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 Tech Mahindra: Tech Mahindra (TechM) posted the lowest revenue growth 

within Tier-1 IT, but we maintain our BUY rating on the company, based on 

acceleration in net-new TCV and better margin performance. Key attributes 

that underscore our positive outlook include (1) net new TCV win of USD 

1.04bn (the highest in the past five quarters) evenly distributed across 

Telecom (Telefonica) and Enterprise verticals; (2) strong deal pipeline; (3) 

guidance of double-digit revenue growth in FY22E; (4) higher single-digit 

growth in Telecom, led by network modernisation and 5G opportunity; (5) 

double-digit growth in Enterprise, driven by Technology, BFSI and recovery 

in Manufacturing vertical; and (6) ~100 bps margin expansion in FY22E 

following a 260bps expansion in FY21. Robust cash conversion 

(OCF/EBITDA of 118%) and a special dividend of INR 15/share were 

positives. However, supply side concerns remain; any rise in attrition rate 

(delay in wage hike) in a peak utilisation environment can be challenging. 

We increase our EPS estimate by 6.1/3.2% for FY22/23E to factor in better 

growth and margin. Our target price stands at INR 1,160, based on 17x 

(~20% premium to 5Y average) FY23E EPS. The stock is currently trading at 

a P/E of 16.0/14.1x FY22/23E. 
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Tech Mahindra 

Deal wins gaining momentum 

Tech Mahindra (TechM) posted the lowest revenue growth within Tier-1 IT, 

but we maintain our BUY rating on the company, based on acceleration in net-

new TCV and better margin performance. Key attributes that underscore our 

positive outlook include (1) net new TCV win of USD 1.04bn (the highest in 

the past five quarters) evenly distributed across Telecom (Telefonica) and 

Enterprise verticals; (2) strong deal pipeline; (3) guidance of double-digit 

revenue growth in FY22E; (4) higher single-digit growth in Telecom, led by 

network modernisation and 5G opportunity; (5) double-digit growth in 

Enterprise, driven by Technology, BFSI and recovery in Manufacturing 

vertical; and (6) ~100 bps margin expansion in FY22E following a 260bps 

expansion in FY21. Robust cash conversion (OCF/EBITDA of 118%) and a 

special dividend of INR 15/share were positives. However, supply side 

concerns remain; any rise in attrition rate (delay in wage hike) in a peak 

utilisation environment can be challenging. We increase our EPS estimate by 

6.1/3.2% for FY22/23E to factor in better growth and margin. Our target price 

stands at INR 1,160, based on 17x (~20% premium to 5Y average) FY23E EPS. 

The stock is currently trading at a P/E of 16.0/14.1x FY22/23E. 

 4QFY21 highlights: (1) TechM revenue stood at USD 1,330mn +1.6% QoQ 

(vs. our estimate of USD 1,332mn); (2) Enterprise grew +1.8% QoQ (+2% in 

FY21) while Telecom grew +1.3% QoQ (-6.1% in FY21); (3) within Enterprise, 

BFSI/Manufacturing/Technology grew at +4.8/+1.6/+1.6% QoQ, while Retail 

declined 3.5% QoQ; (4) EBIT margin at 16.5% (estimate of 15.6%) was at a 

six-year high (+55bps QoQ), aided by higher offshoring, lower sub-con, 

portfolio rationalisation and higher utilisation; (5) TechM provided wage 

hike effective Apr’21, which could impact the margin in 1QFY22; and (6) 

net-new TCV improved +129% QoQ to USD 1,043mn (Telecom/Enterprise at 

USD 525/518mn). 

 Outlook: We have factored in USD revenue growth at +10.1/10.2%, factoring 

in Telecom growth at +9.4/9.2% and Enterprise growth at +10.6/10.9% over 

FY22/23E respectively. EBIT margins are estimated at 15.3/15.4% over the 

same period, translating into an EPS CAGR of 15% over FY21-23E 

(TCS/INFY/WPRO at 17/15/10% CAGR). 

Quarterly Financial summary 

YE Mar (INR bn) 
4Q 

FY21 

4Q 

FY20 

YoY 

(%) 

3Q 

FY21 

QoQ 

(%) 
FY19 FY20 FY21 FY22E FY23E 

Revenue (USD mn) 1,330 1,295 2.7 1,309 1.6 4,971 5,182 5,111 5,630 6,206 

Net Revenue 97.30 94.90 2.5 96.47 0.9 347.42 368.68 378.55 415.22 465.44 

EBIT 16.04 9.50 68.9 15.37 4.3 52.08 42.80 53.89 63.33 71.73 

APAT 11.32 8.04 40.8 13.10 (13.6) 42.98 42.51 45.06 53.02 59.81 

Diluted EPS (INR) 12.9 9.1 40.8 14.9 (13.6) 48.9 48.3 51.2 60.3 68.0 

P/E (x) 
     

19.7 19.9 18.8 16.0 14.1 

EV / EBITDA (x) 
     

12.2 13.7 10.8 9.2 8.0 

RoE (%) 
     

22.0 20.2 19.3 20.4 21.1 

Source: Company, HSIE Research, Consolidated Financials 

Change in Estimates 

YE Mar (INR Bn) 
FY21E 

Old 

FY21 

Revised 

Change 

% 

FY22E 

Old 

FY22E 

Revised 

Change 

% 

FY23E 

Old 

FY23E 

Revised 

Change 

% 

Revenue (USD mn) 5,114 5,111 (0.0) 5,510 5,630 2.2 6,000 6,206 3.4 

Revenue 378.22 378.55 0.1 405.69 415.22 2.3 450.01 465.44 3.4 

EBIT  52.97 53.89 1.7 55.98 63.33 13.1 65.05 71.73 10.3 

EBIT margin (%) 14.0 14.2 23bps 13.8 15.3 145bps 14.5 15.4 96bps 

APAT 46.87 45.06 (3.9) 49.98 53.02 6.1 57.97 59.81 3.2 

EPS (INR) 53.3 51.2 (3.9) 56.8 60.3 6.1 65.9 68.0 3.2 

Source: Company, HSIE Research  

BUY 

CMP (as on 26 Apr 2021) INR 962 

Target Price INR 1,160 

NIFTY 14,485 

 

KEY 

CHANGES 
OLD NEW 

Rating BUY BUY 

Price Target INR 1,120 INR 1,160 

EPS % 
FY22E FY23E 

+6.1 +3.2 

 

KEY STOCK DATA 

Bloomberg code TECHM IN 

No. of Shares (mn) 968 

MCap (INR bn) / ($ mn) 932/12,522 

6m avg traded value (INR mn) 4,450 

52 Week high / low            INR 1,097/481 

 

STOCK PERFORMANCE (%) 

 3M 6M 12M 

Absolute (%) (1.0) 19.7 94.8 

Relative (%) (1.1) (0.8) 40.3 

 

SHAREHOLDING PATTERN (%) 

 Dec-20 Mar-21 

Promoters 35.79 35.76 

FIs & Local MFs 13.54 14.39 

FPIs 39.04 38.31 

Public & Others 11.63 11.54 

Pledged Shares 0.00 0.00 

Source : BSE   

Pledged shares as % of total shares 
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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 

Amit Chandra Tech Mahindra MBA NO 

Apurva Prasad Tech Mahindra MBA NO 

Vinesh Vala Tech Mahindra MBA NO 
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referred to in this document (including merits and risks) and should consult their own advisors to determine merits and risks of such investment. The 
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reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, 
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or resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be 

contrary to law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.  

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to 

the attention of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in 

any manner.  

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. 

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 

should not be construed as an invitation or solicitation to do business with HSL. HSL may from time to time solicit from, or perform broking, or other services 

for, any company mentioned in this mail and/or its attachments. 

HSL 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 in any other transaction involving such securities and earn brokerage or other compensation or act as a 
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HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments 
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diminution in the NAVs, reduction in the dividend or income, etc. 
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in the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations 
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date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage 

services or other advisory service in a merger or specific transaction in the normal course of business. 
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Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of 
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