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HCL Technologies Ltd

AI tailwinds brighten growth path

Reco/View: BUY CMP: Rs. 1,668 Price Target: Rs. 1,893

Quick Snapshot

e Q3FY26 revenue stood at $3,793 million, up 4.2% g-0-q (+4.8% y-0-y) in CC terms.

e Demand for AI capabilities remains robust for advanced Al capabilities like Physical
AI and Al Factory, tied to AI Capex cycles, with Al integration in system processes
leading the charge.

e EBIT Margin up sharply by 118 bps (ex-restructuring costs) to 19.4%. Twelve-month
deal pipeline breached $10 billion threshold.

e We roll forward our valuation to Dec-2028 with a Buy rating and reiterate our price
target of Rs. 1,893.

Result overview

e Services revenue grew by 1.8% g-0-g/ 5.0%y-0-y in CC terms while IT and business
services grew 3.8% y-o-y and grew 1.5% g-0-q in CC terms. HCL Software business
grew 28.1% q-0-q/3.1% y-0-y in CC terms.

e Numbers normalised to exclude a Rs. 956 crore one-time regulatory charge related to
the New Labour Codes, which impacted net income by Rs. 719 crore.

e EBIT Margin stood at 18.6% (including restructuring costs but excl. one-off impact
from labor code) up 118 bps g-o0-q. Excluding restructuring costs, EBIT Margin
declined marginally by 13bps y-o-y to 19.4%, indicating underlying operational
resilience despite ongoing investments and cost pressures.

e Services business margin came in at 16.4%, down 7bps g-o0-q (down 109bps y-0-y),
mainly driven by headwinds from wage hike (-80bps), furloughs (-45bps), and
restructuring (-26bps), partially offset by tailwinds arising from currency movement
(+40bps) and higher utilization from Project Actian(+104bps).

o Guidance: Services revenue growth guidance raised to 4.75-5.25% and company-
level growth to 4-4.5% in CC terms. EBIT margin outlook steady at 17-18%, despite
restructuring costs; the conservative guidance provides further upside potential as
it excludes contributions from three major recent acquisitions HPE's Telco Solutions,
Jaspersoft, and Wobby.

e Advanced Al revenue stood at $146 million, up 19.9% g-0-q CC, led by strong uptick
in agentic, Physical AL, and AI factory programs. Key growth levers include scaling
of Al-integrated hardware (Physical AI) and custom silicon engineering, alongside a
healthy pipeline of enterprise modernisation programs.

Our Call

Valuation & Outlook - HCL Tech is emerging as a clear leader for Al-driven solutions.
Despite persistent macro headwinds constraining traditional discretionary spend,
the company’s strong $3 billion Q3 bookings, LTM pipeline exceeding $10 billion, and
large Al-led mega deals (including a $473M apparel retailer engagement) highlight Al
as the primary driver of sustained revenue acceleration. With continued investments
in proprietary platforms (Al Force 2.0), strategic partnerships (Nvidia, OpenAl,
hyperscalers), and foundational Al infrastructure services tied to CapEx cycles, HCLTech
is well-positioned to outpace peers in revenue growth through FY27, supported by
improving margins, disciplined execution, and superior utilization. We roll forward our
valuation to Dec-2028 with a Buy rating and reiterate our price target of Rs. 1,893. At
CMP, the company trades at a PE of 22.8x and 21.1x on FY27E and FY28E, respectively.

Key Risks
Slowdown in Al adoption, a strong rupees, global macroeconomic uncertainties.

Valuation (consolidated) Rs cr
Particulars FY25 FY26E FY27E FY28E
Net sales (Rs cr) 1,17,055 1,29,837 1,40,832 1,50,074
EBITDA Margin (%) 21.8 21.0 21.6 21.9
Net profit (Rs cr) 17,391 17,558 19,850 21,467
% YoY growth 10.8 1.0 13.0 8.1
EPS (Rs) 64.1 64.7 73.2 79.1
PER 24.8 25.8 22.8 21.1
P/B (x) 6.2 6.1 5.7 5.4
EV/EBITDA 16.7 16.3 14.4 13.2
ROE (%) 25.2 24.4 25.9 26.3
ROCE (%) 28.3 27.4 29.2 29.9

Source: Company; Mirae Asset Sharekhan estimates
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Concall / Result highlights:
Four pillars of AI Strategy:

The management outlined a robust Al-focused growth strategy built around four key pillars. These are designed to capitalise
on the booming demand for Al solutions, driving revenue acceleration, margin expansion, and a competitive positioning in a
market projected to grow exponentially.

Transforming core services
e Embedding GenAl into existing services to modernise legacy deals, boost efficiency, and drive higher-value revenue.

« Developing Differentiated IP: Building differentiated tools like Al Force 2.0 for premium pricing, recurring income, and a
strong competitive moat.

e Launching AI-Led Offerings Through Ecosystem Partnerships: Collaborating with Nvidia, AWS, Azure, Dell, etc., to launch
joint AI factories and solutions — faster growth with lower R&D cost.

¢ Strengthening Talent Supply Chain: Massive upskilling (over 38,000 employees trained) + global delivery centers to scale
Al delivery profitably and capture demand.

Pivots to AI Infrastructure and Agentic AI Amid Slowdown in Traditional Spending: HCLTech management reports
a strategic shift toward high-growth AI infrastructure and “Agentic Al"” to offset a slowdown in traditional IT discretionary
spending.

Deal pipeline is robust, as company specifically targets Physical Al and Al Factory capabilities that align with current enterprise
capex trends.

By prioritizing proactive innovation and embedding advanced Al into every deal, management remains confident in driving
sustained growth and capturing value where modern spending is now concentrated.

Five out of seven verticals demonstrated growth, with BFSI and technology up 8.1% and 14.1% y-o-y, respectively. On sequential
basis, the growth was driven by manufacturing up 4.1%, Retail & CPG up 5.8%, and Public Services up 3.7% in CC.

HCL Tech posted strong deal wins at $3,097 million, up 17.0% g-o-q (+43.5% y-0-y), driven by robust traction in application and
ER&D services, accounting for 62% of the deals. Company has won a mega deal with global apparel retailer of TCV $473 million
to serve as a long-term Al technology partner.

Manufacturing Vertical: HCL Technologies’ manufacturing vertical is currently experiencing a clear bifurcation. The
automotive segment remains under pressure from ongoing tariff uncertainties, particularly in the US and Europe, leading to
subdued spending and delayed decision-making among OEMs and tier-1 suppliers. In contrast, the aerospace & defence and
engineering services sub-segments are showing steady growth momentum, supported by healthy order pipelines. Traditional
industrial manufacturing remains soft. Management views tariff-related headwinds as a persistent near-term overhang for
most clients in the vertical, implying limited scope for a sharp recovery. Overall, the manufacturing vertical is stable but lacks
strong positive catalysts until geopolitical and trade policy clarity improves.

Other Details: Headcount stood at 226,379, declining marginally by 261 on a sequential basis, with attrition rate at 12.4%.
HCLTech has declared a dividend of Rs. 20 per share. The new labour code had a one-time impact on Q3 operating margin and
net income, but the recurring impact is expected to be no more than 10 to 20 basis points year-on-year.
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Q3FY26 Result Snapshot
Particulars

Revenues In USD
Revenues In INR

Cost of revenues

Gross Profit

Research & Development
SG&A expenses

EBITDA

Depreciation

EBIT

Foreign Exchange Gain/Losses
Net Other Income

PBT

Provision for Tax
Minority Interest/Share of profits
PAT

Extraordinary items

Adj. PAT

EPS (Rs)

Margin (%)

GPM

EBITDA

EBIT

NPM

Tax Rate

Source: Company; Mirae Asset Sharekhan Research

Regional and Vertical Performance
Particulars
Revenues In USD
Geographic Mix
Americas

Europe

RoW

India

Vertical Mix
Financial services
Manufacturing
Technology & services
Retail & CPG

Telecommunications, media, publishing &

entertainment
Lifesciences & healthcare
Public services

Source: Company; Mirae Asset Sharekhan Research
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Q3FY26

3,793

33,872

22,102

11,770

521

3,837

7.412

1,127

6,285

65

245

6,465

1,664

6

4,795

0

4,795

17.7

34.7

21.9

18.6

142

25.7
Q3FY26 Q3FY25
3,793 3,533
2,135 2,102
1,051 926
486 389
125 113
800 717
713 675
539 470
376 374
474 435
546 548
345 314

Q3FY25
3,533
29,890
19,262
10,628
399
3,369
6,860
1,039
5,821
-7

304
6,132
1,538
3
4,591
0
4,591
16.9

35.6
23.0
19.5
15.4
25.1

Q3FY25

3,644

2,048
1,031
452
117

791
667
510
350

463

536
324

Q2FY26
3,644
31,942
21,044
10,898
494
3,811
6,593
1,043
5,550
53

205
5,702
1,466

1
4,235
0
4,235
15.6

34.1
20.6
17.4
13.3
25.7

Q2FY26
7.4

1.6
13.5
24.9
10.7

11.6
5.7
14.6
0.3

9.1

-0.3
9.8

YoY (%)
7.4
133
14.7
10.7
30.6
13.9
-33.7
8.5

8.0
-1028.6
-19.4
54

8.2
100.0
44

NA

44

44

-80.9
-106.8
-92.0
-120.3
65.7

YoY (%)
41

4.3
1.9
7.4
7.3

1.2
6.9
5.6
7.3

24

2.0
6.4

Rs cr
QoQ (%)
4.1
6.0
5.0
8.0
5.5
0.7
1.9
8.1
13.2
22.6
19.5
134
13.5
500.0
13.2
NA
13.2
13.2

63.0
124.2
118.0

89.8

2.8

Rs cr

QoQ (%)
7.4

1.5
4.6
22.1
15.8

8.1
1.8
14.4
-2.0

7.1

-1.4
8.0
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Charts:

Strong y-o-y CC drives growth

Delivers Sharp Sequential Margin Rebound: 19.4% Underlying
Operating Margin (ex-Restructuring)

Q3FY24
Q4FY24
Q1FY25
Q2FY25
Q3FY25
Q4FY25
Q1FY26

7.4%

Q2FY26
Q3FY26

19.7%

19.5%
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Q4FY24
Q1FY25
Q2FY25
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Q4FY25
Q1FY26
Q2FY26
Q3FY26

Source: Company; Mirae Asset Sharekhan Research

LTM Deal Pipeline Surpasses $10 Billion

New deal win TCV ($ mn)
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Source: Company; Mirae Asset Sharekhan Research

Additional Data

Top 10 shareholders

Sr. No. Holder Name

Vama Sundari Investment
HCL Holdings Pvt Ltd

LIC

Artisan Partners Ltd
HDFC Trustee

HDFC AMC

Blackrock

0o N oA WWN -

Vanguard Group

\e]

SBI Funds Management
10  ICICI Prudential AMC

Source: Bloomberg

Holding (%)

44.17
16.46
6.09
1.94
1.89
1.88
1.72
1.71
1.65
1.19

Source: Company; Mirae Asset Sharekhan Research

Key management personnel

Name Designation
C. Vijayakumar CEO & MD
Nitin Mohta Head - IR
Shiv Walia CFO

Source: Company Website

Mirae Asset Sharekhan Limited, its analyst or dependant(s) of the analyst might be holding or having a position in the companies mentioned in the article.
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DISCLAIMER

This information/document has been prepared by Sharekhan Ltd. and is intended for use only by the person or entity to which it is addressed to. This
Document may contain confidential and/or privileged material and is not for any type of circulation, and any review, retransmission, or any other use
is strictly prohibited. This information/ document is subject to change without prior notice.

Recommendation in reports based on technical and derivatives analysis is based on studying charts of a stock’s price movement, trading volume, and
outstanding positions, as opposed to focusing on a company’s fundamentals and as such, may not match with a report on a company’s fundamentals.
However, this would only apply to information/documents focused on technical and derivatives research and shall not apply to reports/documents/
information focused on fundamental research.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction. Though disseminated to all customers who are due to receive the same, not all customers may receive this report at
the same time. Mirae Asset Sharekhan will not treat recipients as customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and Mirae Asset Sharekhan has not
independently verified the accuracy and completeness of the said data and hence it should not be relied upon as such. While we would endeavour
to update the information herein on a reasonable basis, Mirae Asset Sharekhan, its subsidiaries and associated companies, their directors, and
employees (“Mirae Asset Sharekhan and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory,
compliance, or other reasons that may prevent Mirae Asset Sharekhan and its affiliates from doing so. This document is prepared for assistance
only and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients of this report should also be aware
that past performance is not necessarily a guide to future performance, and the value of investments can go down as well. The user assumes the
entire risk of any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at
an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved) and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. We do not undertake to advise you as to any change of our views. Affiliates of Mirae Asset Sharekhan may have issued other
recommendations/ reports that are inconsistent with and reach different conclusions from the information presented in this recommendations/report.

This information/recommendation/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 Mirae Asset Sharekhan and affiliates 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 a certain category of investors. Persons in whose possession this document
may come are required to inform themselves of and to observe such restrictions.

The analyst certifies that the analyst might have dealt or traded directly or indirectly in the securities of the company and that all the views expressed
in this document accurately reflect his or her personal views about the subject company or companies and its or their securities and do not necessarily
reflect those of Mirae Asset Sharekhan. The analyst and Mirae Asset Sharekhan further certifies that either he or his relatives or Mirae Asset Sharekhan
associates might have direct or indirect financial interest or might have actual or beneficial ownership of 1% or more in the securities of the company
at the end of the month immediately preceding the date of publication of the research report. The analyst and Mirae Asset Sharekhan encourage
independence in research report/ material preparation and strive to minimize conflict in the preparation of the research report. The analyst and Mirae
Asset Sharekhan do not have any material conflict of interest or have not served as officers, directors or employees or engaged in market-making
activity of the company. The analyst and Mirae Asset Sharekhan have not been a part of the team which has managed or co-managed the public
offerings of the company, and no part of the analyst's compensation was, is or will be, directly or indirectly related to specific recommendations or
views expressed in this document. Sharekhan Ltd, or its associates, or analysts have not received any compensation for investment banking, merchant
banking, brokerage services or any compensation or other benefits from the subject company or from a third party in the past twelve months in
connection with the research report.

Either Mirae Asset Sharekhan or its affiliates or its directors or employees/representatives/clients or their relatives may have position(s), make market,
act as principal or engage in transactions of purchase or sell of securities, from time to time or may be materially interested in any of the securities
or related securities referred to in this report and they may have used the information set forth herein before publication. Mirae Asset Sharekhan
may from time to time solicit from, or perform investment banking or other services for, any company mentioned herein. Without limiting any of
the foregoing, in no event shall Mirae Asset Sharekhan, 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.

Forward-looking statements (if any) are provided to allow potential investors the opportunity to understand management'’s beliefs and opinions in
respect of the future so that they may use such beliefs and opinions as one factor in evaluating an investment. These statements are not a guarantee
of future performance, and undue reliance should not be placed on them. Such forward-looking statements necessarily involve known and unknown
risks and uncertainties, which may cause actual performance and financial results in future periods to differ materially from any projections of future
performance or results expressed or implied by such forward-looking statements. Sharekhan Ltd and its affiliates undertake no obligation to update
forward-looking statements if circumstances or management’s estimates or opinions should change, except as required by applicable securities laws.
The reader/investors are cautioned not to place undue reliance on forward-looking statements and use their independent judgment before taking any
investment decision.

Investment in securities market are subject to market risks, read all the related documents carefully before investing. The securities quoted are for
illustration only and are not recommendatory. Registration granted by SEBI, and certification from NISM in no way guarantee performance of the
intermediary or provide any assurance of returns to investors.

Mirae Asset Sharekhan has been ranked as India’s No.1 Retail Broker by Asiamoney Brokers Poll 2023. For more details, visit bit.ly/AsiamoneyPoll
Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on www.sharekhan.com

Registered Office: 1st Floor, Tower No. 3, Equinox Business Park, LBS Marg, Off BKC, Kurla (West), Mumbai 400 070, Maharashtra, India.
Tel: 022-67502000.

Correspondence/Administrative Office Address - Gigaplex IT Park, Unit No 1001, 10th floor, Building No.9, TTC Industrial Area, Digha, Airoli-West, Navi
Mumbai - 400708. Tel: 022 61169000 / 61150000.

Registration and Contact Details: Name of Research Analyst - Sharekhan Limited - (AMFI-registered Mutual Fund Distributor), Research Analyst Regn
No.: INH000006183. CIN: U99999MH1995PLC087498.

SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD) / MCX - Commodity: INZ000171337; BSE - 748, NSE - 10733, MCX - 56125, DP: NSDL/CDSL-IN-DP-365-2018;
PMS: INP000005786; Mutual Fund: ARN 20669 (date of initial registration: 03/07/2004, and valid till 02/07/2026); IRDAI Registered Corporate Agent
(Composite) License No. CA0950, valid till June 13, 2027.

Compliance Officer: Mr. Joby John Meledan; Tel: 022-4657 3809; email id: complianceofficer@sharekhan.com
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