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Moving up the enterprise ICT stack 

Financial summary (Rs m) 

Y/e 31 Mar, Consolidated FY20A FY21A FY22ii FY23ii FY24ii 

Revenues (Rs m) 170,680 171,001 171,220 182,577 193,553 

Ebitda margins (%) 19.3 24.9 25.9 26.9 27.9 

Pre-exceptional PAT (Rs m) 3,046 13,254 14,695 18,018 22,148 

Reported PAT (Rs m) (860) 12,506 14,879 18,018 22,148 

Pre-exceptional EPS (Rs) 10.7 46.5 51.6 63.2 77.7 

Growth (%) NA 335.2 10.9 22.6 22.9 

IIFL vs consensus (%)     (0.2) 1.0 5.4 

PER (x) 135.3 31.1 28.0 22.9 18.6 

ROE (%) NA NA 250.2 106.8 70.3 

Net debt/equity (x) (8.5) 65.0 8.0 2.8 1.2 

EV/Ebitda (x) 16.0 12.2 11.2 9.8 8.6 

Price/book (x) NA 286.8 40.0 17.6 10.4 

OCF/Ebitda (x) 0.8 0.7 0.9 0.9 0.9 

Source: Company, IIFL Research. Priced as on 14 December 2021 
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CMP Rs1445 

12-mth TP (Rs)    1568 (8%) 

Market cap (US$m)   5,430 

Enterprise value(US$m) 6,827 

Bloomberg  TCOM IN 

Sector Telecom 
 

Shareholding pattern (%) 

Promoter 58.9 
Pledged (as % of promoter share) 5.0 

FII 23.9 

DII 7.6 
   

52Wk High/Low (Rs) 1540/887 

Shares o/s (m) 285 

Daily volume (US$ m) 8.2 

Dividend yield FY23ii (%) 1.2 

Free float (%) 41.1 

 

Price performance (%) 
 

 1M 3M 1Y 

Absolute (Rs) 17.9 6.3 41.8 

Absolute (US$)      15.7 3.2 37.5 

Rel. to Sensex 22.2 6.5 16.1 

Cagr (%) 3 yrs 5 yrs 

EPS (Rs) 204.6 31.8 
 

Stock performance 
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Company update 
 

Initiating coverage 

15 December 2021 
  

We initiate coverage on TCOM with TP of Rs1,568 (SoTP based) and 
an ADD rating. TCOM is in the process of moving up the enterprise ICT 
stack, from being only a provider of connectivity and network services 
into becoming a digital solutions player offering cloud, hosting, 
security and IoT services. After enduring a difficult period that saw 
FCF losses and subdued return ratios, TCOM has exited a few loss-
making, capex-heavy businesses. Under the new management, it has 
seen robust Ebitda margin expansion, healthy FCF generation and 
significant improvement in return ratios in the past 18 months. 
Revenue growth has remained elusive, though double-digit order 
book growth in 1HFY22 has been encouraging. We forecast 
4%/10%/10% Ebitda growth in FY22i/23ii/24ii. The stock appears 
relatively inexpensive at 9.8x FY23ii EV/Ebitda, but rerating is 
contingent on revenue growth pick-up, in our view. 

Cloudification opens up a large addressable market: TCOM is a 

beneficiary from digitisation requirement of enterprises, which seek to 

modernise their existing communication network, migrate workloads from 

on-premise deployments to cloud and address the consequent complexity 

and security-related challenges. TCOM’s addressable market (India and 

overseas) is fairly large, at over US$200bn. Though competitive intensity 

is rising in India (43% of TCOM’s revenue in FY21), the shift to Internet 

also opens up international opportunities.      

TCOM transforming into a digital solutions player: TCOM is in the 

process of transforming itself into a digital solutions player − Management 

change in recent years and increased collaboration with TCS on GTM are 

steps in this direction. TCOM is increasingly participating in larger, more 

complex deals. With most of the heavy lifting done, we expect these 

initiatives to bear fruit in the near future, especially as TCOM sees 

improved conversion of some of the large deals in the pipeline.    

We initiate with ADD; TP: Rs1,568: TCOM has a mix of services – 

some growing in double digits, others seeing single-digit growth, and ones 

that are declining. On the profitability front, we expect lower losses in the 

incubation business and subsidiaries to offset the adverse mix effect 

within the data segment. We estimate 4% Ebitda growth in FY22, followed 

by 10% Ebitda Cagr over FY22-24ii. Despite an increase in capex, we 
expect healthy FCF generation and an improvement in return ratios. 
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Key charts 
 
Figure 1: Segmental revenue break-up (FY21) 

 
Source: Company, IIFL Research 

 

 
Figure 2:  Segmental Ebitda break-up (FY21) − Core connectivity accounts for >90% of 
Ebitda 

 
Source: Company, IIFL Research 

 
Figure 3: Segmental revenue break-up (FY24) − Digital platforms and services likely to 
see the fastest growth 

 
Source: Company, IIFL Research 

 
Figure 4: Segmental Ebitda break-up (FY24) − We expect incubation losses to come 
down; core connectivity will be the largest contributor to Ebitda, though its contribution 
should come down  

 
Source: Company, IIFL Research 
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Figure 5: Market sizing − Emerging Services segment should grow fast and is expected 
to be larger than the Traditional Services market by 2024 

Service Description 

Market 
size in 2020  

(US$ bn) 

Market size 
in 2024  

(US$ bn) 

Cagr 

Traditional Services 
    

Core connectivity 
VPN, leased lines, 
Ethernet WAN, P2P 

136 132 -1.9% 

Emerging Services 
    

Next gen connectivity 
IZO, Hybrid WAN, 
Bandwidth on-demand 

11 18 14.5% 

Collaboration services 

Global SIP, Microsoft 
Teams, Cisco powered 
solutions, Contact 
Centre as a Service 

26 44 13.6% 

CPaaS 
A2P messaging, cloud 
communications 

13 24 16.5% 

MOVE 

A ‘digital business 
platform’, which offers 
connectivity 
management and data 
analytics to enable 
connected applications 

8 21 26.1% 

India IoT 
Application platform for 
IoT 

3 7 19.8% 

India Cloud and Hosting 
Cloud migration and 
PaaS 

3 7 24.0% 

Managed security services Security as a service 11 16 8.1% 

SDWAN SDWAN 1 8 64.0% 

Total - Emerging Services 
 

76 145 17.3% 

Grand total 
 

212 277 6.8% 

Source: Company, Gartner, Cisco VNI, Frost & Sullivan, IIFL Research 

 
 

Figure 6: The past 18 months have seen significant deleveraging, which we expect to 
endure, driven by healthy FCF generation 

 
Source: Company, IIFL Research 

 
Figure 7: Significant improvement in ROCE 

 
Source: Company, IIFL Research 

 
 

0.0

1.0

2.0

3.0

4.0

0

20

40

60

80

100

120

FY18 FY19 FY20 FY21 FY22ii FY23ii FY24ii

Net debt incl lease liabilities (LHS) Net debt to Ebitda (RHS)(Rs bn) (x) 

0.0%

5.0%

10.0%

15.0%

20.0%

25.0%

30.0%

35.0%

FY18 FY19 FY20 FY21 FY22ii FY23ii FY24ii

Pre-tax ROCE (%) 



 

  

  

 

balaji .subramanian@iiflcap.com 

Tata Communications – ADD 

 

4 

Figure 8: Segment-wise revenue and Ebitda – Historicals and projections 

(Rs bn) FY18 FY19 FY20 FY21 FY22ii FY23ii FY24ii 

Revenue 
       

Voice 53,113 38,703 33,762 27,908 23,378 20,692 18,209 

YoY growth 
 

-27.1% -12.8% -17.3% -16.2% -11.5% -12.0% 

Data - core connectivity 77,418 82,083 85,846 89,150 91,809 97,317 102,183 

YoY growth 
 

6.0% 4.6% 3.8% 3.0% 6.0% 5.0% 

Data  - digital platforms & services 22,300 27,826 31,804 35,560 36,891 43,151 49,623 

YoY growth 
 

24.8% 14.3% 11.8% 3.7% 17.0% 15.0% 

Data – incubation 27 657 1,102 1,281 1,695 2,119 2,542 

YoY growth 
 

2291.0% 67.7% 16.3% 32.3% 25.0% 20.0% 

Subsidiaries and Real estate 13,649 15,980 18,166 17,102 17,447 19,298 20,995 

YoY growth 
 

17.1% 13.7% -5.9% 2.0% 10.6% 8.8% 

Total 166,508 165,250 170,680 171,001 171,220 182,577 193,553 

YoY growth 
 

-0.8% 3.3% 0.2% 0.1% 6.6% 6.0% 

        
Ebitda 

       
Voice 3,465 3,359 2,634 1,703 1,522 1,345 1,093 

Ebitda margin 6.5% 8.7% 7.8% 6.1% 6.5% 6.5% 6.0% 

Data - core connectivity 23,323 26,992 32,374 39,350 40,181 41,043 43,095 

Ebitda margin 30.1% 32.9% 37.7% 44.1% 43.8% 42.2% 42.2% 

Data  - digital platforms & services -2,571 -516 1,989 4,260 4,782 6,225 7,528 

Ebitda margin -11.5% -1.9% 6.3% 12.0% 13.0% 14.4% 15.2% 

Data - incubation -2,200 -4,382 -5,654 -3,880 -3,858 -2,881 -1,858 

Ebitda margin -8003.1% -666.6% -513.0% -302.8% -227.6% -136.0% -73.1% 

Subsidiaries and Real estate 896 1,995 1,546 1,172 1,691 3,312 4,122 

Ebitda margin 6.6% 12.5% 8.5% 6.9% 9.7% 17.2% 19.6% 

Total 22,914 27,449 32,890 42,606 44,319 49,044 53,981 

Ebitda margin 13.8% 16.6% 19.3% 24.9% 25.9% 26.9% 27.9% 
 

Source: Company, IIFL Research 
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Company background 
 
Tata Communications started out as Videsh Sanchar Nigam (VSNL), a 

public sector enterprise, in 1986. In 2002, the Tata Group acquired 25% 

stake in VSNL. In FY06, VSNL acquired Tyco and Teleglobe that helped 

it establish a global presence; it also launched a dedicated global 

Ethernet service. In 2008, it was renamed Tata Communications and 

diversified into the enterprise segment. In recent years, it has been in 

the process of transforming itself into a digital solutions provider from 

being just an infrastructure service provider.     

 

TCOM categorises its offerings into 2 major groupings: Data and Voice. 

In addition to these segments, it has an ATM network subsidiary in India 

(Tata Communications Payment Solutions) and a network management 

outsourcing subsidiary that supports global telecom service providers 

(Tata Communications Transformation Services). The data segment is 

further divided into core connectivity, digital platforms and services 

(communication-based and cloud-based) and incubation (IoT and other 

next-gen services).  

 
Figure 9: TCOM’s segments 

 
Source: Company, IIFL Research 

 

  

Figure 10:  Segmental revenue break-up 

 
Source: Company, IIFL Research 

 
Figure 11:  Segmental Ebitda break-up 

 
Source: Company, IIFL Research 
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Figure 12: Geography-wise revenue break-up in FY21 

 
Source: Company, IIFL Research 

 

Figure 13:  Shareholding pattern, as of September 30, 2021 

 
Source: Company, IIFL Research 

 
 

 
 

 

Figure 14: Management profile 

Name Designation Profile 

Amur Swaminathan 
Lakshminarayanan 

MD & CEO Mr Lakshminarayanan has over 35 years of 
experience in a broad range of leadership roles 
across regions and industries. Prior to joining 
Tata Communications in November 2019, 
Lakshmi was President and CEO of Tata 
Consultancy Services Japan. Other leadership 
positions within TCS also include: Global Head of 
four P&L units (Telecom, Media & Information 
Services, HiTech and Utilities) that grew to 
contribute combined revenue of over US$2.4bn 
under his leadership. 

Kabir Ahmed Shakir CFO Kabir Shakir brings with him nearly 30 years of 
experience in strategic financial management 
across geographies and industries. Before TCOM, 
Kabir was the CFO at Microsoft India. Prior to 
this, he spent 23 years with Unilever.  

Sumeet Walia Chief Sales and 
Marketing Officer 

Sumeet Walia has over two decades of industry 
experience, including a number of leadership 
roles within the Tata Group.  

Source: Company, IIFL Research 
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Company history 

 

VSNL, the predecessor of Tata Communications, was carved out of 

the DoT in 1986 with the objective of providing basic international 

switched telecom services (telephone, telegraph and telex services). 

In the 1990s, VSNL mainly offered satellite-based communication 

services. In 1995, it started providing Internet access services. In 

1996, it forayed into construction of sub-sea cable.  

 

In 2002, as part of the divestment process, the GoI sold 25% in 

VSNL to the Tata Group. In 2004, VSNL opened offices in the US, 

UK and Hong Kong. In 2005, it acquired Tyco Global Network, a 

provider of sub-sea cable services connecting Asia, Europe and 

North America. It followed this up with the acquisition of Teleglobe, 

a provider of wholesale voice services. In 2008, the company was 

renamed Tata Communications. In 2008-09, it acquired a controlling 

stake in Neotel, a telecom infra provider in South Africa.  

 

In 2011, TCOM ventured into cloud services. 2017 saw significant 

progress on deleveraging efforts when TCOM exited Neotel and sold 

74% stake in its data-centre business to ST Telemedia. These 

transactions marked a strategic shift to cloud and collaboration 

services. It also started de-emphasising the white label ATM 

business due to poor economics, while doubling down efforts to 

position itself as a global digital ecosystem enabler (this included 

the launch of NetFoundry, a SaaS start-up and MOVE, a mobility 

and IoT platform). In 2019, TCOM demerged surplus land of ~740 

acres to Hemisphere Properties India (HPIL). In 2021, GoI sold its 

entire 26% stake in TCOM (16% through OFS and 10% to Panatone 

Finvest, a Tata Group investment vehicle). Tata Group consequently 
became the majority shareholder in TCOM.       
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Cloudification opens up a large addressable 
market  
 

TCOM is a beneficiary from the digitisation requirement of enterprises, 

as they seek to modernise their existing communication network, 

migrate workloads from on-premise deployments to cloud, and address 

the consequent complexity and security-related challenges. While this 

transformation was underway even earlier, Covid-19 has accelerated 

the process. 

 

Digital-first, cloud-first business model brings 
challenges for enterprises 

 

Enterprises are becoming more virtual, digital-centric and rapidly 

shifting towards the cloud and Internet. This changes the enterprise 

data-traffic flow and the enterprise security posture from the earlier era 

of on-premise network deployment. In legacy networks, customers had 

to deal with a limited number of suppliers. But with the shift to Internet, 

the number of suppliers can increase significantly, making network 

management complex, resulting in the need for supplier consolidation. 

 

These challenges pose opportunities for players like TCOM: 

Enterprise network and security architecture will need to evolve, to 

enable a digital-first business model. This shift also brings about 

challenges around the redesign of the legacy Wide Area Network (WAN) 

architecture.  

 

Enterprises have to consider many aspects, such as: 

 

• Assessing the cost of the new network setup and the associated 

security and privacy risk 

• Ensuring that the Internet connectivity can be predictable and 

dependable 

• Choosing from a variety of Internet connectivity solutions and 

options, to achieve similar user experience while optimising the WAN 

spend 

• Integrating Internet connectivity into their hybrid network 

environment 

• Supporting the workforce working from anywhere, with expectation 

of enterprise-grade experience and the requirement of software-

based secure access to applications across locations, devices and 

connectivity 

• Managing across WAN, Wi-Fi and LAN with consistent policy and 

managing security 

 

TCOM moving up the stack, from connectivity to 
services  
 

The new enterprise ICT stack comprises of a connectivity layer at the 

bottom level and the services layer at the top. The network takes care 

of connectivity. The services are of 3 types: 

 

• People to people: Unified communication 

• People to machine: Software as a Service (SaaS) 

• Machine to machine: Internet of Things (IoT) 

 

There is also an opportunity for a third “mediation” layer, in between 

the connectivity layer and the service layer. This layer addresses the 

key adoption challenges: proliferation of devices, security, drawing 

insights from large streams of data, scalable computing infrastructure 

and platforms. 
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Figure 15:  Enterprise ICT stack 

 
Source: Delta Partners, IIFL Research 

 

Over the years, TCOM has been moving up the ICT stack where it offers 

services on the topmost layer of the stack. While the connectivity layer 

is asset-intensive, the service layer is asset-light in nature. In the 

cloud-first architecture, the network is the common thread that holds 

complex IT architecture together and, hence, the network forms an 

integral part of the ICT stack. 

 

TCOM’s product suite spans the entire ICT stack: TCOM’s 

traditional strength has been its network. As a Tier 1 provider, it has 

global IP backbone capacity spread across multiple routes and carries 

around 30% of global internet traffic (through its own and partners’ 

subsea cables).  

 

It offers the following services and solutions (see Appendix-I for the 

detailed list): 

• Wholesale voice transport and termination services for telcos 

• Network Services, which includes traditional services like VPN and 

MPLS, and New-gen Services such as hybrid WAN and SD-WAN  

• Unified Communications Services, which includes SIP trunking. 

TCOM also is a reseller/systems integration provider for Cisco Webex 

and Microsoft teams 

• CPaaS, where it would step up its presence (competing against the 

likes of Tanla Platforms and Route Mobile) 

• Cloud connectivity and managed services (both private and public 

cloud)  

• IoT solutions 

• Content delivery network (CDN) services, including a special focus 

on the media vertical 

 

Next-gen connectivity to grow even as core 
connectivity slows 
 

Although TCOM has organised its businesses as multiple segments, we 

essentially view TCOM’s businesses as two.  

 

One is the ‘traditional’ business, which houses conventional enterprise 

connectivity provided mainly through VPN, MPLS, Internet leased lines, 

Ethernet WAN and international P2P. TCOM houses this in its “core 

connectivity segment” that accounted for ~52% of its FY21 revenue and 

clocked 5% Cagr over FY18-21. As TCOM derives its core connectivity 

revenue from international markets as well, we look at the global 

market size for core connectivity services. As per Gartner, this is 

expected to decline at 2% Cagr over 2020-24 to US$132bn.  

 

Although the overall industry is expected to decline, TCOM targets 

growing this business in a single digit, driven by dedicated connectivity 

services connecting to cloud, data centre and edge locations.  

 

We include the remaining services offered by TCOM (next-gen 

connectivity, collaboration, security, IoT, etc.) under Emerging Services. 

These are expected to register 17% Cagr over CY20-24. 
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Figure 16:  Emerging Services should grow fast and is expected to be larger than the 
Traditional Services market by 2024 

Service Description 
Market size in 
2020 (US$ bn) 

Market size 
in 2024  

(US$ bn) 

Cagr 

Traditional Services 
    

Core connectivity 
VPN, leased lines, 
Ethernet WAN, P2P 

136 132 -1.9% 

Emerging Services 
    

Next gen connectivity 
IZO, Hybrid WAN, 
Bandwidth on-
demand 

11 18 14.5% 

Collaboration services 

Global SIP, Microsoft 
Teams and Cisco 
powered solutions, 
Contact Centre as a 
Service 

26 44 13.6% 

CPaaS 
A2P messaging, cloud 
communications 

13 24 16.5% 

MOVE 

A ‘digital business 
platform’, which offers 
connectivity 
management and data 
analytics to enable 
connected 
applications 

8 21 26.1% 

India IoT 
Application platform 
for IoT 

3 7 19.8% 

India Cloud and Hosting 
Cloud migration and 
PaaS 

3 7 24.0% 

Managed security services Security as a service 11 16 8.1% 

SDWAN SDWAN 1 8 64.0% 

Total - Emerging Services 
 

76 145 17.3% 

Grand Total 
 

212 277 6.8% 

Source: Company, Gartner, Cisco VNI, Frost & Sullivan, IIFL Research 

 

 

Figure 17:  Next gen connectivity services 

 
Source: Company, IIFL Research 

 

Legacy network architecture not suited for the Internet/cloud: 

An enterprise typically has its corporate HQ, main data centre and 

branch offices, which are connected over a Wide Area Network (WAN). 

Traditionally, Multi-Protocol Label Switching (MPLS) was the preferred 

connectivity in a WAN set-up.  

 

MPLS is a private connection, linking data centres and branch offices. 

MPLS is typically outsourced, managed by service providers like TCOM 

who guarantee network performance, quality and availability. As MPLS 

is a private network, it is considered reliable and secure, albeit also 

expensive.  

 

WAN architectures based on traditional MPLS use a model where the 

traffic from the branch is “backhauled” to the cloud through the 

headquarters or a centralised data centre when accessing cloud 
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applications. MPLS becomes even more expensive when traffic is 

backhauled. Internet is slower due to the latency added by distance and 

the limited bandwidth available over MPLS. Moreover, MPLS is not 

designed to handle the high volumes of WAN traffic that result from 

SaaS applications and cloud adoption. With greater numbers of 

applications moving to the cloud, there is more strain on bandwidth. 

 

Enterprises moving to hybrid WAN and Internet WAN: 

Applications are moving to the cloud, driving the need for branches to 

have direct internet access (DIA) to improve user experience. WAN over 

broadband internet (Internet WAN) is inexpensive, widely available and 

easy to set up compared to MPLS. However, broadband internet lacks 

the reliability in the WAN middle mile connectivity that is guaranteed 

when using dedicated private links. Data security is also an issue.  

 

Hybrid WAN offers the best of MPLS WAN and Internet WAN. It uses 

both MPLS and Internet connections. All the normal business traffic that 

is intended to go to the data centre takes the MPLS route. Hybrid WAN 

solves problems that occur with older WAN architecture. By funnelling 

traffic directly to the Internet, it eliminates extra hops and latency that 

can sometimes occur when traffic goes through a data centre. It also is 

more cost-efficient because directing traffic over the Internet is less 

costly than using an MPLS link. Another benefit of the technology is that 

it lets users decide which link is the best path back to the data centre, 

by using real-time monitoring. SD-WAN takes this to the next level as 

described in the following section. 

 

SD-WAN holds promise: Software Defined - Wide Area Network (SD-

WAN) is a virtual WAN architecture that allows enterprises to leverage 

any combination of transport services – including MPLS, LTE and 

broadband internet services – to securely connect users to applications. 

SD-WAN uses a centralised control function to securely and intelligently 

direct traffic across the WAN. This increases application performance 

and delivers a high quality user experience, resulting in increased 

business productivity, agility and reduced costs. 

 

Figure 18:  SD-WAN deployments would drive TCOM’s next-gen connectivity revenue 

 
Source: Silver Peak, IIFL Research 

 

Unlike the traditional router-centric WAN architecture, the SD-WAN 

model is designed to fully support applications hosted in on-premise 

data centres, public or private clouds and SaaS services such as 

Salesforce.com, Workday, Office 365 and Dropbox, while delivering the 

highest levels of application performance. 

 

While SD-WAN revenue would grow in high double digits, we expect 

some of this to come at the expense of conventional MPLS deployments, 

which would temper the overall growth for TCOM. 

 

Internet-based WAN also helps TCOM make inroads in developed 

markets: Internet WAN, hybrid WAN and SD-WAN could help TCOM 

make inroads in markets where it was not historically present. 

 

• In developed markets, incumbent telcos such as BT, Vodafone and 

AT&T have a well-entrenched position in offering traditional services. 

They benefitted from their own capillarity in network. The large on-

net traffic of these incumbents enabled them to offer a better value 
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proposition to enterprise customers. The Internet nullifies this 

advantage and levels the playing field for a challenger (in developed 

markets) like TCOM. 

• Even if enterprises stick to the incumbent telcos for network 

capabilities, TCOM can offer them SD-WAN capability, under which it 

installs, manages the policy and carries out the maintenance of 

infrastructure and provides managed services.  

• TCOM can also offer the full suite, including network services. This is 

called network integrated SD-WAN, where TCOM provide enterprises 

with the CPE, and the SD-WAN capability along with it in the box 

and integrated tightly with the network. 
• Smaller businesses may prefer to work with TCOM’s SD-WAN or 

app-oriented SD-WAN. TCOM supports all of this in the cloud or do 

dedicated on-premise deployments. There is also the option of the 

TCOM managing the infrastructure alongside the enterprise, or 

TCOM providing a fully managed service.   
 

IZO variants, offered by TCOM in 130-140 countries, help TCOM to 

integrate broadband solutions in different countries to provide a 

seamless offering to the customer. 

 

Collaboration and connected solutions to grow in 
healthy double digits 
 

Collaboration and connected solutions (part of Digital Platforms and 

Services sub-segment within the data segment) comprise SIP trunking 

services and Unified Communication as a Service (UCaaS). Under 

UCaaS, TCOM is a reseller of Microsoft Teams and Cisco Webex 

solutions. It offers fully-managed collaboration solutions including 

calling, messaging, meetings and PSTN access. Under the partnership, it 

also provides global reach through regional data centres with in-country 

regulatory compliance, and supports migration from on-premise UC 

deployments to cloud. 

 

UCaaS growing faster than SIP trunking: Long back, telephony was 

analogue, and enterprises had deployed a private branch exchange 

(PBX), which allowed switching calls between users within the enterprise 

on local lines, while allowing users to share a certain number of external 

phone lines. The PBX connected to the Public Switched Telephone 

Network (PSTN) through PRI lines.  

 
Figure 19:  Block diagram of SIP trunking  

 
Source: Elite Group, IIFL Research 

 

With the advent of the Internet, Session Initiation Protocol (SIP) 

trunking replaced the earlier system based on analogue PBX and PRI 

lines. SIP trunking is a method of sending voice and other unified 

communications services over the internet. It works with an IP-enabled 

PBX. 

 

With PBX deployments moving to the cloud from on-premise, UCaaS 

has become a more attractive and cost-effective alternative (vs. SIP) to 

purchasing and deploying all the new hardware, software, and licenses 

for a new, on-premises platform.  

 

Global UCaaS market is expected to grow ~13.6% over 2020-24. Like 

with some of TCOM’s solutions where revenue from a new offering 

would partly replace the revenue from an older one (such as SD-WAN 

replacing MPLS), UCaaS would also substitute SIP trunking revenue to 

some extent. That said, the choice of SIP trunking or UCaaS services is 

not mutually exclusive. Increasingly, distributed enterprises are 

choosing hybrid deployments that combine the two platforms. While SIP 
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trunks might be used to connect on-premises platforms at a larger 

office or contact centre, the same organisation could leverage UCaaS 

services for remote users or smaller branch locations. Unlike SIP 

trunking where revenue is linked to the minutes of usage, UCaaS 

revenue also has a sizeable fixed component, which would reduce 

volatility in revenue. 

 

SIP trunking revenue to recover: SIP trunking revenue was 

significantly impacted due to WFH during the pandemic. Moreover, an 

increase in IUC also adversely affected volumes. With people returning 

to offices, SIP trunking volumes are expected to pick up (though the 

pace of recovery has disappointed so far). With the IUC increase-related 

impact getting into the base, YoY comps should look more favourable. 

 

TCOM to step up its CPaaS presence, but we expect a gradual 

ramp-up: TCOM is also expanding its presence in the Communication 

Platform as a Service (CPaaS) segment. Currently, it is present in the 

A2P messaging space and intends to offer omni-channel capabilities 

through APIs. While this space holds promise, TCOM would have to 

compete with specialised CPaaS players such as Twilio and Sinch in 

global markets and Tanla Platforms and Route Mobile in Indian markets. 

As relationships play a key role in the selection of vendors by 

enterprises, we expect TCOM’s progress in this space to be gradual, 

though the ability to bundle CPaaS services along with its core solutions 

would be a differentiator.   

 

TCOM offers hosted/cloud contact centre services under CCaaS: 

TCOM offers Contact Centre as a Service (CCaaS), an array of contact 

centre solutions designed specifically to map the requirements of the 

customer. Building one’s own contact centre requires dealing with 

multiple vendors that include OEMs, telcos, application providers, 

system integrators, and other participants in the value chain. Each 

vendor is likely to provide a different level of service that will result in 

an inconsistent experience for the end users. With the rise of web-based 

applications, hosted contact centres are increasingly getting deployed 

by enterprises. TCOM’s InstaCC Global customer support platform helps 

manage these deployments.  

Figure 20:  Estimated market share of different players in the Indian CPaaS market  

 
Source: IIFL Research 

 

Managed hosting, security to provide legs to growth 

 

TCOM addresses the requirements of enterprises to be on multiple 

clouds, have their infrastructure managed, being available continuously 

and being able to support them in their infrastructure requirements 

when they want to do application modernisation. When enterprises look 

at data centre migration, they also look at a cloud and managed hosting 

service.  

 

When there is a requirement for compliance, customers prefer to do 

managed hosting because the data is not in the cloud and it is dedicated 

to a particular customer or a private cloud. But when customers want 

agility, flexibility and the ability to move between clouds, they prefer a 

multi-cloud environment. 

 

In terms of service portfolio, TCOM has its own IZO Private Cloud 

platform. TCOM also has the ability to work with public cloud providers, 

be it AWS, Azure or GCP and being able to provide a combination of 

these infrastructure services to give its enterprise customers the best of 

the capabilities that this platform offers. TCOM is present across the 

globe in 17 data centres and offers managed services. Though its focus 

market is India, it also caters to Indian entities who want to be global. 
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Figure 21:  Cloud and hosting offerings 

 
Source: Company, IIFL Research 

 

From a managed security services standpoint, there are 4 aspects to 

TCOM’s offerings: 

 

• Secure network transformation: TCOM helps customers with 

transforming their traditional networks into a more software-defined 

network, enabling them to build in security or integrate security into 

their design. 

• Security for the cloud: As more and more customers move to the 

cloud, there is a need to secure the cloud implementation itself. 

• Cloud security operation centre: This allows customers to leave 

TCOM with the task of managing the security and monitoring the 

security posted 24/7, thereby addressing the complexity of running 

it 24/7 for themselves. 

• Risk and compliance: TCOM works with its customers to ensure that 

the security is fool-proof and that the security arrangements are in 

line with compliance requirements. 

MOVE and India IoT are currently small, but could become 

significant, over time: MOVE is a digital business platform that offers 

a one-connectivity management, uses the underlying data analytics for 

decision making. MOVE is deployed in use case driven solutions in 

automotive, airline and semiconductor verticals. For instance, in the 

automotive sector, adoption of AIS 140 regulation in India along with 

the global shift to EVs, connected vehicles and shared mobility opens 

opportunities for TCOM. 

 

India IoT market is expected to grow at 20%+ in the next few years. 

TCOM’s application platform allows the creation of a quick interactive 

visualisation layer, with the data from multiple devices, to give 

meaningful business insights on outcomes.  

 
Media vertical holds promise: TCOM provides distribution 

management services for 800+ TV channels across the US, Europe and 

Asia, and delivers close to 9,000+ events per year. It offers 4K tier-1 

global sports contribution and distribution, global motorsports 

distribution (mostly in Europe), India sports market (IPL, PBL, PKL), and 

remote production for global sports events.  
 

4K sports distribution moving from HD to UHD will result in a significant 

consumption of TCOM’s video connect services, and increase 

opportunities to work with broadcasters across the world. Remote 

production is another opportunity, where the delivery model for the 

entire production and post-production is happening remotely. While the 

long-term prospects are attractive, the past 18 months have been 

marred by the cancellation of many sporting events due to the 

pandemic. 
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Competitive intensity rising, but TCOM has 
unique advantages 

 

TCOM competes with telcos, data centre operators, niche cloud 

providers, system integrators (SIs), CPaaS vendors and niche IoT 

providers, thanks to its wide range of solutions across geographies. We 

first look at the competitive landscape in the Indian market.  

 

Bharti, JIO upping the ante in the enterprise segment 
 

Bharti focusses on the Indian enterprise and SMB space, unlike TCOM 

that focusses mostly on large enterprises and derives only ~43% of its 

revenue from India. Bharti also provides solutions across the three 

layers of the ICT stack, as also through partnerships. JIO has tied up 

with Microsoft for offering Azure cloud and also launched offerings 

targeted at SMBs. Its progress in the enterprise segment has so far 

been gradual, even though it may step up its presence in coming years. 

 

Bharti has a wide range of offerings and strong enterprise 

relationships: In the past 2 years, Bharti has increased its focus on all 

its non-mobile businesses including enterprise. Enterprise connectivity 

market size is Rs400bn (Bharti has 31% RMS here, up from 23%, two 

years ago). Other than this, there is a Rs500-bn market for offering 

cloud, cyber security and IoT services. Bharti has 43% market share in 

enterprise mobility and is the leader in IoT.  

 

Bharti’s network and existing enterprise customer relationships are the 

bed-rock of its strategy. Top 20% customers account for 80% of 

revenue, which translates into large penetration upside potential as well 

as scope for mining existing accounts. Bharti is addressing this by 

insourcing SME sales force, developing omni channel digital capabilities, 

focussing on adjacencies such as data centres, security, cloud, Airtel IoT 

and Airtel IQ and realigning salesforce incentives.   

 

It offers solutions by combining its own services and solutions from 

different partners across all 3 layers of the ICT stack. 

 

• In the connectivity layer, other than traditional services such as VPN 

and MPLS, it offers intelligent network and SD-WAN solutions. Bharti 

also recently announced trebling of its data centre capacity by 2025 

for Rs60bn investment.  

• Bharti has a host of services – Nxtra Public Cloud, Nxtra Private 

Cloud, and Nxtra Hybrid Cloud – and also offers managed hosting 

services. Further, it has partnerships with Amazon and Google for 

AWS and GCP.  

• For UCaaS, Bharti has tied up with Verizon for BlueJeans. It also 

launched Airtel IQ, its omni-channel CPaaS offering, in 2020. 

• Bharti’s Airtel Secure deploys solutions from 5-6 security software 

companies.  

 

Bharti has embraced the partnership model and we expect it to further 

expand its suite through partnerships. Its ability to offer integrated 

services including mobility is a key differentiator.  

 
Figure 22:  Bharti has outpaced TCOM in recent quarters   

 
Source: Companies, IIFL Research 
Note: We have used Bharti’s reported enterprise revenue and TCOM’s domestic data segment 
revenue for comparison. These are not actually like-to-like, as Bharti also caters to SMEs, unlike 
TCOM. 
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JIO: lofty ambition; limited progress: At the time of carving out JIO 

Platforms in October 2019, RIL had shared its vision on the ICT stack, 

which encompassed a number of elements including B2B offerings. JIO 

and Microsoft in 2019 had announced a 10-year alliance, under which 

JIO’s data centres will run Azure cloud.   

 
Figure 23:  JIO’s digital society vision has various elements of B2B offerings  

 
Source: RIL’s October 2019 investor presentation, IIFL Research 

 

JIO’s progress on B2B initiatives has been gradual. In March 2021, JIO 

launched bundled plans − targeted at SMBs − starting at Rs901. These 

plans offer basic connectivity, the Microsoft 365 productivity suite and 

conferencing services. 

 

JIO has an extensive terrestrial fibre network – 1.1m Route km 

including fibre under construction. Earlier this year, it also announced 

the construction of 2 submarine cable systems, one each connecting 

India with Asia Pacific markets and Italy & MENA region. These high 

capacity and high-speed systems will provide more than 200Tbps of 

capacity spanning over 16,000 kilometres.  

 

JIO targets presence across device management, security, analytics and 

cloud. It has also been working on new-age technologies such as 

AR/VR, AI/ML and Blockchain through start-ups that are housed in JIO 

Platforms.  

 

Figure 24:  JPL has invested in a number of companies, including some with B2B 
capabilities 

Investee companies of JPL Capability 

Saavn Media Online music 

Surajya Services E-governance 

Jio Haptik Technologies AI 

Reverie Language Technologies Language translation management 

New Emerging World of Journalism Internet media 

Tesseract Imaging Optical character recognition 

Sankhyasutra Labs Simulation software development 

Radisys Open source telecom software 

Asteria Aerospace Drone solutions 

Indiavidual Learning AI-based education 
Source: Company, IIFL Research 

 

That said, JIO’s offerings so far have been limited to the SMB space and 

there is not much on the offerings for large enterprises.  

 

TCOM has some unique advantages 

 

TCOM’s biggest advantage is its presence across multiple geographies. 

Its other strengths are  

• Serving as a single point of contact to manage and provision a 

variety of connectivity solutions across the globe 

• Unified service experience of SLA across regions 

• Integrated WAN management with hybrid connectivity 

• Global network with understanding of local regulations, local billing 

and support 

• Experience in the enterprise and wholesale segment 

• End-to-end offerings consisting of devices, network, platform, 

application and business insights 

• Industry-specific cloud offering-Government Community Cloud and 

IZO Financial Cloud 

 

TCOM’s long-standing relationships with enterprises and capabilities in 

stitching together solutions catering to enterprises’ diverse 
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requirements should cushion it against JIO’s potential aggression. Unlike 

retail users, enterprise customers value redundancy and SLAs and are 

less price-sensitive. With significant penetration upside for JIO in the 

SMB space, we see limited displacement risk of TCOM in large 

enterprise accounts, though there could be some pricing pressure.  

 

We also note that Tata Tele Business Services (TTBS), which was earlier 

called Tata Teleservices, caters to the SMB segment. Though TCOM and 

TTBS combine to offer solutions to customers in a few cases (TTBS has 

strong last mile fibre assets), the demarcation between the two is quite 

distinct with TCOM focussing on enterprises and TTBS focussing on 

SMBs. Though there has been some market chatter of TCOM acquiring 

TTBS, TCOM has always maintained that there is nothing concrete in the 

works. 
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Recent account mining and go-to-market 
efforts should bear fruit      
 
In its bid to transform from a connectivity services provider to a digital 

solutions provider, TCOM has changed its management, moved to a 

different client mining strategy and has also entered into joint go-to-

market approach with system integrators (SIs) including TCS. These 

have helped TCOM expand the gamut of services, cater to a larger 

addressable market and enabled participation in larger & more complex 

deals. Such initiatives have set the stage for growth in deal pipeline and 

superior conversion, which would result in acceleration of revenue 

growth. 

 

Management change followed strategy shift 
 

TCOM’s strategy shift from an infrastructure service provider to a digital 

solutions provider was also accompanied by a change in top 

management. In 2019, Amur S Lakshminarayanan assumed charge as 

TCOM’s CEO. He earlier worked for several years at TCS across multiple 

geographies. In 2020, Kabir Ahmed Shakir joined as TCOM’s CFO after 

spending several years at Microsoft India (the most recent one being 

CFO of Microsoft India). 

New management has delivered on initial targets, save revenue 

growth: The new management set 3 targets after assuming charge. 

• Double digit revenue growth for the data segment 

• 22-25% overall Ebitda margin 

• 20% ROCE over 3 years 

 

TCOM ended up achieving 24.9% Ebitda margin in FY21, closer to the 

top end of the guidance. The management marginally raised the 

medium-term margin guidance to 23-25%. It expects higher mix of 

digital platforms and services sub-segment (which has lower margins 

than the core connectivity sub-segment) and continued investments to 

keep margins in this range despite 25%+ Ebitda margin in 1HFY22. 

 

TCOM delivered 24.6% ROCE in FY21, well above its guidance, and 

subsequently raised its medium-term ROCE target to 25-30%.  

However, the disappointment was on data revenue where FY21 saw 

only 6% growth. 1HFY22 was weak, with TCOM witnessing 2.2% YoY 

data revenue decline. Slower decision making by clients, headwinds to 

SIP volumes due to WFH and pandemic-related impact on sporting 

events played a role in the weakness. We expect data revenue growth 

to improve going forward, as the management’s heavy lifting efforts 

bear fruit.    

 

Sales approach sharpened 

 

TCOM has over 5,000 customers, with the main focus being on the top 

1,000. TCOM breaks down its top 1,000 customers into top 300 and the 

next 700.  

 

Sales approach tailored for top 300 customers, top 1,000 and 

beyond: TCOM first looks at deep segmentation, and then going deeper 

with fewer. The sales approach entails targeted identification of 

customers and engagement with them.  

 

Until recently, the customer engagement was mostly focussed on the 

top 1,000 clients. As per TCOM, customers beyond the top 1,000 ones 

account for ~20% of the overall enterprise market. Considering the 

potential size these enterprises can get to, TCOM has created a separate 

unit to target customers beyond the top 1,000 with a clear focus and 

strategy.  

 

The above enterprises would require a phygital (physical + digital) 

engagement model. In addition to the digital desk that TCOM already 

has, it would also have teams located across different parts of the 

geography in India to engage customers with the intent of dual focus, 

growing wallet share, as well as improving existing revenue base. 

TCOM’s intent is to have a light touch or a completely automated model, 

which will enable volume and scale. IZO Internet in India also bestows 

on TCOM the ability to serve not only Tier 1 and Tier 2 accounts, but 

also going beyond Tier 3, Tier 4, etc, and with much deeper capillarity.     
 

GTM partnership with TCS to improve deal conversion ratio: 

TCOM has a two-pronged approach to sales – “Sell to” and “Sell with”. 
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The “Sell To” approach entails deep account management and solution 

architects who engage customers intimately, as highlighted above. 

 

Under the “Sell with” model, TCOM partners with large global Indian 

SIs, TCS and the other global SIs, including global OEMs like Cisco and 

Microsoft, where it takes its products along with their products, and 

goes to market across segments. The joint go-to-market model 

currently contributes to a small proportion of revenue, albeit that is 

growing in terms of the deal pipeline.  

 

For some deals, TCOM and TCS jointly go to enterprises. TCS handles 

the application layer. The infra (compute and storage) layer is handled 

by either TCS or TCOM, depending on the project. The Network layer is 

handled only by TCOM. For instance, if TCS does an SAP HANA 

implementation or migration, TCOM provides the cloud offering. 

 

 
 

Better ability to support larger deals also aids funnel size: 

Through TCOM’s own solutions as also via partnerships, TCOM’s 

capability to go after international deals that require 1,000+ locations 

has improved vs. those that involved 300-600 locations earlier.  

 

TCOM tries to ensure that its funnel addition is 3x the goals it is 

chasing. It also targets improvement in win rates through rigorous 

execution. 

 

Customer success team has improved NPS and retention: In the 

past 12-18 months, TCOM has created a strong wheel of customer 

engagement through a Customer Success Team (CST). Each CST has 4 

roles: focussing on account management, solution engineering, 

customer success management, and programme management. Inputs 

collected from customers are broken down into areas that need 

rectification. TCOM goes back to customers to let them know the actions 

taken on the feedback received (especially so for customers who have 

assigned weak scores) and account improvement plans are worked on. 

All these have resulted in higher NPS over the years as well as higher 

wallet shares (especially with the top 1,000 customers). 

 

  Network as a Service offered by One Tata (TCOM + TCS) 

 

Under the One Tata initiative, Tata Communications’ capabilities in 

the ‘Transport’ and ‘Technology’ domains with TCS’s capabilities in 

the ‘Services’ layer are integrated to create an end to end managed 

network solution. TCS Cognix and TCOM’s Internet WAN are 

integrated providing a single pane of glass for enterprises. This 

results in lower TCO, better agility, simpler management and better 

security.  

 

Smart Meetings (TCOM + TCS + Microsoft) 

 

With Smart Meetings, enterprises partner with an end-to-end 

solutions provider that can deliver comprehensive collaboration 

services (Microsoft Teams), backed by full lifecycle support (TCS) 
and global coverage (TCOM). 
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We estimate 8% Ebitda Cagr over FY21-24ii 
 

TCOM’s overall business has a mix of services growing in double digits, 

those growing in single digits and ones that are declining. The promising 

data segment has seen weakness in the past few quarters, though the 

healthy order book growth has improved the visibility of a recovery. On 

the profitability front, we expect lower losses in the incubation business 

and subsidiaries to offset the adverse mix effect (the lower-margin 

digital platforms and services sub-segment growing faster than the core 

connectivity sub-segment). 

 

Voice revenue to see continued decline 
 

TCOM is the world’s largest wholesale voice provider, carrying over a 

billion minutes a week. Through 1,600+ telecom partnerships, TCOM’s 

network handles 1 of every 10 international calls and connects more 

than 70% of the world’s mobile carriers. 

 

Global voice segment continues to be adversely impacted by structural 

industry-level headwinds, namely the growing acceptance of Voice over 

Internet Protocol (VoIP) delivered by OTTs, coupled with a decline in 

tariffs. Voice revenue has been declining in double digits for many years 

now. Though Ebitda has also been falling, very low capex requirements 

have meant that this segment continues to make positive FCF. 

 

Figure 25:  TCOM’s voice revenue should continue to decline due to structural 
headwinds 

 
Source: Company, IIFL Research 

 

Data - core connectivity: We see mid-single digit 
growth with healthy margins 
 

The core connectivity sub-segment under the data segment houses 

conventional enterprise connectivity provided mainly through VPN, 

MPLS, Internet leased lines, Ethernet WAN and international P2P. This 

accounted for ~52% of its FY21 revenue and clocked a ~5% Cagr over 

FY18-21.  

 

As per Gartner, the global market for core connectivity is expected to 

decline at 2% Cagr over 2020-24 to US$132bn. TCOM targets growing 

this business in a single digit, driven by dedicated connectivity services 

connecting to cloud, data centre and edge locations.  
 
We estimate TCOM’s core connectivity revenue Cagr at 5% over FY21-

24ii. Though this segment witnessed 44.1% Ebitda margin in FY21, it 

was also boosted by lockdown-related factors such as lower travel costs. 

Going forward, we expect Ebitda margins to see a modest decline, but it 

should be still quite healthy at ~42%. 
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Figure 26:  Core connectivity sub-segment within the data segment should see ~5% 
revenue Cagr over FY21-24ii and healthy Ebitda margin  

 
Source: Company, IIFL Research 

 

Data – digital platforms and services: The key growth 
driver 

 

Digital platforms and services sub-segment includes next-gen 

connectivity (SD-WAN, hybrid WAN, etc), collaboration (UCaaS, CPaaS), 

cloud hosting and security and media services. The past few quarters 

saw challenges due to slower decision making on large enterprise 

network transformation projects, weak SIP volumes and fewer sporting 

events due to the pandemic.  

 

With the new management having done the heavy lifting to transform 

TCOM from a connectivity-based player to a digital solutions player, we 

reckon it is a matter of time before revenue growth accelerates, though 

it would be quite difficult to predict the timing. Improving deal funnel 

and double-digit order book bode well. We project 4% revenue growth 

for this sub-segment in FY22, followed by 16% Cagr over FY22-24. We 

also see a gradual improvement in Ebitda margin.    

 

Figure 27:  The digital platforms & services sub-segment within the data segment − We 
forecast 4% revenue growth in FY22 followed by 16% Cagr over FY22-24 and a gradual 
expansion in margin 

 
Source: Company, IIFL Research 

 

Data – incubation services: losses to come down 

 

Incubation services include MOVE, IoT and NetFoundry. MOVE is a 

digital business platform, which offers a one-connectivity management, 

uses the underlying data analytics for decision making. MOVE is 

deployed in use case driven solutions in automotive, airline and 

semiconductor verticals. India IoT market is expected to grow at 20%+ 

in the next few years. TCOM’s application platform allows the creation of 

a quick interactive visualisation layer, with the data from multiple 

devices, to give meaningful business insights on outcomes. 

NetFoundry’s approach combines building a private cloud network that 

can be tapped on demand — giving it aspects of Cloudflare. But it also 

offers SDKs that enable software developers to build secure cloud 

networking on demand. 

 

We expect incubation services to see strong revenue growth and lower 

losses. 
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Figure 28:  The Incubation services sub-segment within the data segment should see 
strong revenue growth and lower losses 

 
Source: Company, IIFL Research 

 

Real estate segment to see stable performance 

 

Considering TCOM’s origins as a PSU (VSNL), it had a large real estate 

bank in prime locations to the tune of 1,496 acres. In 2002, the GoI 

conducted a disinvestment of its 25% stake in VSNL, wherein, in terms 

of the bid for the disinvestment, it required a separate value to be 

ascribed to lands to be retained with VSNL and to exclude the value of 

certain surplus lands held by VSNL. The Tata Group was the successful 

bidder in the disinvestment process and, subsequently, entered into the 

VSNL SPA and the VSNL SHA. In terms of the disinvestment bid, the 

VSNL SHA and VSNL SPA, the surplus lands identified (740 acres) were 

required to be hived off or demerged into a separate entity called 

Hemisphere Properties India (HPIL). 

 

The scheme for demerger of surplus land was approved by the NCLT in 

July 2018. The Scheme filed by HPIL was approved by the MCA in 

August 2019. HPIL subsequently allotted its shares to TCOM 

shareholders. 

 

TCOM continues to hold the remaining 756 acres and receives rental 

income on the same. 

Figure 29:  Land bank details (acres) 

Location 
Land on TCOM B/S 

before transfer to HPIL 

Land transferred  

to HPIL 

Land on TCOM B/S 
after transfer to HPIL  

Dighi, Pune 678.1 524.0 154.1 

Chattarpur, Delhi 162.4 58.0 104.4 

GK-1, Delhi 119.1 69.5 49.6 

Halisahar, WB 81.7 35.2 46.5 

Padianallur, Chennai 53.0 53.0 0.0 

Mumbai 10.2 0.0 10.2 

Rest of Western India 241.1 0.0 241.1 

North and East India 123.6 0.0 123.6 

South India 27.2 0.0 27.2 

Total 1496.4 739.7 756.7 

Source: Company, IIFL Research 

 

Losses in subsidiaries to come off 
 

TCOM’s two main subsidiaries are TCPSL (Tata Communication Payment 

Services) and TCTSL (Tata Communication Transformation Services). 

TCPSL operates white-label ATMs (WLAs). TCTSL is a network 

management outsourcing subsidiary that supports global telcos.  
 

TCPSL – Improved outlook: The RBI had granted licences to non-

bank entities to set up WLAs, with the aim of expanding the reach of 

ATMs in semi-urban and rural areas, where banks are not able to put up 

ATMs. The WLA guidelines were released in 2012. TCPSL was the largest 

operator of WLAs in India. 

 

The WLA business model was premised on the fact that customers will 

swipe on ATMs and deployers could pocket the interchange fee of Rs15 

(set by the RBI). The interchange is the payout by a card-issuing bank 

when a user swipes at other banks’ ATMs or WLAs. 

 

With ~75% of WLA costs being fixed in nature, high transaction 

volumes are crucial for profitable unit economics. The sharp rise in 

digital modes of payment in recent years has reduced the significance of 

the WLA business model. Moreover, banks also started rolling out their 
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own ATMs. Finally, the RBI kept the interchange fee unchanged at Rs15 

for a long time (this was revised to Rs17 only in August 2021).  

 

All the above resulted in revenue decline for TCPSL over the years and 

muted profitability (and losses in some years).  

 

TCPSL also had a contract with the Ministry of Finance (that contributed 

Rs100m revenue per quarter), which pertained to third party ATM 

management for banks. This was an unprofitable contact, which TCPSL 

subsequently exited in Jan 2021. Going forward, we expect a modest 

improvement in TCPSL’s profitability. 

 
Figure 30:  TCPSL should see modest profitability improvement  

 
Source: Company, IIFL Research 

 

TCTSL’s profitability appears to have bottomed out: TCTSL offers 

network management and planning services for telcos. TCOM has more 

of a software based approach compared to global vendors such as Nokia 

and Ericsson. TCOM’s customers are mostly overseas (though it serves 

Vi in India). It counts AT&T, Vodafone PLC, Optus, and carriers in the 

Middle East and Africa among its customers. FY18 and FY19 saw double 

digit Ebitda margin. FY20 witnessed 20% revenue growth but resulted 

in a minor Ebitda loss as the growth was driven by an onerous contract. 

FY21 saw muted performance as the contract mix remained adverse. 

The weakness has persisted in 1HFY22 but we expect a gradual 

improvement going forward. 

Figure 31:  TCTSL – The worst appears to be behind  

 
Source: Company, IIFL Research 

 

The table below captures the summary of segment-wise revenue and 

Ebitda projections. 
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Figure 32:  Summary of segmental projections 

Rs m FY20 FY21 FY22ii FY23ii FY24ii 

Revenue 
     

Voice 33,762 27,908 23,378 20,692 18,209 

YoY growth -12.8% -17.3% -16.2% -11.5% -12.0% 

Data - core connectivity 85,846 89,150 91,809 97,317 102,183 

YoY growth 4.6% 3.8% 3.0% 6.0% 5.0% 

Data  - digital platforms & services 31,804 35,560 36,891 43,151 49,623 

YoY growth 14.3% 11.8% 3.7% 17.0% 15.0% 

Data - incubation 1,102 1,281 1,695 2,119 2,542 

YoY growth 67.7% 16.3% 32.3% 25.0% 20.0% 

Subsidiaries and Real estate 18,166 17,102 17,447 19,298 20,995 

YoY growth 13.7% -5.9% 2.0% 10.6% 8.8% 

Total 170,680 171,001 171,220 182,577 193,553 

YoY growth 3.3% 0.2% 0.1% 6.6% 6.0% 

      
Ebitda 

     
Voice 2,634 1,703 1,522 1,345 1,093 

Ebitda margin 7.8% 6.1% 6.5% 6.5% 6.0% 

Data - core connectivity 32,374 39,350 40,181 41,043 43,095 

Ebitda margin  37.7% 44.1% 43.8% 42.2% 42.2% 

Data  - digital platforms & services 1,989 4,260 4,782 6,225 7,528 

Ebitda margin  6.3% 12.0% 13.0% 14.4% 15.2% 

Data – incubation -5,654 -3,880 -3,858 -2,881 -1,858 

Ebitda margin  -513.0% -302.8% -227.6% -136.0% -73.1% 

Subsidiaries and Real estate 1,546 1,172 1,691 3,312 4,122 

Ebitda margin  8.5% 6.9% 9.7% 17.2% 19.6% 

Total 32,890 42,606 44,319 49,044 53,981 

Ebitda margin  19.3% 24.9% 25.9% 26.9% 27.9% 

Source: Company, IIFL Research 

 

 

 

Healthy FCF generation and improving return ratios  

TCOM’s FCF generation track record for most of the past decade has 

been mixed – this was mainly owing to the asset heavy nature of the 

infra business, investment in Neotel (a South African telecom service 

provider, which TCOM subsequently sold off), investments in data 

centres (in which TCOM subsequently sold 74% stake), a sharp decline 

in profitability at the legacy voice business and adverse litigation 

outcome vs. NTT DoCoMo (TCOM contributed ~US$160m to the 

US$1.27bn payout made by Tata Group to DoCoMo). FCF generation 

has been healthy in FY20/21, driven by 20%/30% Ebitda growth.       

Figure 33:  FCF generation track record was mixed till FY19, but the past 2 years have 
seen a turnaround 

 
Source: Company, IIFL Research; FY17 FCF would have been –Rs2.4bn if we remove Rs33bn 
proceeds from the Neotel stake sale and the Rs10.6bn payout to NTT DoCoMo 

 

We estimate 4% Ebitda growth in FY22 followed by 10% Ebitda Cagr 

over FY22-24ii. With the WC cycle to remain stable and capex to see a 

marginal increase, we expect the healthy FCF generation to continue. 

 

Working capital cycle to be stable  

 

TCOM extends a 30-60 day payment cycle for enterprises. Creditors 

pertain to payables towards last mile charges for access from telcos and 
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vendor payables to equipment suppliers like Cisco. TCOM enjoys a 30-

60 day credit period. Going forward, we expect WC to be stable. 

 
Figure 34:  Working capital days to be stable 

 

FY18 FY19 FY20 FY21 FY22ii FY23ii FY24ii 

Inventory days 1 2 2 1 1 1 1 

Debtor days 63 66 69 56 56 56 56 

Creditor days 76 81 82 69 70 70 70 

Overall -12 -14 -11 -13 -13 -13 -13 

Source: Company, IIFL Research 

 

Capex could rise if revenue growth accelerates  

 

TCOM’s annual capex has been around US$250m in recent years (FY21 

saw lower capex due to the pandemic). It has guided to US$250m 

capex in FY22. 50-60% of the capex goes towards network expansion, 

10-20% towards customer-win based capex and the remaining 10-15% 

is on platforms. An increase in capex going forward would be contingent 

on acceleration in revenue growth. 

 
Figure 35:  Capex estimates  

 
Source: Company, IIFL Research 

 

 

Figure 36:  We see healthy FCF generation… 

 
Source: Company, IIFL Research 

 
Figure 37: ...to continue driving deleveraging  

 
Source: Company, IIFL Research 
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Figure 38: Significant improvement in ROCE 

 
Source: Company, IIFL Research 

 

TCOM’s ROE numbers are not relevant, as net-worth was negative even 

as recently as end-FY20. The fact that TCOM had reported PAT loss in 6 

of the 11 years, over FY08-18 (cumulative PAT loss of Rs32bn during 

this period), meant that the net-worth was quite low at Rs5bn as of 

end-FY18. We do note that TCOM never raised fresh equity during this 

period. 

 

A small P&L loss translation and a translation loss on fibre assets (as 

reflected in FX translation reserve) in both FY19 and FY20 meant that 

end-FY20 net-worth was negative. Though net-worth has subsequently 

turned positive, the low equity base translates into high RoE optically, 

making RoE less relevant. 
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Figure 39: Historical PAT and net-worth  movements of TCOM 

 
Source: Company, IIFL Research 
During FY08-11, TCOM significantly stepped up its investments including in Neotel. The higher capex resulted in negative FCF and debt build-up, which hurt profitability during these years as the revenue ramp-
up was gradual. 
FY12 also saw a Rs2.5bn hit to net-worth due to FX translation loss.  
TCOM posted positive PAT in FY14, for the first time since FY09, as the data business revenue accelerated and Neotel turned around. That said, Rs6.5bn FX translation loss in the balance sheet meant that net-
worth declined. 
FY15 and FY16 saw impairment of goodwill related to Neotel. Hence, net-worth declined despite modest profitability.  
FY17 and FY18 saw the sale of Neotel. While this resulted in reduction in Ebitda, it was accompanied by a reduction in D&A and interest. There was significant debt reduction. However,  
PAT was impacted by Rs11bn settlement paid to NTT DoCoMo (TCOM bore US$160m of the total US$1.27bn payout made by the Tata Group).  
A small P&L loss translation and a translation loss on fibre assets (as reflected in FX translation reserve) in both FY19 and FY20 meant that end-FY20 net-worth was negative. 
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Initiate with ADD and Rs1,568 TP 

 

TCOM’s financial performance has seen a significant improvement in the 

past 2 years under the new management. Ebitda margin, which was 

only 16.6% in FY19, is now above 25%. Healthy FCF generation has 

resulted in the net debt ratio significantly coming off. ROCE has jumped 

from a high single digit to 20%+. Only revenue growth has been elusive 

so far.  

 

With the management having done the heavy lifting to transform TCOM 

from a connectivity-based player to a digital solutions player, we believe 

it is a matter of time before revenue growth accelerates, though it 

would be quite difficult to predict the timing. Improving deal funnel and 

double-digit order book bode well. Our TP is based on SoTP. Before we 

get into the details of SoTP and valuation, we also look at two other 

adjustments to be made to TCOM’s valuation. 

 

AGR litigation in progress; Rs19bn contingent liability made: DoT 

raised a Rs66-bn demand on TCOM pertaining to the AGR definition 

dispute. Of this, Rs54bn is due to the difference in the accounting 

treatment of costs. While pass-through is allowed as per the licensing 

agreement, TCOM had made deductions based on accrual accounting. 

DoT wanted this as per cash accounting and disallowed the entire 

deductions, unless TCOM submitted audited certificates. TCOM is 

hopeful that once the certificates are submitted, the disputed amount 

would be the remaining Rs12bn.  

 

TCOM’s recalculation yielded Rs300m principal dues, which jumped to 

Rs3.4bn after including interest, penalty and interest on penalty. It 

made a Rs3.8-bn payment under protest. On the Rs12bn disputed 

amount, TCOM has created a contingent liability of Rs19bn after 

factoring in the interest. We deduct the above Rs19bn from TCOM’s 

equity value in SoTP.  

 

We also factor in the value of TCOM’s 26% stake in STT GDC: STT 

Global Data Centres India (STT GDC) enjoys an est. 33% market share 

in the Indian co-location market. Its origins date all the way back to 

2004, when TCOM started offering data centre (DC) co-location 

services.  

In 2014, TCOM carved out its DC business into a separate company, 

Tata Communications Data Centres (as its wholly-owned subsidiary), as 

it saw a major opportunity in the commercial co-location services space 

in the fast-evolving Indian DC market. As the DC service was a capex-

heavy business, TCOM started looking out for financially strong 

partners, which could potentially bring in the required global expertise, 

as well as additional capex and funding, to support the growth strategy. 

In 2016, the company entered into a strategic partnership with ST 

Telemedia, which had re-entered the DC business in 2014 and was 

actively looking to enter the Indian market. 

 

TCOM sold 74% of its stake in its DC business in India and Singapore ST 

Telemedia. The deal valued at Rs31.5bn included TCOM’s 14 data 

centres in India and its three facilities in Singapore. In June 2019, STT 

GDC acquired TCOM’s remaining 26% stake in the Singapore business. 

STT GDC now owns 100% of the facilities in Singapore, while the 

strategic partnership structure remains unchanged in India. 

 

STT GDC targets to increase its capacity from the current 135MW to 

400MW in 5 years. This would entail Rs70-80bn capex. STT GDC would 

fund this through internal accruals and a mix of debt and equity. While 

the details are yet to be worked out, TCOM has stated that it will not 

dilute its 26% stake in STT GDC.  

 
Figure 40:  Historical financials of STT GDC 

Rs m FY17 FY18 FY19 FY20 FY21 

Revenue 7,377 8,683 9,358 10,385 11,750 

Ebitda 2,406 3,143 3,135 4,257 4,796 

Ebit 1,254 1,820 2,263 2,407 2,481 

Pre-exceptional PBT 542 1,030 1,722 625 345 

PBT 542 1,030 1,722 625 -909 

Reported PAT 344 669 1,109 341 -687 

Net debt 6,459 5,904 7,594 11,940 13,316 

Source: Company, IIFL Research 

 

We value STT GDC at 15x 1YF EV/Ebitda, which is at a discount to the 

20x+ multiple at which Carlyle acquired ~25% stake in Nxtra Data 

(Bharti’s data centre entity). The discount is on account of the faster 
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growth of Nxtra Data which has seen a 4x/10x revenue/Ebitda jump in 

4 years vs. a 1.6x/2x increase for STT GDC.   
 

Figure 41:  We estimate Rs19bn equity value to the 26% stake of STT GDC held by TCOM 

STT GDC Rs m 

Est 2YF Ebitda 5,927 

1YF EV/Ebitda 15.0 

1YF fwd EV 88,900 

1 YF fwd net debt 16,000 

Equity value 72,900 

TCOM's stake 26.0% 

Equity value attributable to TCOM 18,954 

Source: Company, IIFL Research 
 

Our SoTP yields Rs1,568/share TP for TCOM: We value TCOM’s 

voice business at 4x EV/Ebitda, data at 10x and other subsidiaries 

(TCPSL and TCTSL) at 6x. The SoTP-based methodology yields Dec-22 

TP of Rs1,568. We initiate coverage with ADD. A significant re-rating is 

contingent upon revenue growth acceleration, in our view. 
 
 

Figure 42:  Our Dec-22 TP of Rs1,568 is based on SoTP methodology 

 
Ebitda (Rs m) EV/Ebitda (x) EV (Rs m) 

Voice segment  1,155 4.0 4,618 

Data segment 47,689 10.0 476,889 

Other subsidiaries 3,923 6.0 23,539 

EV 
  

505,047 

Less: Net debt 
  

58,029 

Less: Potential AGR liability 
 

19,000 

Add: value of 26% stake in DC business 
 

18,954 

Equity value  
  

446,971 

# shares (m) 
  

285 

TP (Rs) 
  

1,568 

CMP (Rs) 
  

1,445 

Upside 
  

8.5% 

Dividend per share (Rs) 
  

17.2 

Total Return     9.7% 
Source: IIFL Research 

Figure 43:  TCOM trades at more than 1SD above the historical mean; this is not 
surprising, considering its multiple challenges in the past decade − At 9.8x EV/Ebitda, its 
valuations are still relatively undemanding 

 
Source: Bloomberg, IIFL Research 

 
Figure 44:  On 1YF EV/Ebitda, the stock currently trades at 26% discount to the Nifty, in 
line with its historical average 

 
Source: Bloomberg, IIFL Research 
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Figure 45:  Valuation matrix 

Company BBG Ticker M-cap (US$ m) FY21-24 Cagr (%) EV/Ebitda (x) PER (x) P/B (x) 

   
Revenue Ebitda EPS FY23 FY24 FY23 FY24 FY23 FY24 

Tata Communications TCOM IN 5,453  4  8  19  9.8 8.6 22.9 18.6 17.0 10.0 

Bharti Airtel BHARTI IN 51,223  18  24  LP 8.1 6.6 22.8 16.7 3.8 3.3 

RailTel RAILTEL IN 525  15  18  23  8.1 6.8 15.2 12.4 2.5 2.1 

AT&T T US 165,457  (3) 11  6  7.2 7.2 7.3 7.2 0.9 0.9 

Verizon VZ US 211,945  2  (0) 0  7.7 7.5 9.4 9.2 2.2 1.9 

Vodafone VOD LN 40,882  2  (4) NM 6.0 5.8 10.0 8.8 56.4 55.2 

Telefonica TEF SM 24,586  (5) (21) (42) 5.5 5.4 10.4 9.2 1.0 1.0 

Deutsche Telekom DTE GR 90,737  3  (1) 4  6.4 6.0 12.5 10.9 1.9 1.9 

Equinix EQIX US 73,335  9  8  7  25.7 23.5 104.3 84.6 7.0 7.0 

Digital Realty DLR US 48,894  9  9  3  25.9 24.0 94.4 91.4 2.8 2.9 
 

Source: Bloomberg, IIFL Research 
We have used IIFL estimates for TCOM and Bharti and Bloomberg consensus for the others 
FY21 represents CY20 and so on for international companies except Vodafone 
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Appendix I: Services offered by TCOM 
 

Voice Services: TCOM is the world’s largest wholesale voice provider, 

carrying 1bn+ minutes a week. Through 1,600+ telecom partnerships, 

TCOM handles 1 of every 10 international calls and connects >70% of 

the world’s mobile carriers. It also offers high-quality transport and 

termination services, including Voice Direct Transit and HD Voice. 

 

Network Services: TCOM’s solutions include IZO Internet WAN, IZO 

Private Connect, IZO Public Connect enabling enterprise cloud adoption 

and core network services including WAN Ethernet, Global VPN and 

International private lines spanning over 100 countries. On the Internet, 

TCOM is a major Tier-1 IP provider, handling than 24% of the global 

Internet route, totalling more than 7,300PB per month. Its 

infrastructure comprises the world’s largest wholly-owned subsea cable 

network, and 4th largest Tier-1 IPv6 enabled Internet and backbone.  

 
Unified Communications and Collaboration (UCC): TCOM’s modular 

portfolio comprises Global SIP Connect, UCaaS Microsoft Teams 

solutions, UCaaS Cisco Powered Solutions, Digital Customer Experience 

Platform and real-time communication APIs that can be integrated into 

business solutions. 

 

Cloud, Hosting and Data Centre Services: With >1m square feet of 

co-location space in 44 locations worldwide, TCOM’s portfolio offers 

access to Co-location, Dedicated Hosting, Virtualisation, IZO Private 

Cloud and IZO Cloud Storage solutions. Getting the right Cloud and 

Data Centre solution often means contracting and coordinating with 

multiple suppliers around the world, working through layers of 

complexity and ultimately incurring additional costs. TCOM offers 

flexible and cost-efficient compute and storage options. 

 

Managed Security Services: TCOM provides end-user authentication 

to security-critical assets in data centres through firewalls and threat 

mitigation solutions. It also offers comprehensive security services 

partnering with different vendors and a 24/7 proactive support through 

its Security Operations Centre. 

 

Media and Entertainment Services: TCOM caters to different 

segments within the media and entertainment vertical, including 

gaming, sports, news, cable, and broadcasting. Tata Communications’ 

Media Ecosystem combines its traditional video contribution services 

with IP-based connectivity to create a cloud based global media 

platform. The global media ecosystem provides a comprehensive 

solution that includes asset management, workflow management, 

channel origination, video contribution and distribution feeds, OTT 

platform as a service, Live OTT delivery and transcoding as service. 
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Appendix II: TCOM’s products 
 

International Private Line: IPL is a point to point dedicated 

bandwidth between two sites provided by a licensed international 

telecom operator to end-user customers, which crosses over one or 

more international boundaries.  

 

Ethernet Service: TCOM offers dedicated Ethernet services using its 

network across the globe to connect point to point or point to multipoint 

locations within India or outside India.  

 

Virtual Private Network: TCOM’s global VPN services provide MPLS 

based solutions.  

 

International Leased Line: A single worldwide service providing un-

contended, Internet access to Tier 1 global IP network for the 

customers. 

 

Direct Internet Access (DIA): TCOM’s Direct Internet Access 

provides Internet connections across customer’s offices over Tier-1 

global IP backbone with a single AS6453 in over 50 countries. 

 

IP Transit: IP Transit provides Internet connection via Tier-1 global IP 

backbone reaching more than 230 global PoPs in over 30 countries. This 

rides on Tata Global Network (TGN), a fibre optic subsea cable network 

ring round the globe that spans 210,000 kilometers of terrestrial and 

500,000 kilometers of subsea network. 
 

Content Delivery Network: TCOM’s content delivery network or 

content distribution network (CDNs) is a cloud-based solution that 

caches/stores content at locations around the globe and serves it to end 

user with low latency. 

 

IZO Platform: The IZO network platform combines the public internet 

uniquely engineered for predictable routing, with enterprise private and 

public cloud connectivity and interconnected data centres to deliver a 

total cloud solution. 

 

The IZO platform offers an array of service offerings for Cloud 

enablement, including IZO Private Connect, IZO Public Connect, IZO 

Internet WAN, IZO Hybrid WAN and IZO SDWAN. 
 

IZO Private Connect links businesses to leading cloud service providers 

such as Alibaba Cloud, Amazon Web Services, Google Cloud Platform, 

Microsoft Azure, Office 365, Oracle Cloud, Salesforce.com and Tata 

Communications IZO Private Cloud. IZO Private Connect also provides 

access to over 110 Data Centres globally. Customers can connect using 

MPLS or Ethernet via one single provider globally, to ensure network 

performance. 

 

IZO Internet WAN is a global Internet-based WAN service that gives 

businesses the security, flexibility, end-to-end SLA and predictability 

just like a private network, but with the global reach of the Internet. 

Enterprises can also deploy IZO Hybrid WAN which integrates IZO 

Internet WAN with TCOM’s Global VPN service to build a global hybrid 

network. 

 
IZO SDWAN integrates seamlessly with IZO Hybrid WAN, IZO Private Connect 
and cloud solutions.  
 

IZO Private Cloud service is delivered on a dedicated or a logically 

separated infrastructure within TCOM’s data centres. 

 

MOVE (Mobile Virtual Enabler): This is a platform-based service that 

provides virtual global mobile connectivity for MVNOs (MNO extensions, 

enterprise MVNO, etc) and is also used to provide global connectivity for 

IoT services. 

 

IoT: TCOM provides global connectivity for M2M / IoT services that 

need to take an international approach to service deployment 

(Automotive, Transportation, Logistics, Travel, Hospitality, etc). 

 

NetFoundry: NetFoundry is a platform that enables businesses and 

developers to spin up global, cloud-native software-defined networks. 

Developers can integrate NetFoundry micro-networks on a per-

application or data-flow bases, with the most granular controls on 

compliance, security and performance, while leveraging any Internet 

connection. 
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Appendix III: Real world use cases for 
TCOM’s solutions 
 

International hybrid WAN 
 

Customer requirement: TCOM’s APAC based customer with ~60 

global sites and major data centres in the UK and HK rolled out MS 

Office 365, Skype For Business and other SaaS services to 87,000 

employees. It needed to transform its existing network, to complete 

hybrid architecture and prepare for SD-WAN Transformation. All other 

traffic was to be routed over the Internet except latency sensitive 

traffic. There was a need for end-to-end control, minimise latency, and 

fast track resolution of any disruption. 

 

Challenges 
 

• Bandwidth demand at all sites increased significantly, due to SaaS 

adoption.  

• Upgrading MPLS circuits and backhauling Internet traffic to breakout 

at global DCs were not sustainable due to cost and performance 

reasons. 

• Multiple connectivity providers would create complexity in 

management. 

 

Solution implemented by TCOM: TCOM’s proposition combined IZO 

Internet WAN, IZO Private Cloud Connect and Zscaler ZIA solution. It 

offered Internet connectivity with assured performance SLAs and 

deterministic routing for superior site-to-site communication. TCOM 

enabled faster troubleshooting and resolution due to strong partnership 

with local providers. It also resulted in vendor consolidation and 

enhanced flexibility. 

 

Bandwidth on demand 

 

Customer requirement: The customer is a leading global BFSI 

organisation with more than 2,000 branches in 19 countries. Network 

Architecture was based on regional branch connections on MPLS based 

network to hub Data Centres (DCs). DC-DC connectivity across regions 

was on fixed bandwidth Ethernet private lines. It floated RFP to 

transform global WAN architecture to be more agile, scalable and 

resilient. 

 

Challenge 

 

• Flexibility needed to support dynamic bandwidth consumption 

between global Data Centres due to surges in traffic arising from 

internal business requirements/ marketing promotional activities 

 

Solution implemented by TCOM: TCOM offered a mix of regional 

MPLS based connections and Ethernet services, with Bandwidth on 

Demand to connect APAC DC to Europe DC. It added real time, self-

managed dynamic bandwidth capability on the base Ethernet circuit 

between the two geographies with assured SLAs on base circuit. The 

solution is expandable to other DC-DC connectivity links in the network. 
 

Connected car  
 

Customer requirement: The customer is the world’s leading 

manufacturer of premium AWD vehicles, with manufacturing units in the 

UK, China, Brazil & India and a network of around 275,000 retailers & 

suppliers spread across 160 countries. It wanted to provide connected 

car offerings. 

 

Challenges:  

 

• Regulatory compliance: Manage cross border regulations 

• Driver experience 

• Need for any time anywhere connection 

• Inability to expand connected car services to all markets due to lack 

of aggregated global connectivity with localised services 

 

Solution implemented by TCOM: TCOM provided API and 

connectivity intelligence with a single pane of glass with analytics on 

application generated data and connectivity data lake, and lifecycle 
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management. Benefits to the customer are dynamic connectivity with 

QoS and cost, engineering changes (OTA software updates), driver 

experience (OTT content aggregation, split billing, assisted driving), and 

revenue improvement (renewal campaigns driven by user analytics).  

 

End-to-end IoT solution 

 

Customer requirement: A leading steel manufacturer wanted a fully 

managed solution bringing sensors, communications, data aggregation 

and applications combined. 

 

Challenges: 

• Employee management including ensuring social distancing during 

the pandemic. 

• Machine and facility monitoring including digitising existing 

infrastructure, prevention of accidents and reduction of running 

costs. 

• Optimisation of equipment utilisation and tracking man and material 

movement. 

 

Solution implemented by TCOM: TCOM deployed an IoT solution with 

connected workers, efficient logistics, inventory management, shop floor 

intelligence, smart utilities, environmental monitoring and smart 

facilities. This is expected to result in 10% higher worker productivity, 

10% higher equipment utilisation, 10% savings in utility bills and 5% 

reduction in process cycle time. 

 

Managed services 

 

Customer requirement: A large mining company wanted to improve 

e-auction process coordination and shorten the order to bill cycle, 

implement DMS integration, improve supply chain efficiencies and 

implement the employee health management system. 

 

 

 

 

 

Solution implemented by TCOM: 

 

• Single-pane-of-glass for integrated dashboard for cloud, network, 

and security services for unified monitoring and SLA management.  

• Managed security from core to edge network, cloud, user and 

platforms 

• IZO Private Cloud for SAP HANA, application servers, disaster 

recovery 

• Network services for user access with private network aggregation 

across subsidiaries and internet 

 

Benefits: TCOM deployed large SAP HANA in <20 days. The customer 

saw a gain in performance with unified ERP systems and improved 

employee health management with centralised hospital management 

system.  
 

Managed security services 
 

Customer requirement: A leading manufacturer cum retailer wanted 

a robust security solution – fully managed including firewalls and proxy 

– and secured access for business users via Secure Web Gateway 

solution. It also wanted cloud DDOS solution and web application 

firewall. 

 

Solution implemented by TCOM: 

 

• Solution with a Security Operation Control (SOC) setup for a 

consolidated view on the Security environment and better threat 

management 

• Enhanced the SOC solution, with user and event behavioural 

analysis, threat intelligence capabilities 

• Upsell for Cloud based Secure Web gateway – across 6,000 users for 

secure internet/outbound access 

 

Benefits: TCOM implemented a complete tech refresh and enhanced 

the perimeter security with Next Gen Firewall across all sites. IT devised 

SOC 2.0 transformation and move to fully Managed Detection and 
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Response Services for improved threat detection, quicker response 

times and remediation recommendations and actions. 

 

Managed SDWAN services 
 

Customer requirement: A leading baking products company had a 

rigid and complex network with multiple providers, with bandwidth 

demands increasing at a rate of 25% or more annually. The company 

was pursuing a growth plan that would double its size. It wanted to 

build a network that would enable future growth, transform existing IT 

strategy, and accelerate cloud-first approach. 

 

Solution implemented by TCOM: 

 

• Managed SDWAN has created an access-agnostic network, 

customised for each location, application and end-user need  

• Bring Your own Network (BYON) functionality incorporated at few 

circuits 

• Hybrid WAN has helped both MPLS and internet to coexist along with 

tight security controls with global policy orchestration 

 

Benefits: This resulted in increased cloud application performance 

across North America, Europe and APAC due to single service provider. 

With Bring Your Own Network (BYON), there is no need to replace all 

the existing circuits. The implementation resulted in 30% boost in 

bandwidth, 40% capex saving, network up-time of 99.999% and up to 

50% decrease in service response time. 
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Background: Tata Communications started out as Videsh Sanchar Nigam Ltd (VSNL), a public sector enterprise in 1986. In 2002, Tata group acquired 

25% stake in VSNL. In FY06, VSNL acquired Tyco and Teleglobe, that helped it establish a global presence and it also launched a dedicated global 

Ethernet service. In 2008, it was renamed Tata Communications and diversified into enterprise segment. In the past decade, it has transformed into a 
digital solutions provider from being just an infrastructure service provider. 

Company snapshot 

Name Designation 

Amur S Lakshminarayanan MD & CEO 

Kabir Ahmed Shakir CFO 

Genius Wong CTO 

  

 

 

3.0

5.0

7.0

9.0

11.0

13.0

15.0

Apr-10 Aug-12 Dec-14 Apr-17 Aug-19 Dec-21

12m fwd EV/EBITDA Avg  +/- 1SD

(x)

Assumptions 
Y/e 31 Mar, Consolidated FY20A FY21A FY22ii FY23ii FY24ii 

Voice revenue growth (%) (12.8) (17.3) (16.2) (11.5) (12.0) 

Data - core connectivity - 
revenue growth (%) 

4.6 3.8 3.0 6.0 5.0 

Data - digital platforms and 
services - revenue growth (%) 

14.3 11.8 3.7 17.0 15.0 

Data - incubation services - 
revenue growth (%) 

46.4 44.1 43.8 42.2 42.2 

Voice Ebitda margin (%) 7.8 6.1 6.5 6.5 6.0 

Data - core connectivity - 
Ebitda margin (%) 

46.4 44.1 43.8 42.2 42.2 

Data - digital platforms and 
services - Ebitda margin (%) 

6.3 12.0 13.0 14.4 15.2 

Data - incubation services - 
Ebitda margin (%) 

(513.0) (302.8) (227.6) (136.0) (73.1) 

Source: Company, IIFL Research 
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Financial summary  
Income statement summary (Rs m) 
Y/e 31 Mar, Consolidated FY20A FY21A FY22ii FY23ii FY24ii 
Revenues 170,680 171,001 171,220 182,577 193,553 
Ebitda 32,890 42,606 44,319 49,044 53,981 
Depreciation and amortisation (23,577) (23,139) (22,546) (22,839) (22,949) 
Ebit 9,312 19,467 21,772 26,205 31,032 
Non-operating income 697 1,568 880 742 820 
Financial expense (4,707) (4,202) (3,551) (2,859) (2,242) 
PBT 5,302 16,833 19,101 24,088 29,610 
Exceptionals (3,905) (747) 184 0 0 
Reported PBT 1,397 16,086 19,285 24,088 29,610 
Tax expense (2,267) (3,549) (4,385) (6,070) (7,462) 
PAT (870) 12,537 14,900 18,018 22,148 
Minorities, Associates etc. 11 (30) (21) 0 0 
Attributable PAT (860) 12,506 14,879 18,018 22,148 
 

Ratio analysis 
Y/e 31 Mar, Consolidated FY20A FY21A FY22ii FY23ii FY24ii 
Per share data (Rs)      
Pre-exceptional EPS 10.7 46.5 51.6 63.2 77.7 
DPS 5.4 4.0 14.1 17.2 20.9 
BVPS (44.7) 5.0 36.2 82.2 139.0 
Growth ratios (%)      
Revenues 3.3 0.2 0.1 6.6 6.0 
Ebitda 19.8 29.5 4.0 10.7 10.1 
EPS (459.9) 335.2 10.9 22.6 22.9 
Profitability ratios (%)      
Ebitda margin 19.3 24.9 25.9 26.9 27.9 
Ebit margin 5.5 11.4 12.7 14.4 16.0 
Tax rate 162.3 22.1 22.7 25.2 25.2 
Net profit margin (0.5) 7.3 8.7 9.9 11.4 
Return ratios (%)      
ROE (42.0) (234.6) 250.2 106.8 70.3 
ROCE 7.3 14.5 16.3 20.4 24.4 
Solvency ratios (x)      
Net debt-equity (8.5) 65.0 8.0 2.8 1.2 
Net debt to Ebitda 3.3 2.2 1.9 1.3 0.9 
Interest coverage 2.0 4.6 6.1 9.2 13.8 
Source: Company data, IIFL Research 

 

Balance sheet summary (Rs m) 
Y/e 31 Mar, Consolidated FY20A FY21A FY22ii FY23ii FY24ii 
Cash & cash equivalents 15,709 22,095 13,128 13,427 16,676 

Inventories 730 344 370 370 370 

Receivables 32,289 26,077 26,269 28,012 29,696 

Other current assets 10,694 9,855 9,769 9,769 9,769 

Creditors 38,450 32,395 32,837 35,015 37,120 

Other current liabilities 39,060 35,632 34,650 34,650 34,650 

Net current assets (18,089) (9,654) (17,951) (18,088) (15,259) 
Fixed assets 112,815 103,311 101,546 98,790 96,164 

Intangibles 18,356 16,815 16,815 16,815 16,815 

Investments 9,013 9,509 9,539 9,539 9,539 

Other long-term assets 22,010 25,328 23,284 23,284 23,284 

Total net assets 144,105 145,308 133,232 130,339 130,542 

Borrowings 124,135 115,509 95,439 79,439 63,439 

Other long-term liabilities 32,706 28,362 27,482 27,482 27,482 
Shareholders equity (12,736) 1,436 10,311 23,418 39,621 
Total liabilities 144,105 145,308 133,232 130,339 130,542 
 

Cash flow summary (Rs m) 
Y/e 31 Mar, Consolidated FY20A FY21A FY22ii FY23ii FY24ii 
Ebit 9,312 19,467 21,772 26,205 31,032 
Tax paid (2,793) (4,964) (3,292) (6,070) (7,462) 
Depreciation and amortization 23,577 23,139 22,546 22,839 22,949 
Net working capital change (2,513) (5,886) (2,212) 436 421 
Other operating items (2,336) 43 0 0 0 
Operating cash flow before interest 25,248 31,798 38,815 43,409 46,940 
Financial expense (4,707) (4,202) (3,551) (2,859) (2,242) 
Non-operating income 697 1,568 880 742 820 
Operating cash flow after interest 21,237 29,164 36,144 41,292 45,518 
Capital expenditure (16,810) (13,636) (18,543) (20,083) (20,323) 
Long-term investments 1,738 (347) 0 0 0 
Others 637 738 (193) 0 0 
Free cash flow 6,802 15,919 17,408 21,209 25,195 
Equity raising 0 0 0 0 0 
Borrowings (4,044) (8,381) (22,363) (16,000) (16,000) 
Dividend (1,529) (1,152) (4,013) (4,910) (5,946) 
Net chg in cash and equivalents 1,229 6,386 (8,968) 299 3,249 
Source: Company data, IIFL Research 
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