. EBIDTAM and PATM in current
qguarter are 26.0% and 18.6% slightly down from 26.3% and 19.3% in same quarter last year.

O All the Growth Markets march above company average growth wherein major contribution was from India (+95.2%) which doubled to
8.9% from 4.9% in same quarter last year, Middle East & Africa (+7.9%), Asia Pacific (+7.5%), Latin America (+6.8%). In the Americas, North
America saw a decline of 2.1%, while Latin America grew by 6.8% in Q2 FY25, based on year-over-year constant currency growth.

O Vertical-wise Revenue Break-up: Energy, Manufacturing and Life Science & Healthcare grew by 7.0%, 5.3% and 0.1% respectively. However,
Communication & Media, and Tech grew by (10.3%) and (1.9%) YoY-CC, respectively. Notably, BFSI vertical witnessed sequential
improvement of 0.1%.

U The company's workforce strength in Q2 FY25 is 612,724, with a net headcount addition of 5,726 in the second quarter. They maintain a
diverse and inclusive workplace, with 35.5% women in the workforce and representation from 150 different nationalities. The attrition
rate stands slightly up 20bps at 12.3%.

O The company’s deal pipeline remains near an all time high, new deal TCV (Total Contract Value) wins stood at USS$8.6bn, in line with the
guided range of USS7-9bn. Notably, the deal pipeline remains strong. The management remains optimistic on Cloud, cyber security,
vendor consolidation, GenAl and outsourcing opportunities from long-term perspectives, which was supported by strong TCV pipeline.

U The company reported muted Q2 numbers except slight momentum in BFSI segment and steady deal intake. Though management is
optimistic and see recovery in Q4 led by gradual easing of inflation and interest rates, and a good holiday season. Therefore we

recommend HOLD rating on the stock with an unchanged target price of X4,432 per share.
O ——————
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Key takeaways from Concall

U Revenue stood at Rs. 64,259 crore in Q2 FY25, up by 7.6% YoY. In constant currency (cc) revenue increased by 5.5% YoY. Management
expects growth to be in the same tandem which would be impacted by the furloughs season.

U Quarterly performance was led by increased traction in banking and insurance space. While BFSI vertical witnessing the signs of
improvement, Manufacturing, Energy and regional markets-maintained momentum on YoY basis. Vertical such as LS & Healthcare remained
under pressure amid client-specific issue, which is expected to stabilize in 3QFY25 and back to growth by 4QFY25. Notably, retail vertical
remained on wait and watch mode amid weak macros. The consumer business continues to encounter short-term challenges, particularly
within the life sciences segment in the UK.

U In Q2, TCV stood at $8.6 billion, driven primarily by strong performance BFSI segment which contributed $4.6 billion, reflecting recovery
demand in financial services. Additionally, the Consumer Business Group accounted for $1.2 billion, indicating steady growth in consumer-
focused engagements. Geographically, North America remained a critical market, with deals worth $4.4 billion signed during the quarter.

O EBIT margin for the quarter stood at 24.1%, 60bps dip QoQ due to investment in infra projects and higher third party expenses. Higher third-
party expenses related to ongoing transformations impacted margins by -60 bps, while investments in talent and infrastructure resulted in a
-70 bps impact, offset by favorable currency movements and the absence of one-time effects from Q1.The goal is to reach a 26% margin as
soon as possible, with aspirations to exit FY25 at this level, although no specific timeline was provided.

U As on 30 September, the company has more than 1,300 clients in the $1 million plus band. In Q2, they added 5 new clients YoY in the $100
million plus band, bringing the total to 66, added 6 clients in $20 million plus band, bringing the total to 298. 8 clients in $10 million plus
band, taking the total to 491.

U Management firmly believes that fed rate cut may have a positive impact on BFSI/TTH segment in the near term and the cost optimization,
vendor consolidation & transformational deals to drive momentum in the near term. Company believes that client’s specific challenges are

one quarter phenomena (coupled with Q3 seasonally weak qtr) and will start performing from Q4.
O ——————
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Financials:
(In X mn) Q2-FY25  Q2-FY24 Chg FY24 FY23 Chg
Net Sales 6,42,590 596,920 7.7%  24,08,930  22,54,580 6.8%
Operating Expense 475280  4,39,460 1765920  16,63,620
EBITDA 1,67,310  1,57,460 6.3% 6,43,010 5,90,960 8.8%
Other Income 7,290 10,060 44,220 36,100
Depreciation 12,660 12,630 53,766 50,220
EBIT 1,61,940  1,54,890 4.6% 6,33,464 5,76,840 9.8%
Interest 1,620 1,590 7,780 7,790
PBT 1,60,320  1,53,300 4.6% 6,25,684 5,69,050 10.0%
Tax 40,770 39,500 1,58,980 1,46,040
Exceptional Items ) ) (9,580) ) )
PAT 1,19,550  1,13,800 5.1% 4,60,990 4,23,010 9.0%
Minority /Other Adj. (460) (380) i (1,910) (1,560) i
Consolidated PAT 1,19,090  1,13,420 5.0% 4,59,080 4,21,450 8.9%
Margins Q2-FY25  Q2-FY24  Chg BPS FY24 FY23 Chg BPS
Operating Margin % 26.0% 26.4% -34 26.7% 26.2% 48
Net Margin % 18.5% 19.0% 47 19.1% 18.7% 36
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Consolidated Financials:

(In X mn) FY-23 FY-24 FY-25E Fy-26E  (InXmn) Fy-23 FY-24 FY-25€ FY-26E
| Liabilities
Net Sales 22,54,580 24,08,930 26,49,823  29,67,802 Equity Share Capital 3,660 3,620 3,620 3,620
Operating Expense 16,63,620 17,65920  19,11,358  21,36,379  Reserves & Surplus 9,00,580  9,01,270  14,40,414  20,48,020
EBITDA 590,960 6.43 010 7 38 465 831422 Totat Shareholder's Funds 9,04,240 9,04,890 14,44,034 20,51,640
Minority Interest 7,820 8,300 8,300 8,300
Other Income 36,100 44,220 48,642 54,479 N
Long-Term Liabilities - - - -
Depreciation 50,220 49,850 53,766 59,356  Other Long-term Liabilities 80,950 80,490 80,490 80,490
EBIT 5,76,840 6,37,380 733,341 8,26,546 Deferred Tax Liability (25,150) (24,260) (24,260) (24,260)
Short-term Liabilities 4,35,580 4,61,040 5,07,144 5,68,001
Interest 7,790 7,780 8,264 9,396 Total 14,03,441 14,330,461  20,15,709  26,84,172
Misc. items - (9,580) - - Assets
Net Fixed Assets 2,17,491 2,11,681 1,98,851 1,97,931
PBT 5,69,050 6,20,020 7,25,076 8,17,149
Long-Term L&A 38,490 27,780 27,780 27,780
Tax 1,46,040 1,58,980 1,85,933 2,09,543  Non Current Investments 2,660 2,810 2,810 2,810
Minority Interest (1,560) (1,910) _ _ Other Non-Current Assets 42,100 58,350 58,350 58,350
Current Asset 11,02,700 11,29,840 17,27,917 23,97,301
PAT 4,21,450 4,59,130 5,39,144 6,07,606
Total 14,03,441 14,30,461 20,15,709 26,84,172
Margins FY-23 FY-24 FY-25E FY-26e  Key Ratios FY-23 FY-24 FY-25E FY-26E
EPS (X) 116.5 126.9 149.0 167.9
Sales Growth % - 6.8% 10.0% 12.0%
P/E (x) 35.8 32.6 27.8 24.7
Operating Margin % 26.2% 26.7% 27.9% 28.0% P/B (x) 16.5 16.5 10.4 73
Net Margin % 18.7% 19.1% 20.3% 20.5% ROE 46.6% 50.7% 37.3% 29.6%

Source: Company, Anand Rathi Research
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Key Risks:

[  Cross currency headwinds may affect margin and revenue growth.
[ High attrition rate and elevated sub-contractor cost.

U Impact of global recession or slowdown on deal inflow.
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Rating and Target Price history:

TCS rating history & price chart TCS rating details

50 Date Rating Target Price (X)  Share Price (%)
170 15-April-2021 BUY 3,610 3,104
160 14-July-2021 BUY 3,720 3,214
150 24-Nov-2021 BUY 3,990 3,444
140 19-Jan-2022 HOLD 4,350 3,828
130 14-April-2022 BUY 4,350 3,665
120 12-July-2022 BUY 3,770 3,114
110 11- Jan-2023 HOLD 3,770 3,325
100 14-Apr-2023 HOLD 3,560 3,190
% 17-July-2023 HOLD 3,800 3,492
. T I I ¥ 3 Y990 29y S s g 18-Oct-2023 HOLD 3,800 3,487
Zé § ‘g § E § é 5 ‘§ § E 5? é 5 § § 3 5? 15-Jan-2024 HOLD 4,250 3,904
22-Apr-2024 HOLD 4,250 3,873
15-Jul-2024 HOLD 4,432 4,168
14-Oct-2024 HOLD 4,432 4,141

Source: Bloomberg, Anand Rathi Research

NOTE: Prices are as on 14 October 2024 close.

Source: Bloomberg, Anand Rathi Research
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Disclaimer:

Analyst Certification

O The views expressed in this Research Report accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the research
analyst(s) in this report. The research analysts are bound by stringent internal regulations and also legal and statutory requirements of the Securities and Exchange
Board of India (hereinafter “SEBI”) and the analysts’ compensation are completely delinked from all the other companies and/or entities of Anand Rathi, and have
no bearing whatsoever on any recommendation that they have given in the Research Report

Anand Rathi Ratings Definitions

0 Analysts’ ratings and the corresponding expected returns take into account our definitions of Large Caps, Mid-Caps & Small Caps as described in the Ratings Table
below:

Ratings Guide (12 months) | Buy [ Hold __[sel |

Large Caps (Top 100 companies) >15% 0%-15% Below 0%
Mid Caps (101st-250th company) >20% 0%-20% Below 0%
Small Caps (251st company onwards) >25% 0%-25% Below 0%
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Disclaimer:

Research Disclaimer and Disclosure inter-alia as required under Securities and Exchange Board of India (Research Analysts) Regulations, 2014

Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) (Research Entity, SEBI Regn No. INHO00000834, Date of Regn. 29/06/2015) is a subsidiary of the
Anand Rathi Financial Services Ltd. ARSSBL is a corporate trading and clearing member of Bombay Stock Exchange Ltd (BSE), National Stock Exchange of India Ltd.
(NSEIL), Metropolitan Stock Exchange of India Ltd. (MSE), and also depository participant with National Securities Depository Ltd (NSDL) and Central Depository Services
Ltd. (CDSL), ARSSBL is engaged into the business of Stock Broking, Depository Participant, Mutual Fund distributor.

The research analysts, strategists, or research associates principally responsible for the preparation of Anand Rathi research have received compensation based upon
various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues.

General Disclaimer: - This Research Report (hereinafter called “Report”) is meant solely for use by the recipient and is not for circulation. This Report does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. The
recommendations, if any, made herein are expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of
purchase or sale of any security, derivatives or any other security through ARSSBL nor any solicitation or offering of any investment /trading opportunity on behalf of
the issuer(s) of the respective security (ies) referred to herein. These information / opinions / views are not meant to serve as a professional investment guide for the
readers. No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own
investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or
making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by ARSSBL
to be reliable.

ARSSBL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of
such information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors,
employees, affiliates or representatives of ARSSBL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including
lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. The price and value of the investments referred to in this
Report and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future
performance. ARSSBL does not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding taxation aspects of any
potential investment.

Continued...
_—
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Disclaimer:

Contd...

Opinions expressed are our current opinions as of the date appearing on this Research only. We do not undertake to advise you as to any change of our views
expressed in this Report. Research Report may differ between ARSSBL’s RAs and/ or ARSSBL’s associate companies on account of differences in research methodology,
personal judgment and difference in time horizons for which recommendations are made. User should keep this risk in mind and not hold ARSSBL, its employees and
associates responsible for any losses, damages of any type whatsoever.

ARSSBL and its associates or employees may; (a) from time to time, have long or short positions in, and buy or sell the investments in/ security of company (ies)
mentioned herein or (b) be engaged in any other transaction involving such investments/ securities of company (ies) discussed herein or act as advisor or lender /
borrower to such company (ies) these and other activities of ARSSBL and its associates or employees may not be construed as potential conflict of interest with respect
to any recommendation and related information and opinions. Without limiting any of the foregoing, in no event shall ARSSBL and its associates or employees or any
third party involved in, or related to computing or compiling the information have any liability for any damages of any kind.

Details of Associates of ARSSBL and Brief History of Disciplinary action by regulatory authorities & its associates are available on our website i.e. www.rathionline.com

Disclaimers in respect of jurisdiction: 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 ARSSBL to any registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by ARSSBL in any jurisdiction (other than
India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or jurisdiction
unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. ARSSBL requires such recipient to inform himself about and to
observe any restrictions at his own expense, without any liability to ARSSBL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the
Courts in India.

Copyright: - This report is strictly confidential and is being furnished to you solely for your information. All material presented in this report, unless specifically indicated
otherwise, is under copyright to ARSSBL. None of the material, its content, or any copy of such material or content, may be altered in any way, transmitted, copied or
reproduced (in whole or in part) or redistributed in any form to any other party, without the prior express written permission of ARSSBL. All trademarks, service marks
and logos used in this report are trademarks or service marks or registered trademarks or service marks of ARSSBL or its affiliates, unless specifically mentioned
otherwise.

Contd...
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Disclaimer:

Contd.

U Statements on ownership and material conflicts of interest, compensation - ARSSBL and Associates
U Answers to the Best of the knowledge and belief of ARSSBL/ its Associates/ Research Analyst who is preparing this report

Answers to the Best of the
Sr. Statement knowledge and belief of the
No. ARSSBL/ its Associates/ Research

Analyst who is preparing this report ‘

ARSSBL/its Associates/ Research Analyst/ his Relative have any financial interest in the subject company? Nature of Interest (if

1 applicable), is given against the company’s name?. NO
ARSSBL/its Associates/ Research Analyst/ his Relative have actual/beneficial ownership of one per cent or more securities of the subject

2 company, at the end of the month immediately preceding the date of publication of the research report or date of the public NO
appearance?.

3 ARSSBL/its Associates/ Research Analyst/ his Relative have any other material conflict of interest at the time of publication of the NO
research report or at the time of public appearance?.

4 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation from the subject company in the past twelve NO
months.

5 ARSSBL/its Associates/ Research Analyst/ his Relative have managed or co-managed public offering of securities for the subject NO
company in the past twelve months.
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for investment banking or merchant banking or

6 brokerage services from the subject company in the past twelve months. NO
ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation for products or services other than investment

7 banking or merchant banking or brokerage services from the subject company in the past twelve months. NO

3 ARSSBL/its Associates/ Research Analyst/ his Relative have received any compensation or other benefits from the subject company or NO
third party in connection with the research report.

9 ARSSBL/its Associates/ Research Analyst/ his Relative have served as an officer, director or employee of the subject company. NO

10  ARSSBL/its Associates/ Research Analyst/ his Relative has been engaged in market making activity for the subject company. NO
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Disclaimer:

Contd...

Other Disclosures pertaining to distribution of research in the United States of America

Research report is a product of Anand Rathi Share and Stock Brokers Ltd. (hereinafter refer as ARSSBL) under Marco Polo Securities 15a6 chaperone service 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 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.

Research reports are intended for distribution by only 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, ARSSBL has entered into a

chaperoning agreement with a U.S. registered broker dealer, Marco Polo Securities Inc. ("Marco Polo").

1. ARSSBL or its Affiliates may or may not have been beneficial owners of the securities mentioned in this report.

2. ARSSBL or its affiliates may have or not managed or co-managed a public offering of the securities mentioned in the report in the past 12 months.

3. ARSSBL or its affiliates may have or not received compensation for investment banking services from the issuer of these securities in the past 12 months and do not
expect to receive compensation for investment banking services from the issuer of these securities within the next three months.

4. However, one or more of ARSSBL or its Affiliates may, from time to time, have a long or short position in any of the securities mentioned herein and may buy or sell

those securities or options thereon, either on their own account or on behalf of their clients.

As of the publication of this report, ARSSBL does not make a market in the subject securities.

6. ARSSBL or its Affiliates may or may not, to the extent permitted by law, act upon or use the above material or the conclusions stated above, or the research or
analysis on which they are based before the material is published to recipients and from time to time, provide investment banking, investment management or
other services for or solicit to seek to obtain investment banking, or other securities business from, any entity referred to in this report.

o

0 As of the publication of this report, ARSSBL does not make a market in the subject securities.

O Additional information on recommended securities/instruments is available on request.

0 Compliance officer-Deepak Kedia, email id - deepakkedia@rathi.com, Contact no. +91 22 6281 7000.

O Grievance officer-Madhu Jain-email id- grievance@rathi.com, Contact no. +91 22 6281 7191

U ARSSBL registered address: Express Zone, A Wing, 9th Floor, Western Express Highway, Diagonally Opposite Oberoi Mall, Malad (E), Mumbai — 400097. Tel No: +91
22 6281 7000 | Fax No: +91 22 4001 3770 | CIN: U67120MH1991PLC064106.
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