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Another strong quarter... Outlook positive

CMP: Rs.2,443 TCS’s 1QFY15 performance was better than our and consensus estimates on
revenue and operating margins front. TCS reported $ revenue growth of 5.5%
QoQ and 16.7% yoy. In rupee terms revenues were 2.6% higher QoQ at Rs
Recommendation: Neutral 22,111cr. Volume growth during the quarter was at 5.66%, while realizations

Target Price: Rs.2,557

declined 1.09%. Business across geographies, except MEA, increased on QoQ
basis. EBIT margins dipped 285bps QoQ to 26.3%, while profit after tax

Stock Info )
BSE Group A declined by 4.5% QoQ to Rs 5,058cr.
BSE Code 532540 . . . . . o .
Utilizations levels (ex trainees) were at all time high of 85.3%, while including
NSE Symbol TCS . , e e L.
trainee’s utilization level was at 79.8%. Employee attrition level was 12%.
Bloomberg TES.IN Company added 4,967 employees on net basis. Gross employee additions were
Reuters TCS.BO at 15,817.
BSE Sensex 25,642
NSE Nifty 7,664 Number of clients in $100mn and above category remained constant on QoQ
basis at 24, however clients in $50mn to $100mn bucket increased from 136 to
144 on QoQ basis.
Market Info
Market Capital Rs.4,78,510cr Concall Update:
Equity Capital Rs.195.9¢r . I\/'Ianzilgement exp.ects FY15 to be. bette'r. than FY14 due to 1) order
pipeline 2) deal wins and 3) execution ability.
Avg. Trading Vol. 14,40,300 .
e TCSwon 7 large deals during the quarter.
52 Wk High/ Low 2492/1645

e Margins were impacted by 1) Wage hike (-219bps). 2) Rupee

el = appreciation (-73bps). 3) One time depreciation charge of Rs 179 crs (-
79bps) and 4) Better efficiency (+87bps).

e Margins to remain in the range of 26-28%.

Shareholding Pattern (%) (June 2014) e 55,000 employees to be added in FY15.
Promoters 73.9

Domestic Institutions 5.1

Foreign Institutions 16.5 Valuations

We believe, TCS will continue to deliver stellar performance every quarter with
consistent client wins and improving global economic scenario. We estimate
FY16 revenue/earnings to record a CAGR of 17%/14.5%. We have valued stock
at P/E(x) of 20x (premium to its peers) it’s FY16 EPS and have arrived at a fair

Public & Others 4.5

g 10 value of Rs 2,557. Recommend ‘Neutral’rating on the stock, post the run-up in
T 13) .
E the price.
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Y0 Y/E March, (Rs. in Cr) FY13 FY14 FY15E FY16E
R 5 Net Revenue 62990 81809 95175 111700
03-08-13 02-11-13 01-01-14 02-03-14 D1-05-14 30-06-14 Growth % 28.8 29.9 16.3 17.4
Date Net Profit 13921 19117 22141 25045
—— Tata Consultancy Services Ltd, Growth % 35.5 37.2 15.8 13.1
= Sensex EPS 71.1 97.6 113.0 127.8
P/E(x) 34.4 25.0 21.6 19.1
ROANW 37.2 40.1 36.6 33.3
th
21" July, 2014 ROACE 47.0 52.1 47.7 a4.5

Source: Company data, Arihant Research
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USD Revenues (USD Mn) 3,694 3,165 16.7 3,503 5.5
Revenues 22,111 17,987 22.9 21,551 2.6
Cost of services 11,864 9,489 25.0 11,217 5.8
Gross Profits 10,247 8,498 20.6 10,334 -0.8
SG&A Expenses 4,053 3,454 17.3 3,806 6.5
EBIDTA 6,194 5,044 22.8 6,528 -5.1
Depreciation 379 181 109.4 247 53.4
EBIT 5,815 4,863 19.6 6,281 -7.4
Other Income 815 442 84.3 699 16.6
PBT 6,630 5,305 25.0 6,980 -5.0
Income tax expense 1,531 1,231 24.4 1,631 -6.1
Minority Interest/Non rec 41 87 52

PAT 5,058 3,987 26.9 5,297 -4.5
EPS 25.82 20.37 26.8 27.04 -4.5
EBITDA Margins (%) 28.01 28.04 30.29

EBIT Margins (%) 26.30 27.03 29.14

Net Margins (%) 22.87 22.16 24.58

Source: Company data, Arihant Research
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Stock Rating Scale
Absolute Return

BUY >20

ACCUMULATE 12-20

HOLD 5-12

NEUTRAL 0-5

REDUCE <0
Disclaimer:

This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation for the purchase and sale of
any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly available information, internally developed data
and other sources believed to be reliable. Whilst meticulous care has been taken to ensure that the facts stated are accurate and opinions given are fair
and reasonable, neither the analyst nor any employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness
guaranteed. 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.
The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in
related investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is based,
before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision taken by the reader of
this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. No matter contained in this document may be reproduced or copied without the consent of the firm.
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