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 Tata Consultancy Services: We maintain ADD on TCS, following a strong 

4Q performance, robust growth indicators, and positive commentary (3-5 

years structural growth drivers). The near-term growth visibility is high, 

supported by strong bookings (4Q book-to-bill higher than FY20 and 

9MFY21 book-to-bill) and higher mix of smaller deals. We believe TCS’ 

calibrated focus on upstream/consulting business will increase its 

addressable market. The industry-leading execution continues with markers 

such as decline in attrition (though uptick in sub-con), reversion to normal 

wage cycle, and investments in up-skilling (enabling partnerships, solution 

expertise). TCS’ commentary on supply-side (no concerns) was a contrast to 

Accenture’s commentary (reversion of attrition to pre-COVID level), and we 

believe that the uptick in demand will increase the attrition differential 

within the sector. Core verticals look healthy with strong bookings in BFSI 

and Retail & CPG (both in value and volume terms). Our target price of INR 

3,470 is based on 28x Mar-23E EPS with EPS CAGR at 17% over FY21-23E. 
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Tata Consultancy Services 

Strong progression 

We maintain ADD on TCS, following a strong 4Q performance, robust growth 

indicators, and positive commentary (3-5 years structural growth drivers). The 

near-term growth visibility is high, supported by strong bookings (4Q book-

to-bill higher than FY20 and 9MFY21 book-to-bill) and higher mix of smaller 

deals. We believe TCS’ calibrated focus on upstream/consulting business will 

increase its addressable market. The industry-leading execution continues 

with markers such as decline in attrition (though uptick in sub-con), reversion 

to normal wage cycle, and investments in up-skilling (enabling partnerships, 

solution expertise). TCS’ commentary on supply-side (no concerns) was a 

contrast to Accenture’s commentary (reversion of attrition to pre-COVID 

level), and we believe that the uptick in demand will increase the attrition 

differential within the sector. Core verticals look healthy with strong 

bookings in BFSI and Retail & CPG (both in value and volume terms). Our 

target price of INR 3,470 is based on 28x Mar-23E EPS with EPS CAGR at 17% 

over FY21-23E. 

 4QFY21 highlights: (1) Revenue came at the highest ever 4Q in the past ten 

years at 4.2% QoQ CC (5.9% YoY). (2) EBIT margin hit a 22-quarter high at 

26.8%, +23bps QoQ supported by higher gross margin, offset by higher sub-

con. (3) Net addition was robust in 4Q at 19,388. (4) BFSI and Retail & CPG 

verticals grew 7% QoQ and 4% QoQ in CC terms, supported by ramp-up of 

large deal wins and strong bookings during the quarter. (5) Deal TCV of 

USD 9.2bn (book-to-bill 1.54x) included NorthAm bookings at USD 4.2bn, 

BFSI bookings at USD 3.9bn, and Retail & CPG bookings at USD 4.2bn.   

 Outlook: Accelerated cloud adoption, vendor consolidation, and uptick in 

transformational deals will support the flight to quality. We have factored in 

USD revenue growth of 15.9%/10.9% for FY22/23E with 1QFY22 at 3.1% 

QoQ. EBIT margin for TCS is factored in at 26.4%/27.5% for FY22/23E. 

Valuations are at 30.4/26.2x with FY21-23E EPS CAGR at 17%. 

Quarterly financial summary 

YE March (INR bn) 
4Q 

FY21 

4Q 

FY20 

YoY 

(%) 

3Q 

FY21 

QoQ 

(%) 
FY19 FY20 FY21 FY22E FY23E 

Revenue (USD mn) 5,989 5,444 10.0 5,702 5.0 20,913 22,032 22,174 25,703 28,511 

Net Sales 437.05 399.46 9.4 420.15 4.0 1,464.63 1,569.49 1,641.77 1,892.68 2,138.31 

EBIT 117.34 100.25 17.0 111.84 4.9 374.50 385.80 424.81 500.30 588.14 

APAT 92.46 80.49 14.9 87.01 6.3 314.72 323.40 333.56 394.94 458.51 

Diluted EPS (INR) 25.0 21.8 14.9 23.5 6.3 85.1 87.4 90.2 106.8 124.0 

P/E (x) 
     

38.2 37.1 36.0 30.4 26.2 

EV / EBITDA (x) 
     

30.1 27.9 25.1 21.4 18.2 

RoE (%) 
     

36.1 37.3 39.1 44.3 47.8 

Source: Company, HSIE Research, Consolidated Financials 

 

Change in estimates 
YE March  

(INR bn) 

FY21E 

Old 

FY21 

Revised 

Change 

% 

FY22E 

Old 

FY22E 

Revised 

Change 

% 

FY23E 

Old 

FY23E 

Revised 

Change 

% 

Revenue (USD mn) 22,142 22,174 0.1 25,430 25,703 1.1 28,207 28,511 1.1 

Revenue 1,638.42 1,641.77 0.2 1,872.52 1,892.68 1.1 2,115.56 2,138.31 1.1 

EBIT  422.82 424.81 0.5 492.54 500.30 1.6 579.75 588.14 1.4 

EBIT margin (%) 25.8 25.9 7bps 26.3 26.4 13bps 27.4 27.5 10bps 

APAT 329.36 333.56 1.3 390.62 394.94 1.1 457.25 458.51 0.3 

EPS (INR) 89.0 90.2 1.3 105.6 106.8 1.1 123.6 124.0 0.3 

Source: Company, HSIE Research  

ADD 

CMP (as on 12 Apr 2021) INR 3,247 

Target Price INR 3,470 

NIFTY 14,311 

 

KEY 

CHANGES 
OLD NEW 

Rating ADD ADD 

Price Target INR 3,460 INR 3,470 

EPS % 
FY22E FY23E 

+1.1 +0.3 

 

KEY STOCK DATA 

Bloomberg code TCS IN 

No. of Shares (mn) 3,699 

MCap (Rs bn) / ($ mn) 12,009/1,65,165 

6m avg traded value (Rs mn) 10,917 

52 Week high / low            Rs 3,359/1,675 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) 2.3 14.7 83.8 

Relative (%) 5.6 (3.2) 30.1 

 

SHAREHOLDING PATTERN (%) 

 Dec-20 Mar-21 

Promoters 72.05 72.19 

FIs & Local MFs 7.72 7.82 

FPIs 15.88 15.62 

Public & Others 4.35 4.37 

Pledged Shares 2.12 0.34 

Source : BSE   

Pledged shares as % of total shares 

Apurva Prasad 

apurva.prasad@hdfcsec.com 

+91-22-6171-7327 

 

Amit Chandra 

amit.chandra@hdfcsec.com 

+91-22-6171-7345 

 

Vinesh Vala 

vinesh.vala@hdfcsec.com 

+91-22-6171-7332 
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Rating Criteria   

BUY: >+15% return potential 

ADD: +5% to +15% return potential 

REDUCE: -10% to +5% return potential 

SELL:   > 10% Downside return potential 

 

 
 
Disclosure:  

Analyst Company Covered Qualification Any holding in the stock 

Apurva Prasad Tata Consultancy Services MBA NO 

Amit Chandra Tata Consultancy Services MBA NO 

Vinesh Vala Tata Consultancy Services MBA NO 
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