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Company CMP (Rs)| TP (Rs) | Rating
TCS 3,420 4,017 BUY

Infosys 1,641 1,600 HOLD
Wipro 270 235 HOLD
HCL Tech 1,726 1,687 HOLD
Tech M 1,655 1,182 SELL

Sonata Software 411 452 HOLD
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Muted start to FY26; eyes on Al

We expect the six IT services companies within our coverage to report modest QoQ
revenue growth during 1QFY26 on muted demand environment, weak
discretionary spending and slower client decision making. Global enterprises
remain on the sidelines, adopting a wait-and-watch approach to assess the tariff-
led potential impact on their cost structures and supply chains. Deal wins are
expected to remain stable, driven by cost optimization and vendor consolidation
projects, though momentum may be tempered by softness in the consumer,
telecom, and automotive manufacturing verticals. USD revenue growth for large-
caps is likely to range from -1.4% to +2.5% QoQ, with Infosys expected to lead on
deal ramp-ups. Margin gains may be limited due to low utilization and lack of
operating leverage. While near-term outlook remains subdued, we stay
constructive over the medium-to-long term given strong digital transformation
priorities and GenAl adoption. Valuations have moved up meaningfully, but we
continue to prefer TCS for its consistent execution and favorable risk-reward.

1Q Growth Expectation

The USD revenue growth of large-cap IT companies may range from -1.4%-2.5% QoQ
for 1QFY26. Infosys (INFY IN, +2.5%) is expected to lead on acquisition and deal ramp
ups, followed by Tata Consultancy Services (TCS IN, +1%), HCL Technologies (HCLT IN,
+0.9%), and Tech Mahindra (TECHM IN, +0.5%), supported by favorable currency
tailwinds. Wipro (WPRO IN) may see a 1.4% decline due to weak demand in Europe.
Sonata Software (SSOF IN) is expected to register 1.4% growth, as we expect
pressure from the hi-tech client to ease. EBIT Margin gains are likely to be minimal,
due to low utilization and the absence of operating leverage.

Key aspects to watch out for in 1Q

a) commentaries on discretionary spending, b) margin levers and revenue guidance
for FY26, c) tariff impact, d) FY26 hiring plans, and e) progress in Al initiatives and
new deals. While near term prospects remain muted, outlook for the medium to long
term seems favorable, as enterprises prioritize digital transformational programs and
accelerate the adoption of generative Al.

Valuation & Outlook

The NSE Nifty IT index has rallied ~10% over the last two months, pushing
valuations into the expensive territory. The LTM PE multiple of the NIFTY IT index is
31x—well above its 10-year average of 24x. We remain positive on TCS, which trades
at 23x 1-year forward PE, below its long-term average, and stands out for its strong
order book, resilient margins, and robust return ratios. We have not changed our
target prices for TCS, INFY, WPRO, HCLT, TECHM, and SSOF.

Investors are advised to refer disclosures made at the end of the research report.
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1QFY26 Earnings Overview

TCS: We expect TCS' revenue to remain flattish QoQ in USD terms, mainly due to
deal ramp-ups and favorable currency movements, partially offset by ramp down of
the BSNL deal. However, we expect a resilient TCV (Total Contract Value) and a
steady revival in overall its discretionary spend. Last quarter, the Asia Pacific,
Continental Europe, and MEA (Middle East Asia) markets predominantly contributed
to growth, with the US, UK, and India markets recording muted growth, a trend we
believe the company could replicate. We estimate a 16 bps QoQ decline during the
quarter, as talent-related investments and limited operating leverage weigh on
profitability, despite the support from currency tailwinds.

INFY: The upper end of management’s FY26 CC growth guidance (3%) assumes a
stable-to-improving macro, while the lower end (0%) factors in potential stretched
weakness. Our estimate of 2.5% QoQ revenue growth in USD terms reflects ramp-up
of recent deal wins and an inorganic boost from its latest acquisitions (Missing link &
MRE Consulting). We expect largely stable EBIT margin QoQ, as operational efficiency
from Project Maximus likely offsets the impact of wage hikes.

HCLT: We expect HCLT to report 0.9% QoQ revenue growth in USD terms, primarily
due to currency tailwinds, partially offset by seasonal weakness in its IT services
business. The estimated 51bps QoQ fall in EBIT Margin corresponds the seasonality
in IT services.

WPRO: We expect 1.4% QoQ decline in WPRO’s USD revenue during 1QFY26, as we
expect the pressure on new deal wins to impact the company’s revenue growth
during the quarter. EBIT margin may remain flat as currency tailwinds provide some
relief. However, the headwind from revenue decline could offset these benefits.
likely limiting profitability during the quarter.

TECHM: TECHM is expected to post 0.5% QoQ USD revenue growth during the
quarter. TCV numbers could continue to hover at USD 500-600mn, with EBIT Margin
likely up 41bps QoQ on currency tailwind and cost optimization initiatives.

SSOF: The company’s IT services segment is projected to witness sequential growth
of 1.4% in USD terms, while overall consolidated revenue could rise 4.2%.
Stabilization in the ramp-down of TMT clients during 4Q should support this
recovery, with improvement expected from 1Q. Consolidated EBITDA Margin is
estimated to expand by 76 bps, primarily due to the absence of wage hikes and one-
off costs during the quarter.
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Exhibit 1: IT companies under coverage — 1QFY26 estimates and highlights (Rs mn)

TCS 1QFY26E 4QFY25 1QFY25 YoY QoQ | Comments
Net Revenue (USD mn) 7,541 7,465 7,505 0.5% 1.0%
Net Revenue (INR mn) 645,508 = 644,790 | 626,130 3.1% 0.1% | TCS is expected to post 1% QoQ growth in its USD
revenue, driven by favorable currency movements,
EBIT 155,183 156,010 154,420 0.5% -0.5% partially offset by ramp down of the BSNL deal. We
PAT 123,023 122,240 120,400 2.2% 0.6% estimate 24% EBIT margin, down 16 bps QoQ, as talent-
- related investments and limited operating leverage
EBIT Margin 24.0% 24.2% 24.7% -62 -16 | \weigh on profitability, despite currency tailwinds.
EPS (Rs) 34.0 33.8 33.3 2.2% 0.6%
Infosys 1QFY26E 4QFY25 1QFY25 YoY QoQ | Comments
Net Revenue (USD mn) 4,848 4,730 4,714 2.8% 2.5%
o -
Net Revenue (INR mn) 415,007 409,250 | 393,150 5.6% 1.4% 'NFY may record 2.5% QoQ growth in its USD revenue,
aided by ramp-up of recent deal wins and inorganic
EBIT 86,873 85,750 82,880 4.8% 1.3% | poost of ~30 bps from its latest acquisitions. We
PAT 68,411 70,330 63,680 7.4% -2.7% | estimate largely stable EBIT Margin QoQ, as operational
EBIT Margin 20.9% 21.0% 21.1% 15 ) efficien.cy from Project Maximus offsets the impact of
wage hikes.
EPS (Rs) 16.5 17.0 15.4 7.4% -2.7%
Wipro 1QFY26E 4QFY25 1QFY25 YoY QoQ | Comments
Net Revenue (USD mn) 2,560 2,597 2,626 -2.5% -1.4%
Net Revenue (INR mn) 219,535 225,042 219,638 0.0% -2.4% | For WPRO, we have factored in 1.4% QoQ decline, as
EBIT 38,331 39,087 36,069 6.3% -1.9% the faces some pressure on the deals it has won.
. . Margins may remain flat during the quarter, as the
PAT 34,195 35,696 30,032 13.9% -4.2% currency tailwinds would be offset by the impact of
EBIT Margin 17.5% 17.4% 16.4% 104 9 | seasonality.
EPS (Rs) 3.3 3.4 2.9 13.9% -4.2%
HCL Technologies 1QFY26E 4QFY25 1QFY25 YoY QoQ | Comments
Net Revenue (USD mn) 3,531 3,498 3,364 5.0% 0.9%
. o -
Net Revenue (INR mn) 302,233 | 302,460 | 280,570 7.7% L0.19% | HCL Tech may register 0.9% QoQ growth in its USD
revenue, attributable to currency tailwinds and
EBIT 52,833 54,420 47,950 10.2% -2.9% | inorganic boost, partially offset by the seasonal
PAT 41,920 43,070 42,570 -1.5% -2.7% | weakness in its IT services business. The likely 51bps
fall in its EBIT Margi h
EBIT Margin 17.5% 18.0% 17.1% 39 5p | @oQ fall fin its _Margin corresponds o the
seasonality in its IT Services business.
EPS (Rs) 15.6 15.9 15.7 -0.5% -1.7%
Tech Mahindra 1QFY26E 4QFY25 1QFY25 YoY QoQ | Comments
Net Revenue (USD mn) 1,556 1,549 1,559 -0.2% 0.5%
. . o -
Net Revenue (INR mn) 133200 133,840 | 130,055 2.4% L0.5% echMis estimated to post 0.5% QoQ growth in its USD
revenue, driven by few deal ramp-ups and currency
EBIT 14,532 14,053 11,023 31.8% 3.4% | tailwinds, offset by softness in the hi-tech vertical and
PAT 12,300 11,667 8,515 44.5% 5.4% | seasonal weakness in its Comviva business. EBIT Margin
is expected to expand by 4lbps QoQ on currenc
EBIT Margin 10.9% 10.5% 8.5% 243 a1 | B &P pand by 41bps QoQ y
tailwinds and cost optimization initiatives.
EPS (Rs) 13.9 13.2 9.6 44.3% 5.4%
Sonata Software 1QFY26E 4QFY25 1QFY25 YoY QoQ | Comments
IT Services Revenue (USD mn) 82 81 83 -0.3% 1.4% | The company's IT services revenue is expected to
o . . )
Consolidated Revenue (INRmn) | 27,272 | 26,172 | 25,274 7.9% 4.29% | €xPand by 1.4% QoQ in USD terms, while consolidated
revenue could register 4.2% growth, given that the TMT
EBITDA (Incl other income) 2,081 1,839 1,950 6.7% 13.2% | client ramp down has bottomed out in 4Q and recovery
PAT 1,158 1,075 1,056 9.6% 7.7% | is expected to begin from 1Q. EBITDA Margin is
EBITDA Margin 7.6% 7.0% 77% 9 60 exp_ected to expand by 76bps on a. consolidated basis,
mainly due to the absence wage hikes and other one-
EPS (Rs) 4.2 3.9 3.8 9.6% 7.7% | time costs during the quarter.

Source: Company, Systematix Institutional Research
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Exhibit 2: Valuation table
M-cap PE (x) M-cap to Sales (x) EV/EBITDA (x) ROE (%)
Companies
(Rs bn) FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E
TCS 12,472 255 22.8 20.5 4.9 4.6 4.2 17.8 15.9 14.3 51.2 51.4 49.2
Infosys 6,796 255 235 22.2 4.2 4.0 3.8 16.4 15.1 14.3 27.9 27.6 26.5
Wipro 2,839 21.7 20.6 18.8 3.2 3.2 3.0 13.7 12.9 11.3 15.9 14.4 13.8
HCL Tech 4,686 26.9 26.2 23.7 4.0 3.8 3.5 17.3 16.2 14.3 25.0 24.5 25.4
TechM 1,465 34.4 284 22.5 2.8 2.7 2.4 20.0 17.3 13.7 15.5 19.0 22.9
Sonata Software] 114 26.8 26.4 19.0 1.1 1.0 0.9 14.8 13.7 104 273 24.2 286
Source: Company, Systematix Institutional Research
Exhibit 3: Stock performance over a decade
% price change
Week Month 3 months 6 months 1year YTD 2 years 5 years 10 years
TCS -1.2 1.2 3.6 -16.5 -15.0 -3.7 3.4 51.1 159.7
Infosys 2.4 5.8 13.0 -15.3 -0.6 7.5 22.0 114.8 233.7
Wipro 1.5 9.4 9.6 -8.2 1.8 2.8 36.4 142.6 161.8
HCL Tech -0.2 6.1 21.4 -11.6 13.4 12.8 45.0 198.2 255.9
TechM -1.9 6.3 253 -1.8 13.4 18.6 44.2 184.6 256.3
Sonata Software 0.1 -0.4 27.7 -34.1 -36.6 17.8 -17.4 356.0 713.0
Nifty IT 0.6 6.0 16.9 -10.3 3.8 8.9 31.7 153.3 249.4

Source: Company, Systematix Institutional Research
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DISCLOSURES/APPENDIX
I.  ANALYST CERTIFICATION

I, Ambrish Shah, Devanshi Kamdar; hereby certify that (1) views expressed in this research report accurately reflect my/our personal views about any or all of the subject securities or
issuers referred to in this research report, (2) no part of my/our compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report by Systematix Shares and Stocks (India) Limited (SSSIL) or its group/associate companies, (3) reasonable care is taken to achieve and maintain independence and
objectivity in making any recommendations.

Disclosure of Interest Statement Update
Analyst holding in the stock No
Served as an officer, director or employee No

Il.  ISSUER SPECIFIC REGULATORY DISCLOSURES, unless specifically mentioned in point no. 9 below:
1. The research analyst(s), SSSIL, associates or relatives do not have any financial interest in the company(ies) covered in this report.

2. The research analyst(s), SSSIL, associates or relatives collectively do not hold more than 1% of the securities of the company(ies) covered in this report as of the end of the
month immediately preceding the distribution of the research report.

3. The research analyst(s), SSSIL, associates or relatives did not have any other material conflict of interest at the time of publication of this research report.

4. The research analyst, SSSIL and its associates have not received compensation for investment banking or merchant banking or brokerage services or any other products or
services from the company(ies) covered in this report in the past twelve months.

5. The research analyst, SSSIL or its associates have not managed or co-managed a private or public offering of securities for the company(ies) covered in this report in the previous
twelve months.

6. SSSIL or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party in connection with this research
report.

7. The research analyst has not served as an officer, director or employee of the company(ies) covered in this research report.
8. The research analyst and SSSIL have not been engaged in market making activity for the company(ies) covered in this research report.

9. Details of SSSIL, research analyst and its associates pertaining to the companies covered in this research report:

':ro. Particulars Y':Z/
1 Whether compensation was received from the company(ies) covered in the research report in the past 12 months for investment banking transaction by SSSIL. No
2 Whether research analyst, SSSIL or its associates and relatives collectively hold more than 1% of the company(ies) covered in the research report. No
3 Whether compensation has been received by SSSIL or its associates from the company(ies) covered in the research report. No
4 Whether SSSIL or its affiliates have managed or co-managed a private or public offering of securities for the company(ies) covered in the research report in the No

previous twelve months.
5 Whether research analyst, SSSIL or associates have received compensation for investment banking or merchant banking or brokerage services or any other No

products or services from the company(ies) covered in the research report in the last twelve months.

10. There is no material disciplinary action taken by any regulatory authority that impacts the equity research analysis activities.
STOCK RATINGS

BUY (B): The stock's total return is expected to exceed 15% over the next 12 months.

HOLD (H): The stock's total return is expected to be within -15% to +15% over the next 12 months.

SELL (S): The stock's total return is expected to give negative returns of more than 15% over the next 12 months.
NOT RATED (NR): The analyst has no recommendation on the stock under review.

INDUSTRY VIEWS

ATTRACTIVE (AT): Fundamentals/valuations of the sector are expected to be attractive over the next 12-18 months.
NEUTRAL (NL): Fundamentals/valuations of the sector are expected to neither improve nor deteriorate over the next 12-18 months.
CAUTIOUS (CS): Fundamentals/valuations of the sector are expected to deteriorate over the next 12-18 months.

. DISCLAIMER

The information and opinions contained herein have been compiled or arrived at based on the information obtained in good faith from sources believed to be reliable. Such information
has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy completeness or correctness.

This document is for information purposes only. This report is based on information that we consider reliable; we do not represent that it is accurate or complete and one should exercise
due caution while acting on it. Description of any company(ies) or its/their securities mentioned herein are not complete and this document is not and should not be construed as an
offer or solicitation of an offer to buy or sell any securities or other financial instruments. Past performance is not a guide for future performance, future returns are not guaranteed and
a loss of original capital may occur. All opinions, projections and estimates constitute the judgment of the author as on the date of the report and these, plus any other information
contained in the report, are subject to change without notice. Prices and availability of financial instruments are also subject to change without notice. This report is intended for
distribution to institutional investors.

This report is not directed to or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity that is a citizen or resident or located in any
locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject to SSSIL or
its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently sent or has reached any individual in such country, especially USA, the same
may be ignored and brought to the attention of the sender. Neither this document nor any copy of it may be taken or transmitted into the United States (to U.S. persons), Canada, or
Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. Any unauthorized use, duplication,
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redistribution or disclosure of this report including, but not limited to, redistribution by electronic mail, posting of the report on a website or page, and/or providing to a third party a link,
is prohibited by law and will result in prosecution. The information contained in the report is intended solely for the recipient and may not be further distributed by the recipient to any
third party.

SSSIL generally prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. Additionally, SSSIL generally prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory board member of
any companies that they cover. Our salespeople, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that
reflect opinions that are contrary to the opinions expressed herein. Our proprietary trading and investing businesses may make investment decisions that are inconsistent with the
recommendations expressed herein. The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues and no part of the
compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The
compensation of the analyst who prepared this document is determined exclusively by SSSIL; however, compensation may relate to the revenues of the Systematix Group as a whole, of
which investment banking, sales and trading are a part. Research analysts and sales persons of SSSIL may provide important inputs to its affiliated company(ies).

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations which could have an adverse effect on their value or price or the income
derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies, effectively assume currency risk. SSSIL, its directors, analysts
or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any action taken on the basis of this report
including but not restricted to fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or income, etc.

SSSIL and its affiliates, officers, directors, and employees subject to the information given in the disclosures may: (a) from time to time, have long or short positions in, and buy or sell, the
securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation (financial interest)
or act as a market maker in the financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential material
conflict of interest with respect to any recommendation and related information and opinions. The views expressed are those of the analyst and the company may or may not subscribe
to the views expressed therein.

SSSIL, its affiliates and any third party involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall SSSIL, any of its affiliates or any third
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. The company accepts no liability whatsoever for the actions of
third parties. The report may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of the company, the
company has not reviewed the linked site. Accessing such website or following such link through the report or the website of the company shall be at your own risk and the company
shall have no liability arising out of, or in connection with, any such referenced website.

SSSIL will not be liable for any delay or any other interruption which may occur in presenting the data due to any technical glitch to present the data. In no event shall SSSIL be liable for
any damages, including without limitation, direct or indirect, special, incidental, or consequential damages, losses or expenses arising in connection with the data presented by SSSIL
through this presentation.

SSSIL or any of its other group companies or associates will not be responsible for any decisions taken on the basis of this report. Investors are advised to consult their investment
and tax consultants before taking any investment decisions based on this report.

Registration granted by SEBI to SSSIL and certification from NISM to the analyst in no way guarantee performance of SSSIL or to provide any assurance of returns to investors.
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