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Sector View: Positive

Coverage universe

Company

Birlasoft Buy
Coforge Buy
HCL Tech Buy
Infosys Buy
LTIM Buy
L&T Tech Buy
Mastek Limited Buy

Persistent Systems  Buy

TCS Buy
Tech Mahindra Buy
Wipro Buy

CMP (Rs)

380
1,832
1,601
1,531
5,833
4,263
2,229
6,371
3,119
1,495

246

450
2,133
1,893
1,850
6,827
5,000
2,692
7,295
3,900
1,804

285

Source: Company, Mirae Asset Sharekhan Research
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IT Review

Demand condition stabilizing, execution up, attractive valuation

Summary

¢ Tier-1 companies’ USD revenue growth remain muted, with growth varying from -2.7 to +5.8%. In
contrast, tier-2 IT companies clocked robust sequential revenue growth.

+ Discretionary spending remains resilient in BFSI and Utilities but soft in telecom, retail, automotive,
hi-tech, and energy

¢ Tier-1 IT companies margins remained largely positive (ex-Wipro), while deal wins were robust. We
believe Q2FY26 marked a cyclical trough for demand, but bulk of the current deceleration cycle is now
absorbed, with further material deterioration unlikely.

* We expect demand to either stabilise or improve going foward. Capping of downside risk favours
gradual recovery through FY27E. Risk-reward remains tilted to the upside. We continue to have greater
comfort on tier-1 companies and tier-2 players, given steady performance and better valuations. We
stay Positive on the sector in medium to long term.

Revenue growth for tier-1 IT firms was subdued, with y-o-y revenue growth at -2.7% to 5.8%. HCL
Technologies led the large-cap pack on CC revenue growth, while TCS clocked the weakest numbers.
Among tier-2, revenues of Persistent grew 4.4% CC, Coforge’s by 5.9% CC, with Birlasoft’s numbers
being subdued. EBIT margins improved across Tier-1 (excl. Wipro) and Tier-2 firms, on strong
operational efficiency, higher offshore mix and forex tailwinds. Deal win momentum grew strongly
for most firms, with combined wins for Tier-1 companies was up 26.1% y-o-y. HCLTech and Infosys
have raised the lower end of revenue growth guidance for FY26, while Wipro has provided relatively
steady guidance for Q3FY26 as compared to its previous quarters. Structural outlook continues to
brighten, on faster AI adoption. We anticipate a new cycle of Al-centric workloads and Al-native
deals to become a tangible revenue tailwind starting FY27E, only partially offset by concurrent AI-
driven productivity deflation on legacy services. This dynamic should drive a favourable shift in the
mix and drive incremental margin expansion over 2-3 years. Risk-reward stays tilted to the upside
and we remain comfortable on tier-1 IT companies and select tier-2 IT companies, on their steady
performance and better valuations. We stay Positive stance on the sector in medium to long term.

Revenues: Tier-1IT companies reported mixed bag of revenue growth. Infosys/HCL Tech posted revenue
growth of 2.9% and 4.6% CC y-o-y while TCS, Tech Mahindra and Wipro reported a down 3.3%, 0.3% and 2.6%
y-0-y, respectively. Among Tier-2 IT companies, Persistent Systems posted revenue growth of ~17.8% y-o-y
CC driven by robust growth in BFSI followed by Software, Hi-tech, & Emerging verticals, Coforge reported
25.7% CC y-o-y growth, led by travel, healthcare, retail and high tech contributing positively Birlasoft down
8.0% y-0-y CC. LTIM reported ~4.8% CC y-0-y.

Margins: Margin trend for Tier-1 IT companies largely remained positive (Excl. Wipro). EBIT margin for
Infosys, TCS, HCLT, and Tech Mahindra, improved ~20, 72, 110, and 104 bps g-o0-q, respectively while Wipro
saw a sequential decline of ~70bps. The improvement in margins were largely led by overall improvement
in operating efficiency, higher offshore, and forex tailwinds. Most Tier-2 IT companies reported sequential
improvement in margins, with LTIMindtree improving 160bps driven by its fit-for-future initiative and forex.
PSYS margins improved ~80bps g-0-q driven by favorable currency movement, lower software licensing
costs, and higher offshore activities. Coforge and Birlasoft improved ~80/ 380 g-o0-q, respectively.

Deal win momentum and FY26 guidance: Deal win momentum picked up. Combined deal wins TCV for Tier-
1 companies was up 26.1% y-o-y. Deal win for TCS, Infosys, Tech Mahindra, Wipro, HCLT grew 16.3%, 27.6%,
35.3%, 91.6%, and 15.8%, respectively. Among Tier-2 IT companies, TTM TCV for Persistent and Coforge grew
15.2% /24.9% y-o-y, respectively. Deal wins are mostly driven by cost takeout, vendor consolidation, and AI
led deals. HCL Technologies raised service revenue growth guidance to 4-5% in CC terms from 3-5%, while
maintaining EBIT margin at 17-18% for FY26, while Infosys raised revenue growth guidance to 2-3% in CC
terms from 1-3% for FY26 with EBIT margin guidance at 20-22%. Wipro provided IT services revenue growth
guidance of -0.5% to +1.5% in CC terms for Q3FY26, excluding any revenue expected from the acquisition of
Harman Digital Transformation Solutions.

Valuation:

The Nifty ITindex underperformed (down ~11.4%) versus the Nifty (up~11.5%) over the past year, largely due
to cautious discretionary spending with many verticals seeing global headwinds like manufacturing, retail,
and telecom, with BFSI providing some level of support. IT services majors are guiding cautiously optimistic
revenue growth for FY26E, underpinned by healthy deal pipelines and large-deal momentum. With the
current valuation multiple already embedding a deeply pessimistic demand outlook, further material
derating appears limited. Barring a significant macro shock, we expect demand to stabilise, followed by a
meaningful inflection in CY26E as enterprise budget flushes resume and deferred programs are released.
We see a structural re-acceleration ahead, fueled by an emerging wave of Al-native workloads and Al-first
deals that should deliver clear revenue uplift from FY27E onwards. Productivity-driven pricing pressure
on legacy services will provide only a partial offset, resulting in positive revenue mix shift and incremental
margin leverage through FY27-28E. At current levels, risk-reward is strongly skewed to the upside. We
remain overweight Tier-1 Indian IT and Tier-2 names on the back of resilient execution and undemanding
valuations.

Key risks:

1) Rupee appreciation and/or adverse cross-currency movements, persisting macro headwinds, and
recession in the US can moderate the pace of technology spending.

Preferred Picks:

Large caps: Pecking order: TCS, Infosys, HCL Tech, and Tech Mahindra
Mid-caps: Pecking order: Persistent Systems, Coforge and LTIMindTree

Sector Update
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Highlights of quarterly performance

Quarterly revenue growth of Tier-1 IT companies (on reported basis): Rs cr
Quarter Q2FY23 | Q3FY23| Q4FY23| Q1FY24| Q2FY24| Q3FY24| Q4FY24| Q1FY25| Q2FY25| Q3FY25| Q4FY25| Q1FY26| Q2FY26
ended

Infosys 4,555.0 4,659.0 4,554.0 4,617.0 4,718.0 4,663.0 4,564.0 4,714.0 4,894.0 4,939.0 4,730.0 49410 5,076.0
g-0-q (%) 2.5 2.3 (2.3) 1.4 2.2 (1.2) (2.1) 3.3 3.8 0.9 (4.2) 4.5 2.7
TCS 6,877.0 7,075.0 7,195.0 7,226.0 7,210.0 7,2821 7,363.0 75050 7,670.0 7,539.0 7465.0 74210 7,466.0
g-0-q (%) 1.4 2.9 1.7 0.4 (0.2) 1.0 1.1 1.9 2.2 (1.7) (1.0) (0.6) 0.6
WIPRO 2,797.7 28035 2823.0 27785 2,713.3 2,656.1 2,657.4 26259 2,660.1 2,629.1 2596.5 25874 2,604.3
g-o0-q (%) 2.3 0.2 0.7 (1.6) (2.3) (2.1) 0.0 (1.2) 1.3 (1.2) (1.2) (0.4) 0.7
HCL 3,082.1 3,244.0 3,234.6 3,200.0 3,224.7 3,415.0 3,4299 3,363.8 3,445.2 3,533.0 3,498.0 3,545.0 3,644.0
Technologies

g-0-q (%) 1.9 53 0.3) (1.1) 0.8 59 0.4 (1.9 24 2.5 (1.0 1.3 2.8
Tech 1,638.0 1,668.0 1,667.6 1,600.7 15552 1,573.0 1,548.2 1,559.0 1,588.7 1,567.5 1,549.0 1,564.4 1,586.0
Mahindra

g-0-q (%) 0.3 1.8 (0.0 (4.0 (2.8) 1.1 (1.6) 0.7 1.9 (1.3) (1.2) 1.0 1.4
Total 18,949.8 19,449.5 19,474.2 19,422.2 19,421.2 19,589.2 19,562.5 19,767.7 20,258.0 20,207.6 19,838.5 20,058.8 20,376.3
Revenue

q-0-q (%) 1.8 26 0.1 (0.3) (0.0) 0.9 (0.1) 1.0 2.5 (0.2) (1.8) 1.1 1.6
Source: Company; Mirae Asset Sharekhan Research

Quarterly y-o-y USD revenue growth (%) Rs cr
Quarter Q2FY23 | Q3FY23| Q4FY23| Q1FY24| Q2FY24| Q3FY24| Q4FY24| Q1FY25| Q2FY25| Q3FY25| Q4FY25| Q1FY26| Q2FY26
Ended

Infosys 13.9 9.6 6.4 3.9 3.6 0.1 0.2 2.1 3.7 5.9 3.6 4.8 3.7
TCS 8.6 8.4 7.5 6.6 4.8 2.9 2.3 3.9 6.4 35 1.4 -1.1 (2.7)
Wipro 8.4 6.2 3.7 1.6 -3.0 -5.3 -5.9 -5.5 -2.0 -1.0 -2.3 -1.5 (2.1)
HCL Tech 10.4 9.0 8.1 5.8 4.6 53 6.0 5.1 6.8 35 2.0 5.4 5.8
Tech M 11.2 8.8 3.7 -1.9 -5.1 5.7 7.2 2.6 2.2 -0.3 0.1 0.4 (0.2)
Source: Company; Mirae Asset Sharekhan Research

Quarterly CC revenue growth y-o-y Rs cr
Quarter Q2FY23 | Q3FY23| Q4FY23| Q1FY24| Q2FY24| Q3FY24| Q4FY24| Q1FY25| Q2FY25| Q3FY25| Q4FY25| Q1FY26| Q2FY26
Ended

Infosys 18.8 13.7 8.8 4.2 2.5 -1.0 0.0 2.5 3.3 6.1 4.8 3.8 2.9
TCS 15.4 13.5 10.7 7.0 2.8 1.7 2.2 4.4 5.5 4.5 2.5 -3.1 -3.3
Wipro 12.9 10.4 6.5 1.1 4.8 -6.9 -6.6 -4.9 -2.3 -0.7 -1.2 2.3 -2.0
HCL Tech 15.8 13.1 10.5 6.3 6.3 4.3 6.0 5.6 6.2 4.1 2.9 3.7 4.6
Tech M 16.8 12.70 6.30 -0.9 -5.9 -5.4 -6.4 -1.2 1.2 1.3 0.3 -1.0 -0.3
Source: Company; Mirae Asset Sharekhan Research

EBIT margin (%) trend for Tier1 IT companies Rs cr

EBIT Margin | Q2FY23 | Q3FY23 | Q4FY23| Q1FY24| Q2FY24 | Q3FY24 | Q4FY24| Q1FY25| Q2FY25| Q3FY25| Q4FY25| Q1FY26| Q2FY26

Infosys 215 215 21.0 20.8 21.2 20.5 20.1 21.1 21.1 213 21.0 20.8 21.0
q-0-q (bps) 149 -4 -47 -24 42 71 -41 99 2 24 -39 -15 20
TCS 24.0 245 245 232 243 25.0 26.0 247 24.1 245 242 245 25.2
q-0-q (bps) 91 52 4 32 110 75 98 -133 -60 43 -30 26 72
Wipro (IT) 15.1 16.3 16.3 160  16.10 16.0 16.4 16.5 16.8 17.5 17.5 17.3 16.6
q-0-q (bps) 16 115 7 -29 5 -1 40 7 35 68 0 -23 -67
HCL Tech 17.9 19.6 18.2 17.0 18.5 19.7 17.6 171 18.6 19.5 18.0 16.3 17.4
q-0-q (bps) 92 165 -141 122 154 124 213 -51 148 90  -148 171 112
Tech M 1.4 12.0 1.2 6.8 47 5.4 7.4 85 9.6 10.2 105 1.1 121
q-0-q (bps) 32 62 -83 438 -206 65 199 112 114 55 34 56 104

Source: Company; Mirae Asset Sharekhan Research
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Net Hiring and Attrition Trend
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Top five Indian IT companies: Net headcount additions

oo
100 -~ S
80
60
40
o
[=4
o
20
(0)
N
-20 i o :
=) 2
R s N
— — -~
-40 - o ' '
— — — ~ ~ o~ ~ on o o on <t < < s LN 7o) LN LN © ©
N o~ o~ N o~ o~ o~ o~ o~ N o~ o~ N N o~ N o~ o~ N o~ o~
> > > > > > > > > > > > > > > > > > > > >
[ [ [ -~ [N [ [ [ [ S5, [ [ [~ [N, [ [ [~ [S = [ [ [ [ ==, [
o~ on < ) o~ on < i o~ on < ) o~ on < o) o~ on < ) o~
(e} g o (o4 g o g g o (o4 g o (e} g o (o4 g o (o4 g o

Source: Company; Mirae Asset Sharekhan Research
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Our view on the coverage universe

EPS (Rs.) P/E (x)
Particulars G E P FY25 ‘ FY26E ‘ FY27E ‘ FY28E ‘ FY25 ‘ FY26E ‘ FY27E ‘ FY28E
Birlasoft Buy 380 450 18.3 15.0 21.0 23.6 20.9 25.5 18.1 16.2
Coforge Buy 1,832 2,133 29.6 47.3 57.3 70.1 54.7 38.2 31.6 25.8
HCL Tech Buy 1,601 1,893 64.1 64.6 71.5 75.1 253 24.9 22.5 21.5
Infosys Buy 1,531 1,850 64.5 67.1 61.9 66.4 23.2 23.1 25.0 233
LTIM Buy 5,833 6,827 155.0 178.1 207.6 232.9 334 33.2 28.5 25.4
L&T Tech Buy 4,263 5,000 119.4 134.9 146.5 175.3 354 36.2 32.0 29.5
Mastek Limited Buy 2,229 2,692 118.1 120.0 150.6 180.9 18..5 18.7 14.9 12.4
Persistent Systems Buy 6,371 7,295 90.6 123.4 149.5 184.7 71.2 60.7 51.6 42.6
TCS Buy 3,119 3,900 134.2 147.0 153.2 165.4 23.1 21.4 20.5 19.0
Tech Mahindra Buy 1,495 1,804 49.3 60.3 75.3 84.9 28.8 24.8 19.8 17.6
Wipro Buy 246 285 12.5 12.9 13.6 13.9 20.9 19.1 18.1 17.8

Source: Company, Mirae Asset Sharekhan Research; UR - Under Review

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, Fax No. 61169699.

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
For any complaints/ grievances, email us at igc@sharekhan.com, or you may even call the Customer Service desk on 022-41523200/ 022-61151111.
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