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TCS: Al Monetisation Builds Strong Momentum

April 10, 2026 | CMP: INR 2,588 | Target Price: INR 3,350

Expected Share Price Return: 29.5% | Dividend Yield: 4.3% | Potential Upside: 33.8%
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Sector View: Neutral
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Recommendation X

Company Info

View & Valuation: TCS delivered a strong Q4FY26 beat, with resilient execution
and robust deal wins (USD 12 Bn Q4 TCV; USD 40.7 Bn FY26) reinforcing
growth visibility despite a soft macro backdrop. Al is emerging as a key growth
driver, with revenues at a USD 2.3bn annualised run-rate and deployments

Q4FY26 Result Update

BB Code TCSIN EQUITY  scaling up across enterprises into FY27. Although the 26% EBIT margin target
Face Value (INR) 1.0 has shifted to the longer term, TCS'’s strong profitability continues to provide room
52 W High/Low (INR) 3,630/2,346  for reinvestment in Al, data centres and strategic growth initiatives. We believe,
Mkt Cap (Bn) INR 9,363.0/ $101.0  TCS to deliver Revenue/EBIT/PAT CAGRs of 8.6%/10.0%/12.3% over FY26—
Shares ofs (Mn) 36174 Ey29E, driven by improving demand conversion and operating leverage.
3M Avg. Daily Volume 4054575 Hence, we maintain our BUY rating with a target price of INR 3,350, based
Change in Estimates on FY28E EPS of INR 176.2 in line with our earlier upward revision of the
FY27E FY28E target price from INR 3,275 to INR 3,350 in the Q4FY26 preview.
INR Bn New  Old Dev.(%) New _ Old Dev. (%) Q4FY26 Revenue Better than Estimate; Deal Wins Momentum Continue
Revenues 12,9454 2,892.8 1.8 3,191.8 3,111.6 26 = TCS reported Q4FY26 revenue of USD 7.6 Bn, up 1.5% QoQ (vs CIE est.
EBIT 746.6 7443 0.3 818.9 826.5 (0.9) 0.7%), with CC growth of 1.2% QoQ. In INR terms, revenue stood at INR
EBITM % 253 257 (38bps) 257 266 (91 bps) 608659 EgbrisBing 2.4% %og)/(vi(C\I(E (est.gl.g%). tForoF;f)/Z?, rexltlanugé:ame in at
.0 Bn, down 0.5% YoY (vs est. -0.7%), while revenue
EPS 1594 1884 07 1762 1768  (0.3) declined 2.4% YoY. In INR terms, FY26 revenue stood at INR 2,670.2 Bn, up
Actual vs CIE Estimates 4.6% YoY (VS CIE est. 4.0%).
INR Bn Q4FY26A CIE Est. Dev.% ® EBIT margin came in at 25.3% for the quarter (in line with CIE estimate).
Revenue 707.0 691.0 23 = In absence of one-offs such as Labour Code change, charges and
EBIT 178.9 175.0 22 restructuring expenses incurred in Q3, the reported PAT stood at INR
E/E;'TTM % 15?2 152? @ %Pg 137,180, up 28.7% QoQ (vs CIE estimate of 27.7% QoQ growth).

Robust TCV Performance and Al-led Execution Reinforce FY27 Confidence
TCS reported a strong TCV of USD 12.0 Bn for Q4 and USD 40.7 Bn for the full

Key Financials

INR Bn FY25 FY26E  FY27E FY28E FY29E 4 . .
R year, propelled by five mega deals and a strategic shift towards vendor
evenue 2,553.2 2,670.2. 29454 3,191.8 3,418.1 Poh - ) .
Yo (%) 6.0 46 10.3 8.4 71 consolidation and Al-led transformation. Vertical performance was characterised
EBIT 6217 6684 7466 8189 8890 DY cqntinued growth mpmenturn in BFSI Qespite macro-caution, an all-time high
EBITM % 243 250 253 257 260 TCV in Consumer business Firlven by major renewas such as Marks & Spencer
Adj PAT 4855 4921 5767 6373 6970 and first-ever mega deal in CMI segment as it prepares for a rebound.
EPS 1342 136.0 1594 1762 1927 Management has maintained a positive outlook for FY27. Al services have
ROE % 50.7  45.4 476 474 453 already reach a USD 2.3 Bn in annualised revenue. This will be net-accretive
ROCE % 53.9  52.1 528 528 500 to overall growth as client inquiries transition into scaled deployment and
PE(x) 30.3 19.0 16.2 14.7 13.4  structural headwinds move behind them.
Shareholding Pattern (% Al Conversion Starts to Accelerate
areholding Pattern (%) Dec-25 Sept-25 Jun-25 Al-led services were supported by the Hypervault business's progress towards
Promoters 7177 71.77 7177 1GW of infrast.ructure capacity through stratggic paﬁnerships wjth OpenAl and
Flls 10.37 10.33 11.48 AMD Moving into FY27, thg management is confident in its 'fmfrastructure to
Dlis 12.81 12.64 1195 Intelligence" strategy, expecting Al deployment to be net-accretive to growth as
Public 4.98 5.21 463 the company pursues its aspiration to become the world’s largest Al-led
technology services firm.
Relative Performance (%)
YTD 3Y 2y 1Y | Margin Strength Provides Room for Strategic Investments
BSE IT 5.6 (15.3) (5.0) EBIT margin stood at a four-year high of 25% and Q4 margin improved
TCS (20.7) (34.4) (20.3)  sequentially to 25.3%. Margin gains were supported by better realisation and
currency tailwinds, partly reinvested into Al capability building, partnerships and
180 1 strategic growth initiatives. While annual wage hike from April pose a near-term
160 4 headwind of 150-200 bps, which is expected to offset through operational
efficiencies and pyramid optimisation. Management aspires a 26% margin
140 1 aspiration while continuing to invest in future growth drivers.
120 A : : :
0 Q4 FY26: Q3 FY26: Q4 FY25;
100 4 Revenues (USD Mn) 7,621 7,509 15 7,465 2.1
80 Revenues (INR Mn) 7,06,980 6,70,870 54  6,44,790 9.6
60 . . . . . . . . , Employee Cost 4,08,080 3,86,230 57  3,83,890 6.3
§ § § 3§ § § § 8§ § & othercosts 1,06,140 1,01,950 4.1 91,100 16.5
s 2 3 s 2 8 &5 2 8 = -
< < [a} TCS< < =} E?:SE T < [a} < Depreciation 14,060 13,800 1.9 13,790 2.0
EBIT (INR Mn) 1,78,700 1,68,890 58  1,56,010 14.5
Dhanshree Jadhav EBIT Margin (%) 25.3 25.2 10 bps 24.2 108 bps
Email: dhanshree.jadhav@choiceindia.com Other income 7,570 11,180 (32.3) 10,280 (26.4)
Ph: +91 22 6707 9535 Interest 2,650 5,380 (50.7) 2,270 16.7
PBT 1,83,620 1,74,690 5.1 1,64,020 11.9
Shreya Mehra Tax 45,780 33,580 36.3 41,090 11.4
Email: shreya.mehra@choiceindia.com Adj. PAT (INR Mn) 1,37,180 1,06,570 287 1,22,240 12.2
Ph: +91 22 6707 9901 Basic EPS (INR) 37.92 29.45 28.8 33.79 12.2

Q4FY26 Technology IT Services Results Preview

Source: TCS, Choice Institutional Equities
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Al-related revenues reached an annualised
run rate of USD 2.3 Bn. TCS reported
accelerating momentum in Al services across
enterprise transformation, cloud
modernisation and  digital engineering,
alongside new strategic partnerships with
OpenAl, AMD, ServiceNow, Google Cloud,
and ABB.

Q4 order book came in at USD 12 Bn in TCV
(consisted of ~50-55% renewals and 45% new
programs) including three mega deals with
Marks and Spencer, a leading UK telecom
operator, and a leading American healthcare
and pharmacy company; full year TCV was
USD 40.7 Bn including five mega deals.

TCS introduced a Human Plus Al service
autonomy model to integrate Al into specific
service lines, which helped a UK retailer
reduce deployment cycles by 40%.

Management Call - Highlights

Al-related revenues reached an annualised run rate of USD 2.3
Bn. TCS reported accelerating momentum in Al services across
enterprise transformation, cloud modernisation and digital
engineering, alongside new strategic partnerships with OpenAl,
AMD, ServiceNow, Google Cloud, and ABB.

Q4 order book came in at USD 12 Bn in TCV (consisted of ~50-
55% renewals and 45% new programs) including three mega
deals with Marks and Spencer, a leading UK telecom operator,
and a leading American healthcare and pharmacy company; full
year TCV was USD 40.7 Bn including five mega deals.

Global headcount stood at 584,519 at end of March 2026, with annual
salary increments for all eligible employees effective April 1st,
including double-digit increases for top performers. Voluntary LTM
attrition stood at 13.7% in IT Services.

Direct impact from Geopolitical situation has been limited to Middle
East and, to some extent, to Travel & Transportation industry. No
major impacts in other industries.

Restructuring is complete; hence no one-offs have been recorded,
incurring a total cost of INR 1,300 Cr for the year. Going forward, it
will be business as usual.

TCS introduced a Human Plus Al service autonomy model to
integrate Al into specific service lines, which helped a UK
retailer reduce deployment cycles by 40%.

Management continues to invest under the "Build, Partner, Acquire"
framework, including deeper collaborations with OpenAl, AWS,
Google Cloud and ServiceNow.

In the industrial sector, TCS is integrating NVIDIA Omniverse-driven
digital twins with autonomous quadruped (robot dog) inspection
systems for an electronics manufacturer to improve construction
accuracy and safety.

Beyond general hiring, TCS added over 750 employees with deep
advisory and consulting expertise in FY26 to lead high-level client
transformation.

The board has recommended a final dividend of INR 31 per share,
which brings the total dividend for the year to INR 110 per share.

Choice Equity Broking Pvt. Ltd.—Research Analyst - INHO00000222 | Email: institutional.equities@choiceindia.com
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Income Statement t

<

Revenues (USD Mn) 7,505 7,670 7,539 7,465 7,421 7,466 7,509 7621 @
Revenues (INR Mn) 626,130 642,590 639,730 644,790 634,370 657,990 670,870 7,06,980
EBIT (INR Mn) 154,420 154,650 156,570 156,010 155,140 165,650 168,890 1,78,700
EBIT Margin (%) 24.7 24.1 24.5 24.2 24.5 25.2 25.2 25.3
PAT (INR Mn) 120,400 119,090 123,800 122,240 127,600 120,750 106,570 1,37,180
Basic EPS (INR) 33.3 32.9 34.2 33.8 35.3 33.4 295 37.9

Operating Metrics
Revenue — Geography (%)

Americas 51.4 494 49.6 50.0 50.6 50.7 50.5 50.4
Europe 31.3 31.6 30.5 31.1 33.0 32.8 325 32.8
India 7.5 8.9 9.8 8.4 5.8 5.8 6.1 6.0
Asia Pacific 7.8 8.0 7.8 8.1 8.4 8.3 8.3 8.3
MEA 2.0 21 2.3 24 2.2 24 2.6 2.5
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Revenue — Industry (%)

BFSI 30.9 30.8 30.5 31.2 32.0 322 31.9 31.6
Retail & CPG 154 15.1 15.3 15.3 15.6 15.3 15.4 15.7
Communication & Media 6.2 5.9 5.8 5.8 5.8 5.9 5.9 5.8
Manufacturing 8.8 8.6 8.4 8.4 8.7 8.8 8.8 8.8
Life Science & Healthcare 11.0 10.4 10.1 10.1 10.2 10.5 10.5 10.4
Energy & Utilities 5.6 5.7 5.6 5.7 5.9 5.9 6.0 6.3
Technology & Services 8.1 8.0 8.0 8.1 8.4 8.5 8.4 8.4
Regional Markets & Others 14.0 15.5 16.3 15.4 134 12.9 13.1 13.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Client Buckets

USD 1 mn clients 1,310 1,307 1,309 1,332 1,336 1,360 1,383 1,397
USD 5 mn clients 697 710 722 723 714 707 721 738
USD 10 mn clients 486 491 497 493 495 498 497 499
USD 20 mn clients 300 298 294 298 300 302 310 31
USD 50 mn clients 140 136 134 130 131 136 136 139
USD 100 mn clients 63 66 64 64 62 60 62 66

Employee Metrics
Total Headcount 606,998 612,724 607,354 607,979 613,068 593,314 582,163 584,519
Attrition Rate % 12.1 12.3 13.0 13.3 13.8 13.3 13.5 13.7

Source: TCS, Choice Institutional Equities
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Revenue sees strong growth momentum sequentially Revenue expected to expand at 5.9% CAGR over FY26-29E g
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Attrition rate at an increasing trend sequentially
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BFSI continues to grow at stable levels
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ER&U and Consumer business grew strongly
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TCV stood at USD 12 Bn, growth of 29% QoQ
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US revenue mix to maintain majority share
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Income Statement (Consolidated in INR Mn) Balance Sheet (Consolidated in INR Mn) =

FY25| FY26i FY27E! FY28E! FY29E FY25! FY26! FY27E. FY28E! é

Revenue (USD Mn) 30,179, 30,017 31,349 33245 35605 Tangible Fixed assets 1,25,240' 1,36,970' 1,39,170, 1,42,470' 1,45,470 §

Revenue 25,53,240! 26,70,210 29,45,421! 31,91,811/ 34,18,083 Goodwill & Intangible 28,000 92,840 92,840 92,840 92,840 g
Gross profit 9,78,880 10,76,280, 12,31,952/ 13,33,599 14,32,326 :S:Stfmems 278100, 4.02.6101 412,610 4.22.6101 432,610
EBITDA 6,74070 7,23,980 804,118 879587 952252 (1 g Cash Equivalents = 83420 64,170 86,408 1,10,869 1,95,072
Depreciation 52420 55600 57,502 60644 63235 o oncurrent Assets | 177,160 192,210 1,92,210 1,92,210 1,92,210
EBIT 6,21650 668,380 746616 818942 889,018 |5y or current Assets 7,68,590 890,270 9,95,270 11,05,27012,15,270
Other income 39620 44,020 36,360 39,700 46400 iy, Assets 15,60,510 17,79,070:19,18,508. 20,66,269 22,73,472
Interest expense 7,960 12,270 10,600 9,200 8,000: ' shareholder's Funds 9,47,560:10,73,230!11,97,76813,29,889! 15,21,692
Exceptional items - 45,260 - - " Minority Interest 10150, 11,550, 12,950 14,350' 15,750
PBT 653,310 700130 7,72376 849,442 927418 5. ings 93,920 1,14,090 1,16,090 1,17,830 1,19,330
Adjusted PAT 485530 492100 576682 6,37.282 696963 (o non current Liabiliies  (5,590) (10,640) (9,140)  (7.640)  (6,140)
EPS 134 136 159 176 193, Other current Liabilities 5,14,470, 5,90,840 6,00,840. 6,11,840 6,22,840
Ratio Analysis oY ISP =TS Total Equity & Liabilities 115,60,510,17,79,070.19,18,508. 20,66,269'22,73,472

Growth Ratios (%)

Revenues 60 46 103 8.4 YA C2sh Flows (INR Mn) | FY25, FY26, FY27E| FY28E. FY29E
EBIT 48 75 117 97 g6 .Cash Flows From Investing (23,180):(128,450): (69,702) (73,944) (76,235)

Cash Flows From Financing |(474,380) (421,330). (438,144);(492,821); (494,261)

Margin Ratios (%)

Gross Profit Margin 38.3 40.3 41.8 41.8 41.9 : : : : :

DuPont Analysis :  FY27E; FY28E:
EBITDA Margin 264 2741 27.3 27.6 27.9

ROE 50.7% 45.4%  47.6% 47.4% 453%
EBIT Margin 243 25.0 25.3 25.7 26.0 ; :

Net Profit Margin 19.0% 184% 19.6%  20.0% 20.4%
Profitability (%)

Asset Turnover 1.6 1.5 1.5 1.5 1.5
ROE 50.7 454 47.6 47.4 453

Equity Multiplier 1.6 1.7 1.6 1.6 1.5
ROIC 78.7 70.4 67.6 66.1 64.8

Source: TCS, Choice Institutional Equities

ROCE 53.9 52.1 52.8 52.8 50.9
Valuation
OCF / Net profit (%) 100.7; 105.9 91.9 92.8 93.9
BVPS (x) 264.6; 299.7 334.5 371.3 424.7
Free Cash flow Yield(%) 3.1 5.5 5.6 6.2 6.9

Source: TCS, Choice Institutional Equities
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Historical Price Chart: Tata Consultancy Ltd.
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The security is expected to generate upside of 15% or more over the next 12 months
The security is expected to show upside returns from 5% to less than 15% over the next 12 months
The security is expected to show upside or downside returns by 5% to -5% over the next 12 months

The security is expected to show downside of 5% or more over the next 12 months

The security is expected to generate upside of 20% or more over the next 12 months
The security is expected to show upside returns from 5% to less than 20% over the next 12 months
The security is expected to show upside or downside returns by 5% to -10% over the next 12 months

The security is expected to show downside of 10% or more over the next 12 months

The stock has no recommendation from the Analyst
The stock is under review by the Analyst and rating may change

Fundamentals of the sector look attractive over the next 12 months
Fundamentals of the sector are expected to be in stasis over the next 12 months
Fundamentals of the sector are expected to be challenging over the next 12 months

*Large Cap: More Than INR 20,000 Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000 Cr Market Cap

ce Equity Broking Pvt

nalyst - INH0O00000222 | Ema

onal.equities@choiceindia

BUY

BUY

BUY

BUY

BUY

BUY

BUY

BUY

Choice

Institutional Equities

arget Price

4,236
3,950
3,950
3,950
3,950
3,275
3,350

3,350

+91 22 6707 9440
+91 22 6707 9521
+91 22 6707 9521
+91 22 6707 9513
+91 22 6707 9535
+91 22 6707 9949
+91 22 6707 9930
+91 22 6707 9867
+91 22 6707 9451
+91 22 6707 9901
+9122 6707 9511
+91 22 6707 9908
+91 22 6707 9987
+91 22 6707 9930
+91 22 6707 9901
+91 22 6707 9521
+91 22 6707 9451
+9122 6707 9233
+91 22 6707 9433
+91 22 6707 9233
+91 22 6707 9901
+91 22 6707 9535
+91 22 6707 9511
+9122 6707 9433

Q4FY26 Result Update




Choice

Institutional Equities oy 7
Institutional Equities

Disclaimer & Disclosure

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

Choice Equity Broking Private Limited is a registered Research Analyst Entity (Reg. No. INH000000222 ) CIN. NO.: U65999MH2010PTC198714. Reg. Add.: Sunil Patodia
Tower, J B Nagar, Andheri (East)), Mumbai 400099. Tel. No. 022-6707 9999 . Compliance Officer-Prashant Salian. Tel. 022-6707 9999-Ext. 896. Email-
Compliance@choiceindia.com. Grievance officer-Deepika Singhvi Tel.022-67079999- Ext-834.

Email- ig@choiceindia.com
General Disclaimer:

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification from
NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors

This report (“Report”) is prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL”) in its capacity as a SEBI-registered Research
Analyst and is intended solely for informational and educational purposes. This Report is meant exclusively for the recipient and shall not be circulated, reproduced, or distributed, in
whole or in part.

This Report does not take into account the specific investment objectives, financial situation, risk profile, or particular needs of any individual or class of investors and does not
constitute a personal recommendation or investment advice. Any views, opinions, or recommendations expressed herein are based on publicly available information and internal
analysis and are subject to change without notice.

Nothing contained in this Report shall be construed as an offer, solicitation, or inducement to buy, sell, or subscribe to any securities, derivatives, or other financial instruments, nor
shall it be considered as investment, legal, accounting, or tax advice. Recipients are advised to conduct their own independent analysis and are encouraged to seek independent
professional advice before making any investment or trading decisions.

The information contained in this Report has been compiled from sources believed to be reliable; however, CEBPL does not represent or warrant the accuracy, completeness, or
reliability of such information. CEBPL, its directors, employees, or associates shall not be liable for any losses, damages, or expenses arising directly or indirectly from the use of or
reliance upon this Report.

Investments in securities are subject to market risks. The price and value of investments and the income from them may fluctuate, and investors may incur losses. Past performance is
not indicative of future results. Opinions expressed herein are as of the date of this Report and may differ from views expressed in other research reports due to differences in
methodology, assumptions, or time horizons.

Disclaimers in respect of Jurisdiction:

This Report is not intended for distribution to, or use by, any person or entity who is a citizen or resident of, or located in, any jurisdiction where such distribution, publication, or use would
be contrary to applicable laws or regulations, or would subject CEBPL to any registration or licensing requirements in such jurisdiction.

No action has been taken or will be taken by CEBPL in any jurisdiction outside India where such action would be required for distribution of this Report. Accordingly, this Report shall not
be directly or indirectly distributed, published, or circulated in any such jurisdiction except in compliance with applicable laws and regulations.

Recipients of this Report are required to inform themselves of, and comply with, all applicable legal and regulatory restrictions at their own expense and without any liability to CEBPL.
Any dispute arising out of or in connection with this Report shall be subject to the exclusive jurisdiction of the competent courts in Mumbai, India.

Disclosure on Ownership and Material Conflicts of Interest:
. “CEBPL”", its Research Analyst(s), their associates and relatives may have any financial interest in the subject company covered in this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have actual or beneficial ownership of one percent (1%) or more of the securities of the subject company, as on
the last day of the month immediately preceding the date of publication of this Research Report.

. “CEBPL”, its Research Analyst(s), their associates and relatives may have any other material conflict of interest at the time of publication of this Research Report.

Disclosure on Receipt of Compensation:

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months.

. “CEBPL” or its associates may have managed or co-managed public offerings of securities for the subject company during the past twelve months.

. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for investment banking, merchant banking or brokerage services.
. “CEBPL” or its associates may have received compensation from the subject company during the past twelve months for products or services other than investment banking, merchant

banking or brokerage services.

. “CEBPL” or its associates have not received any compensation or other benefits from the subject company or any third party in connection with the preparation or publication of this
Research Report.

. Research Analyst may have served as an officer, director or employee of the subject company covered in this Research Report.

. “CEBPL” and Research analyst may engage in market-making activity in the securities of the subject company.

Details of Associates of CEBPL and Brief History of Disciplinary action by requlatory authorities are available on our website i.e. www. https://choiceindia.com/research-
listing
Copyright:

This research report is confidential and intended solely for the recipient. Unauthorized reproduction, distribution, or disclosure of this report, in whole or in part, in
any form or by any means, without the prior written permission of the Company is strictly prohibited.
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