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Our Recommendation: From a long-term perspective, we

believe TCS outshines its peer companies by building a resilient

Face Value (Rs.) 1.00 business model and by securing long-term contracts and

EPS (TTM) 105 procuring new ones with world’s leading brands. With the

52-WeekHigh/Low 4046/3004 robust Q4 results and 15-20% multi-year growth in digital

M.Cap (Rs. in Cr.) 1,302,256 technologies, we belitleve TFIS will be the key beneficia.ry. Thus,

P/E Ratio (TTM) ” we recommend BUY in price range Rs. 3425-3500 with target
price 4000 (upside 18%).

Sector P/E 34.7

P/BRatio (calcat CMP) 14.7 Investment Rationale:

Dividend Yield (%) 1.05 About Company: TCS is an IT services, consulting and business

Enterprise value (Rs. in Cr.) 1,291,853 solutions providing organization. The company has been partnering

with many of the world’s largest businesses. TCS offers a consulting-
led, cognitive powered, integrated portfolio of IT, business &
technology services, and engineering. These services are delivered
through its unique Global Network Delivery Model. The company has
expertise in different set of industries like Banking, Financial Services,
communication and media, life sciences, manufacturing healthcare,
energy, retail and CPG and others. The company operates in many
continents but North America and Europe has been the biggest
contributor in revenues.

SHAREHOLDING PATTERN

@ Promoater

®F .
o Q4FY22 results: Strong Q4 results led by all-round growth across

® Public business verticals and stable deals win. Company created a milestone
with revenue crossing Rs 50,000 Cr and profit is close to Rs 10,000.
o Consolidated revenue for TCS during Q4 stood at Rs 50,591
crore, up 16 percent from the year-ago.
e Consolidated net profit of Rs 9,926 crore, a jump of 7.35 per cent
on a year-on-year basis.
e Consolidated operating income increased 6.79 per cent to Rs
12,383 crore against Rs 11,596 crore earlier.
e EPSincreased to Rs 26.85 compared with Rs 24.97 at the end of

FINANCIAL PERFORMANCE the March 2021 quarter.
ACTUAL FORECAST
FYMar-21 | FYMar-22 | FYMar-23 Key Highlights: '
Sales (Rs. bn) 1918 7275 2520 e TCS rep.OI.‘ted highest ever t(?tal contract value for Q4 worth
$11.3 billion. For the financial year FY22, orders stood at $34.6
EBIT (Rs. bn) 485 555 655 billion.

EBIT margin 25.28 25.0 26.0 e  Growth in all verticals reported led by retail and CPG (up 22.1
PAT (Rs. bn) 384 450 515 %), manufacturing vertical (up 19 %) and communications and
EPS (Rs) 104 123 140 media (up 18.7%), Technology and services (up 18 %) and life
ROE 43.7 49.5 os sciences and healthcare (up 16.4 %) while BFSI (up 12.9 %).
ppapa Py m e e Business from North America grew by 18.7%, followed UK grew

- by 13 %, and Continental Europe grew by 10.1%. Among
DPS 111 98.5 115 emerging markets, Latin America grew by 20.6 %, Middle East &
P/E 35.3 30 26 Africa grew by 7.3 %), India grew by 7 %, and Asia Pacific is up

5.5 %.
e High attrition rate was noted of 17.4% that affected the margins.
Total expenditure also increased by 18.74% to Rs 37,963.
e The boards of directors have proposed a Final dividend of Rs 22
per equity share.

J ‘/,NV“\/‘JL IW/\/ 4 Risks:
- F W \ e  High attrition rate could affect the margins.

M\N“/ ¢ Increase in employee expense to reduce retention.
°

Price performance over 1-year

Competition from peers like Infosys and Wipro.
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Financials and Valuations

Consolidated Income Statement (Rs. bn
Y/E March FY17 FY18 FY19 FY20 FY21 FY22

Revenue 1,180 1,231 1,465 1,569 1,642 1,918
Growth (%) 8.6 4.4 19 7.2 4.6 16.8
Cost of Services 669 713 852 923 971 1,146
SG&A Expenses 208 213 239 260 246 287
EBITDA 323 325 395 421 465 532
As a percentage of Revenue 27.4 26.4 27 26.8 28.4 27.8
Depreciation 20 20 21 35 41 48
EBIT 303 305 375 386 425 485
As a percentage of Revenue 25.7 24.8 25.6 24.6 25.9 25.3
Other Income 42 36 41 37 25 32
PBT 345 341 416 422 450 517
Tax 82 82 100 98 115 132
Rate (%) 23.6 24.1 24.1 23.2 25.5 25.6
PAT 264 259 316 324 335 384
Extraordinary Gains/Losses 0 0 0 0 -10 0
Adjusted PAT 264 259 316 324 326 384
Minority Interest 1 1 1 1 1 1
Reported PAT 263 258 315 323 324 383
Growth (%) 8.6 -1.8 21.9 2.8 0.3 18.2

Consolidated Balance Sheet (Rs. bn)

Y/E March FY17 FY18 FY19 FY20 FY21 FY22
Equity capital 2 2 4 4 4 4
Reserves & Surplus 860 849 891 838 861 888
Net Worth 862 851 894 841 864 891
Minority Interest and Others 25 33 34 97 102 100
Loans 1 1 0 0 0 0
Capital Employed 888 885 929 938 966 992
Gross Block 247 266 287 408 449 502
Depreciation 131 151 171 207 247 295
Net Block 116 115 116 201 201 207
Intangibles 44 52 44 45 57 55
Other LT assets 67 84 69 60 56 70
Current Assets 805 812 921 902 993 1,083
Debtors 280 316 325 363 367 418
Cash and Bank Balance 41 49 72 97 69 125
Investments 416 380 347 261 316 360
Other Current Assets 67 67 177 182 241 180
Current Liabilities and Provisions 145 178 221 271 342 424
Net Current Assets 660 634 700 632 651 660
Application of Funds 887 885 929 938 966 992
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Key Ratios
Y/E March FY17 FY18 FY19 FY20 FY21 FY22
Efficiency Ratios
EPS 66.7 67.61 83.93 86.24 86.7 104
Cash EPS 71.8 72.2 87.6 95.6 97.6 117
EBITDA margin (%) 29 29.37 29.92 29.76 30.26 29.76
EBIT margin (%) 27 27.74 28.51 27.51 27.04 27.36
Book Value per share 218.8 220.9 233.8 224.2 231.1 241.8
DPS 27.5 70.7 76.9 714 97.2 100.9
Payout (%) 41.2 105.6 93.5 82.8 112.1 97.1
Valuation (x)
P/E 55.4 55.2 44.9 42.9 42.6 35.3
EV/EBITDA 45 43.7 35.6 32.7 29.5 25.4
EV/Sales 12.3 11.5 9.6 8.8 8.4 7
Price/Book Value 16.9 16.7 15.8 16.5 16 15.3
Dividend Yield (%) 0.7 1.9 2.1 1.9 2.6 2.7
Return Ratios (%)
RoE 34.7 30.1 36.1 37.3 38 43.7
RoCE 29.7 26.1 31.4 31.7 33.2 36.8
RoA 25 25.46 29.34 28.17 26.59 29.06
Solvency Ratios
Debt to Equity ratio 0 0 0 0 0.1 0.1
Current ratio 4.5 4.56 4.17 3.33 291 2.56
Quick ratio 4.2 4.55 1.17 3.33 2.91 2.56
Cash Flow Statement (Rs. bn)
Y/E March FY17 FY18 FY19 FY20 FY21 FY22
Cash Flow from Operations 259 282 308 370 379 427
Cash for Working Capital -6 0 -22 -47 9 -28
Net Operating Cash Flow 252 282 286 324 388 399
Net Purchase of FA -20 -19 -21 -32 -32 -30
Free Cash Flow 232 263 265 291 356 370
Net Purchase of Investment -147 16 36 118 -50 21
Net Cash from Investment -167 -3 16 86 -81 -9
Proceeds from Equity Issues -1 0 0 0 0 0
Proceeds from LTB/STB 0 0 -2 -13 -211 -195
Others 0 0 -2 -9 -6 -7
Dividend Payments -110 -268 -275 -377 -109 -134
Cash Flow from Finance -110 -268 -279 -399 -326 -336
Net Cash Flow -27 13 23 14 -18 56
Opening Cash Balance 68 41 54 77 91 73
Add: Net Cash -27 13 23 14 -18 56
Closing Cash Balance 41 54 77 91 73 130
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Revenue break-up Geography wise

Geographies Contribution QoQ
[») (1)

: to revenue (%) growth (%) North-America is the biggest contributor
North America 51.6 4.5 to revenue followed by UK and Continental Europe.
Latin America 1.7 2.6 Continental Europe has shown de-growth due to Russia-
UK 15.6 2.6 Ukraine war.
Continental Europe 15.5 -0.6
India 5.1 -4.8
Asia Pacific 8.5 1.4
MEA 2 8

Vertical wise break-up

Verticals Contribution QoQ
to revenue (%) growth (%)
BFSI 31.9 2 BFSI, Retail and CPG as well as manufacturing and
Retail and CPG 15.4 9 life sciences drive growth
Communications and Media 6.7 4.2
Manufacturing 10 6.9
Life Sciences and Healthcare 10 4.7
Technology and Services 8.7 3.8
Regional Markets and Others 17.3 -5.6

Attrition rate (%)

20

18 17.4

16 15.3 . o
Attrition rate rose to 210 bps to 17.4% which is a

14 growing concern for entire IT industry in India.
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Contracts won on QoQ basis (bn dollars)

12 11.3

10 9.2

8.1 76 76 TCS won biggest deal in 4QFY22 worth $ 11.3
billion in the last five quarters.
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Disclosure:

We, research team at Share India Securities Ltd. (SISL), 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. SISL has no material adverse disciplinary history as on the date of publication of this report. We also certify that no part of our compensation was,
is, or will be directly or indirectly related tothe specific recommendation(s) or view(s) in this report.

We state that Research Analyst or his/her relative or SISL may have any financial interest in the subject company. Also Research Analyst or his relative or SISL or its Associate may have beneficial
ownership of 1% or more in the subject company at the end of the month immediately preceding the date of publication of the Research Report.

Further, Research Analyst or his relative or SISL or its associate a) does not have any material conflict of interest at the time of publication of the research report; b) has not managed or co-
managed public offering of securities for the subject company in the past twelve months; c) has not received any compensation for investment banking or merchant banking or brokerage services
or for any other product/s or service/s or for any other reason whatsoever from the subject company in the past twelve months; d)has not received any compensation or other benefits from the
subject company or third party in connection with the research report; e) has not served as an officer, director or employee of the subject company; and f) has not been engaged in market making
activity for the subject company.

SISLis a SEBI Registered Research Analyst having registration no. INH100005011.

Disclaimer:

This report has been prepared by SISL and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at, based
upon 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. All such information
and opinions are subject to change without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not
intended to be 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.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or located in any locality,
state, country orother jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject SISL or its affiliatesto any
registration or licensing requirementwithin such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the sender. This document may not
be reproduced, distributed or published for any purposes without prior written approval of SISL.

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.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. SISL may from time to time solicit from, or perform broking, or other services for, any company
mentioned in this mailand/or its attachments.

SISL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the company(ies) mentioned herein
or (b) be engaged inany other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed
herein or act as an advisor orlender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and
opinions.

SISL, 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 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 orincome, etc.

SISL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report, or may make sell or
purchase or otherdeals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.

SISL is a Member of National Stock Exchange of India Limited (NSE), BSE Ltd (Bombay Stock Exchange), Multi Commodity Exchange of India Limited (MCX), National Commodity and Derivatives
Exchange Limited (NCDEX), Indian Commodity Exchange Limited (ICEX) and has Depository Participant affiliation with Central Depositories Services (India) Limited (CDSL). It is a SEBI registered
Portfolio Manager and SEBI registered Research Analyst[ SEBI Reg. No.:INB/F/E 231079832, INB/F/E 011079838, IN-DP-32-2015, AMFI Reg. No. ARN: 78041, SEBI Research Analyst Reg. No.:
INH100005011, CIN - L67120GJ1994PLC115132 ].



