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Slight miss on operating performance; Deal 
booking robust at $10bn 

Result Synopsis 

Tata Consultancy Services(TCS) reported operating performance that was slightly below 
estimates. It reported USD revenue growth of 1.7% QoQ, which had around 100bps of 
cross currency tailwind in the quarter; while INR reported growth was 1.6% QoQ. The 
revenue growth was led by strong performance in Retail and CPG vertical(up 22.9% YoY). 
EBIT margin was flat QoQ at 24.5% as potential margin tailwind on account of falling  
attrition and improving pyramid got offset by higher onsite cost. LTM attrition was down 
120bps  QoQ to 20.1%. 

The long term demand story remains intact led by cloud adoption and data analytics across 
enterprises. However, clients remain cautious and are taking longer time for decision 
making and are slowing down discretionary IT projects and this would result in lower 
revenue growth in FY24. The operating margin is expected to improve in FY24 by 50-
70bps YoY led by improving employee pyramid and falling employee attrition. We 
estimate revenue CAGR of 11.0% over FY23‐25E with average EBIT margin of 25.2%. We 
rollover to FY25E estimates and maintain our ADD on the stock with revised target price 
of Rs 3,676/share at 25x on FY25E EPS.  The stock trades at PER of 24.8x/22.1x on 
FY24E/FY25E EPS. 

Result Highlights 

▪ Reported revenue of Rs 591.6bn, up 1.6% QoQ in INR terms (up 1.7% in USD 
terms). The cc growth was 0.6% QoQ (10.7% YoY).  

▪ The revenue growth was led by robust performance in verticals such as Retail and 
CPG (up 13.o% YoY), Life Sciences & Healthcare (up 12.3% YoY), Technology and 
Services (up 9.2% YoY). 

▪ EBIT margin remained flat QoQ at 24.5% (down 4 bps).  

▪ Deal booking was strong as it reported TCV of $10.0bn for the quarter that 
included a mega deal. (vs $7.8bn in Q3FY23). North America TCV at $5 Bn; BFSI 
TCV at $3 Bn, Retail TCV at $1.3 Bn. 

▪ Net headcount addition was 821 employees in the quarter and closed at 614,795 
employees. LTM attrition decreased by 120 bps QoQ to 20.1%. 

▪ Declared final dividend of Rs 24/ share. 

Exhibit 1: Actual vs estimates 

Rsmn Actual 
Estimate % Variation 

YES Sec Consensus YES Sec Consensus 

Sales 5,91,620 5,94,901 5,95,220 -0.6% -0.6% 

EBITDA 1,57,730 1,63,598 1,61,400 -3.6% -2.3% 

EBITDA 
Margin (%) 26.66% 27.50% 27.12% -84 bps -46 bps 

Adjusted PAT 1,14,360 1,15,866 1,15,570 -1.3% -1.0% 

Source: Company, YES Sec 
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Exhibit 2: Quarterly snapshot Console: Operating margin was flat sequentially 

Particulars Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 yoy% qoq % FY23 FY22 yoy% 

Sales ($ mn) 6,696 6,780 6,877 7,075 7,195 7.5 1.7 27,927 25,704 8.6 

Sales(Rs mn) 5,05,910 5,27,580 5,53,090 5,82,290 5,91,620 16.9 1.6 22,54,580 19,17,540 17.6 

EBITDA 1,38,450 1,34,170 1,45,160 1,55,540 1,57,730 13.9 1.4 5,92,600 5,30,570 11.7 

EBITDA % 27.4 25.4 26.2 26.7 26.7 -71 bps -5 bps 26.3 27.7 -139 bps 

Depreciation 12,170 12,310 12,370 12,700 12,850 5.6 1.2 50,230 46,040 9.1 

EBIT 1,26,280 1,21,860 1,32,790 1,42,840 1,44,880 14.7 1.4 5,42,370 4,84,530 11.9 

EBIT Margin % 25.0 23.1 24.0 24.5 24.5 -47 bps -4 bps 24.1 25.3 -121 bps 

Other income 7,360 5,900 8,170 3,600 9,030 22.7 150.8 26,700 32,340 -17.4 

PBT 1,33,640 1,27,760 1,40,960 1,46,440 1,53,910 15.2 5.1 5,69,070 5,16,870 10.1 

Tax 34,050 32,570 36,310 37,610 39,550 16.2 5.2 1,46,040 1,32,380 10.3 

PAT 99,590 95,190 1,04,650 1,08,830 1,14,360 14.8 5.1 4,23,030 3,84,490 10.0 

Minority Interest -330 -410 -340 -370 -440 33.3 18.9 -1,560 -1,220 27.9 

PAT 99,260 94,780 1,04,310 1,08,460 1,13,920 14.8 5.0 4,21,470 3,83,270 10.0 

NPM (%) 19.6 18.0 18.9 18.6 19.3 -36 bps 63 bps 18.7 20.0 -129 bps 

Source: Company, YES Sec 
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KEY CON-CALL HIGHLIGHTS 
▪ FY23 witnessed broadbased growth across verticals. Retail & CPG grew by 19%, 

Communications and Media grew by 14%, BFSI grew by 11% and Manufacturing grew by 
13%. 

▪ Increased caution witnessed across markets due to weak macroeconomic situation.   Deal 
flow showed slight acceleration in European Market. 

▪ Operating Margins were impacted due to supply side challenges (up 1.3% QoQ) and increase 
in Employee Travel Cost (up 0.3% QoQ). Benefits from improving supply side situation and 
improving employee pyramid got offset by higher onsite cost. 

▪ Total Dividend disbursed during FY23 was Rs. 115/- per share and Rs 45,602 crores was 
payout for shareholders for FY23 

▪ Hiring is expected to be moderate going ahead. 44,000 freshers were hired during FY23. 
Quarterly annualised Attrition was down 400 bps QoQ. 

▪ Change in Management team will not bring any major change in strategy; only some minor 
tweaking would be done. 

▪ No reduction in deal velocity. Deal Pipeline remains healthy across markets but there is a 
little delay in decision making process. 

 

 

Exhibit 3: Q4FY23 Revenue Growth was muted on 
concerns on near term demand environment 

Exhibit 4: Revenue growth was led by Retail & CPG 
vertical and Life Science and Healthcare vertical 

  
Source: Company, YES Sec Source: Company, YES Sec 
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Exhibit 5: EBIT margin remained flat for the quarter Exhibit 6: Slowdown in employee addition is visible 

  
Source: Company, YES Sec Source: Company, YES Sec 
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FINANCIALS  
Exhibit 7: Balance Sheet 

Y/e March 31 (Rs mn) FY19 FY20 FY21 FY22 FY23 FY24E FY25E 

Share capital 3,750 3,750 3,700 3,660 3,660 3,660 3,660 

Reserves & surplus 9,11,810 8,37,510 8,60,630 8,87,730 9,00,580 10,66,940 12,77,884 

Shareholders' funds 9,15,560 8,41,260 8,64,330 8,91,390 9,04,240 10,70,600 12,81,544 

Non-current liablities 29,600 90,900 94,960 93,170 88,870 91,878 95,247 

Long-term borrowings 440 69,060 65,030 63,680 62,030 62,030 62,030 

Other non-current liabilities 29,160 21,840 29,930 29,490 26,840 29,848 33,217 

Current liabilities 2,20,840 2,70,600 3,41,550 4,23,510 4,35,580 3,83,720 3,61,728 

ST borrowings, Curr maturity 180 12,680 12,920 14,500 14,850 14,850 14,850 

Other current liabilities 2,20,660 2,57,920 3,28,630 4,09,010 4,20,730 3,68,870 3,46,878 

Total (Equity and Liabilities) 11,70,530 12,08,990 13,07,590 14,15,140 14,36,510 15,55,778 17,49,859 

Non-current assets 2,49,220 3,06,620 3,14,790 3,32,040 3,33,810 3,40,294 3,41,709 

Fixed assets (Net block) 1,18,290 2,01,240 2,01,490 2,07,160 1,98,910 1,93,556 1,81,403 

Non-current Investments 2,390 2,160 2,130 2,230 2,660 2,926 3,219 

Other non-current assets 1,28,540 1,03,220 1,11,170 1,22,650 1,32,240 1,43,812 1,57,087 

Current assets 9,21,310 9,02,370 9,92,800 10,83,100 11,02,700 12,15,484 14,08,150 

Cash & current investment 4,17,430 3,58,060 3,84,890 4,84,830 4,79,290 5,23,420 6,46,101 

Other current assets 5,03,880 5,44,310 6,07,910 5,98,270 6,23,410 6,92,064 7,62,050 

Total (Assets) 11,70,530 12,08,990 13,07,590 14,15,140 14,36,510 15,55,778 17,49,859 

Source: Company, YES Sec 

 

Exhibit 8: Income Statement 

Y/e March 31 (Rs mn) FY19 FY20 FY21 FY22 FY23 FY24E FY25E 

Net sales 14,64,630 15,69,490 16,41,770 19,17,540 22,54,580 24,87,192 27,75,793 

Operating expenses (10,69,580) (11,48,390) (11,88,490) (13,86,970) (16,61,980) (18,02,983) (20,06,898) 

EBITDA 3,95,050 4,21,100 4,53,280 5,30,570 5,92,600 6,84,209 7,68,895 

Depreciation (20,550) (35,300) (40,650) (46,040) (50,230) (58,961) (65,802) 

EBIT 3,74,500 3,85,800 4,12,630 4,84,530 5,42,370 6,25,249 7,03,092 

Other income 41,130 36,680 24,970 32,340 26,700 29,689 31,829 

Profit before tax 4,15,630 4,22,480 4,37,600 5,16,870 5,69,070 6,54,938 7,34,921 

Tax (current + deferred) (1,00,010) (98,010) (1,11,980) (1,32,380) (1,46,040) (1,68,706) (1,89,309) 

Reported Profit / (Loss) 3,14,720 3,23,400 3,24,300 3,83,270 4,21,470 4,84,472 5,43,852 

Adjusted net profit 3,14,720 3,23,400 3,24,300 3,83,270 4,21,470 4,84,472 5,43,852 

Source: Company, YES Sec 
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Exhibit 9: Cash Flow Statement 

Y/e March 31 (Rs mn) FY19 FY20 FY21 FY22 FY23 FY24E FY25E 

Profit before tax 4,15,630 4,22,480 4,37,600 5,16,870 5,69,070 6,54,938 7,34,921 

Depreciation 20,550 35,300 40,650 46,040 50,230 58,961 65,802 

Change in working capital (86,250) (13,620) (18,200) 73,240 (27,660) (47,308) (71,734) 

Total tax paid (80,920) (92,150) (97,820) (1,15,140) (1,25,770) (2,42,111) (2,09,704) 

Cash flow from oper. (a) 2,69,010 3,52,010 3,62,230 5,21,010 4,65,870 4,24,479 5,19,286 

Capital expenditure (22,720) (1,18,250) (40,900) (51,710) (41,980) (53,607) (53,649) 

Change in investments 33,060 73,820 (44,680) (43,740) (48,540) (3,956) (4,019) 

Others 15,770 6,040 3,960 (13,820) (12,890) (10,580) (12,253) 

Cash flow from inv. (b) 26,110 (38,390) (81,620) (1,09,270) (1,03,410) (68,143) (69,921) 

Free cash flow (a+b) 2,95,120 3,13,620 2,80,610 4,11,740 3,62,460 3,56,336 4,49,364 

Equity raised/(repaid) 1,840 - (50) (40) - - - 

Debt raised/(repaid) (1,850) 81,120 (3,790) 230 (1,300) - - 

Dividend (incl. tax) (1,14,240) (3,73,640) (1,08,500) (1,33,170) (4,13,470) (3,18,112) (3,32,908) 

Others (1,57,460) (6,881) (1,86,150) (2,22,460) (1,340) 2,216 2,498 

Cash flow from fin. (c) (2,71,710) (2,99,400) (2,98,490) (3,55,440) (4,16,110) (3,15,896) (3,30,410) 

Net chg in cash (a+b+c) 23,410 14,220 (17,880) 56,300 (53,650) 40,440 1,18,954 

Source: Company, YES Sec 

 

Exhibit 10: Ratio Analysis 

Y/e March 31 FY19 FY20 FY21 FY22 FY23 FY24E FY25E 

Growth(%)        

Revenue Growth 19.0  7.2  4.6  16.8  17.6  10.3  11.6  

EBITDA Growth 21.5  6.6  7.6  17.1  11.7  15.5  12.4  

EBIT Growth 22.8  3.0  7.0  17.4  11.9  15.3  12.5  

Net Profit Growth 21.9  2.8  0.3  18.2  10.0  14.9  12.3  
        

Profitability Ratios(%)        

EBITDA Margin 27.0  26.8  27.6  27.7  26.3  27.5  27.7  

EBIT margin 25.6  24.6  25.1  25.3  24.1  25.1  25.3  

Net Profit margin 21.5  20.6  19.8  20.0  18.7  19.5  19.6  

RoA 33.2  32.4  32.8  35.6  38.0  41.8  42.5  

RoE  35.2  36.8  38.0  43.7  46.9  49.1  46.2  

RoCE 40.3  40.6  42.8  48.8  53.6  56.8  54.3  
        

Liquidity Ratios        

Net debt/Equity (x) (0.5) (0.3) (0.4) (0.5) (0.4) (0.4) (0.4) 

Current ratio (x) 4.2  3.3  2.9  2.6  2.5  3.2  3.9  

Quick ratio (x) 4.2  3.3  2.9  2.6  2.5  3.2  3.9  
        

Valuation Ratios        

PER(x) NA 37.2  44.4  32.0  28.5  24.8  22.1  

PCE(x) NA 33.5  39.5  28.6  25.4  22.1  19.7  

Price/Book(x) NA 14.3  16.7  13.8  13.3  11.2  9.4  

EV/EBITDA(x) NA 27.9  31.1  22.4  19.6  16.9  14.9  

Source: Company, YES Sec 
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Exhibit 11: Dupont Analysis 

Dupont Analysis FY19 FY20 FY21 FY22 FY23 FY24E FY25E 

Net margin(%) 21.5  20.6  19.8  20.0  18.7  19.5  19.6  

Asset turnover (x) 1.3  1.3  1.3  1.4  1.6  1.7  1.7  

Leverage factor (x) 1.3  1.4  1.5  1.6  1.6  1.5  1.4  

Return on Equity(%) 35.2  36.8  38.0  43.7  46.9  49.1  46.2  

Source: Company, YES Sec 
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL.  

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. 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 YSL and associates 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. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ 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. This report is intended for 
distribution by YES Securities (India) Limited 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 or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst : Piyush Pandey, Parth Ghiya 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
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Research Analyst or his/her relative or YSL’s 
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any other material conflict of interest at the time 
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YSL has received any compensation for 
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subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
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