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Tech Mahindra

| Result Update

Tech Mahindra’s (TECHM IN) Q1 revenue performance was largely as estimated in USD, while
in CC terms, it was weak due to 1) seasonality in the Comviva business, and 2) workforce
rationalization at a top client in the Hi-tech vertical . However, Telecom improved noticeably
in Ql. In Telecom, TECHM is seeing a broad-based recovery, including stabilizing business
from top clients in the US market, but durability of this trend is the key here. TECHM is
seeking to narrow the gap with peers on FY26 revenue growth, even as it seeks to accelerate
growth thereon. TECHM maintained its 15% EBIT margin guidance for FY27. We retain
Accumulate and raise our TP to INR 1,730 based on 21x FY27E earnings.

Strong performance in Europe and Telecom: Revenue declined 1.4% QoQ and 1% YoY in CC
terms. Performance in USD terms was better due to cross-currency tailwinds. Growth in USD
was 1%/0.4% QoQ/YoY. In INR terms, TECHM reported a revenue contraction of 0.2% QoQ. In
Ql, the Americas reported a revenue growth of 2.6% QoQ after three quarters of a sequential
drop. The EU grew 3.6% QoQ, while the RoW declined 4.5% QoQ in Ql. Vertical-wise, noticeable
improvement was seen in Telecom, with revenue growth of 2.8% QoQ after many quarters of
a sequential drop. BFSI was down 0.6% QoQ. Manufacturing, Hi-tech and Healthcare reported
QoQ growth. New deal total contract value (TCV) came in at USD 809mn, up+ 1.5% QoQ/+51.5%
YoY. LTM attrition was up 80bps QoQ to 12.6%. Headcount was down by 214 QoQ.

Margin expansion led by Project Fortius: TECHM's EBIT margin expanded 60bps in Ql to
11.1%. Margin headwinds were seasonality in the Comviva business, higher visa costs, and
lower utilization. These were mitigated by tailwinds such as savings from Project Fortius
(more offshoring, subcontractor cost down). The management retained its EBIT margin
target of 15% in FY27, driven by a focus on cost optimization through pyramid optimization,
SG&A rationalization, improved utilization, pricing strategies, and contingent on growth
Tecovery.

Maintain Accumulate with a higher TP of INR 1,730: TECHM continues to impress with
quality client additions. It has added 13 must-have clients in Q1FY26 (45 such clients added
in FY25). Most of them are Fortune-500 clients. Recovery in Telecom is encouraging, after
many quarters of a decline. Telecom may have been helped by CC tailwinds, but adjusted for
that also, the trend is encouraging.

In our view, the ‘Big Beautiful Bill', which was signed at the start of July 2025, has addressed
concerns regarding Telecom in the US and may have helped this recovery. But sustained
growth is required in the next few quarters to firm up our view. For FY27, TECHM aspires to
grow above the industry average, and we believe ingredients are in place. We have largely
retained our revenue estimates as we expect growth to recover in FY27. We expect a 15% EBIT

margin in FY27E (similar to the guidance) with a 30% earnings CAGR in FY25-27E. TECHM
has run up 9-10% post Q4FY25 results and currently trades at 26.7x FY26E earnings and 19.5x

FY27E earnings. Given the recovery in TECHM's largest vertical, Telecom, we raise TP to INR
1,730 from INR 1,530, based on 21x FY27E earnings (20x earlier). We maintain Accumulate.

Key Financials

YE March FY24 FY25 FY26E FY27E FY28E
Revenue (INR mn) 519,956 529,883 543,945 575,305 609,901
YoY (%) (2.9) 1.9 2.7 5.8 6.0
EBITDA (INR mn) 49,646 69,911 84,714 105,538 118,196
EBITDA margin (%) 9.5 13.2 15.6 18.3 19.4
Adj PAT (INR mn) 23,579 42,515 53,354 73,031 79,708
YoY (%) (51.2) 80.3 25.5 36.9 9.1
Fully DEPS (INR) 26.6 47.9 60.1 82.3 89.9
RoE (%) 8.5 15.5 19.1 25.8 27.2
RoCE (%) 9.2 18.0 22.9 30.4 33.3
P/E (x) 60.3 33.5 26.7 19.5 17.9
EV/EBITDA (x) 30.7 21.8 18.0 14.4 12.9

Note: Pricing as on 16 July 2025; Source: Company, Elara Securities Estimate
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Financials (YE March)

Income Statement (INR mn) FY24 FY25 FY26E FY27E FY28E
Total Revenue 519,956 529,883 543,945 575,305 609,901
Gross Profit 128,809 149,035 188,593 209,356 224,376
EBITDA 49,646 69,911 84,714 105,538 118,196
EBIT 26,893 51,109 65,122 87,352 98,963
Interest expense 3,922 3,217 3,061 2,537 3,645
Other income 9,169 8,554 9,100 10,852 11,167
Exceptional/ Extra-ordinary items - - - - -
PBT 32,140 56,446 71,161 95,667 106,484
Tax 8,276 14,002 17,825 22,496 26,636
Minority interest/Associates income (285) 71 18 (140) (140)
Reported PAT 23,579 42,515 53,354 73,031 79,708
Adjusted PAT 23,579 42,515 53,354 73,031 79,708
Balance Sheet (INR mn) FY24 FY25 FY26E FY27E FY28E
Shareholders' Equity 266,694 273,615 276,283 279,934 295,876
Minority Interest 4,774 4,302 4,334 4,534 4,734
Trade Payables 37,853 44,108 44,708 47,285 50,129
Provisions & Other Current Liabilities 88,313 77,918 81,721 86,704 96,916
Total Borrowings 15,310 4,714 4,714 4,714 4,714
Other long term liabilities 8,988 23,270 23,270 23,270 23,270
Total liabilities & equity 434,236 444,945 452,048 463,460 487,943
Net Fixed Assets 36,193 39,197 27,765 18,208 8,124
Goodwill 75,106 76,993 76,993 76,993 76,993
Intangible assets 28,350 23,491 23,491 23,491 23,491
Business Investments / other NC assets 60,334 68,472 68,472 68,472 68,472
Cash, Bank Balances & treasury investments 47,355 45,422 60,156 74,249 101,230
Inventories 375 394 394 394 394
Sundry Debtors 71,256 65,486 74,543 78,841 83,582
Other Current Assets 115,267 125,490 120,234 122,812 125,657
Total Assets 434,236 444,945 452,048 463,460 487,943
Cash Flow Statement FY24 FY25 FY26E FY27E FY28E
Cashflow from Operations 63,764 57,857 73,579 92,102 99,896
Capital expenditure (7,911) (5,935) (8,159) (8,630) (9,149)
Acquisitions / divestitures (7,488) (1,620) - - -
Other Business cashflow 2,262 7,323 - - -
Free Cash Flow 50,627 57,625 65,420 83,473 90,747
Cashflow from Financing (47,672) (57,992) (50,686) (69,380) (63,766)
Net Change in Cash / treasury investments 2,955 (367) 14,733 14,093 26,981
Key assumptions & Ratios FY24 FY25 FY26E FY27E FY28E
Dividend per share 40.0 45.0 57.1 78.2 71.9
Book value per share 300.5 308.3 311.5 315.6 333.5
RoCE (Pre-tax) 9.2 18.0 22.9 30.4 333
ROIC (Pre-tax) 10.8 21.4 28.2 39.7 47.2
ROE% 8.5 15.5 19.1 25.8 27.2
Asset Turnover 13.6 141 16.2 25.0 46.3
Net Debt to Equity (x) (0.2) (0.2) 0.2) 0.2) (0.3)
Net Debt to EBITDA (x) (0.6) (0.6) (0.7) (0.7) (0.8)
Interest cover (x) (EBITDA/ int exp) 12.7 21.7 27.7 41.6 32.4
Total Working capital days (WC/rev) 19.7 11.2 15.4 14.5 13.7
Valuation FY24 FY25 FY26E FY27E FY28E
P/E (x) 60.3 33.5 26.7 19.5 17.9
P/Sales (x) 3.0 3.0 2.9 2.7 2.6
EV/ EBITDA (x) 30.7 21.8 18.0 14.4 12.9
EV/ OCF (x) 23.9 26.4 20.7 16.6 15.3
FCF Yield 3.3 3.8 4.3 5.5 6.0
Price to BV (x) 5.4 5.2 5.2 5.1 4.8
Dividend yield (%) 2.5 2.8 3.6 4.9 4.5

Note: Pricing as on 16 July 2025; Source: Company, Elara Securities Estimate
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Exhibit 1: Quarterly financials

YE March (INR mn) Q1FY26 Q1FY25 YoY (%) Q4FY25 QoQ (%) Q1FY26E Variance (%)
Revenue (USD mn) 1,564 1,559 0.3 1,549 1.0 1,565 0.0
Revenue 1,33,512 1,30,055 2.7 1,33,840 0.2) 1,34,558 0.8)
Operating expenditure 1,14,160 1,14,410 0.2) 1,15,166 (0.9) 1,14,912 0.7)
Cost of revenues 95,236 95,532 (0.3) 94,800 0.5 94,863 0.4
SG&A expenses 18,924 18,878 0.2 20,366 (7.1 20,049 (5.6)
EBITDA 19,352 15,645 23.7 18,674 3.6 19,645 (1.5)
Depreciation 4,581 4,622 4,621 4,963 (7.7)
EBIT 14,771 11,023 34.0 14,053 5.1 14,683 0.6
Finance expense 778 715 853 888 (12.4)
Other income 2,188 1,473 1,442 2,293 (4.6)
PBT 16,181 11,781 37.4 14,642 10.5 16,088 0.6
total tax 4,893 3,133 3,223 4,022 21.7
Adjusted PAT 11,406 8,515 34.0 11,667 (2.2) 12,016 (5.1)
Reported EPS (INR) 12.9 9.6 33.9 13.2 (2.2) 13.5 (5.1)

Source: Company, Elara Securities Estimate

Conference call highlights

4

Elara Securities (India) Private Limited

Demand outlook: TECHM noted a mixed demand environment in Ql, with demand softness in
Auto, Manufacturing, and Hi-tech. However, Telecom has stabilized and BFSI remains steady.
Revenue momentum is expected to pick up from Q2, driven by large deal transitions and
stabilization in key verticals. The management expects FY26 growth to be better than FY25. For
FY27, TECHM has reiterated its ambition to outpace the peer group in growth, only caveat is
status quo demand environment.

Deal momentum: TECHM recorded strong deal momentum, with Q4 TCV of USD 809mn and large
bookings steadily increasing. Deals with ticket size of >INR 25mn now form a larger share of total
TCV. Deal win ratios continue to improve, with broad-based wins across verticals. The revenue
impact from these large deals is expected from Q2.

Vertical-wise break-down: Telco remains steady overall, with some volatility in India, MEA, and
Africa. Europe shows a strong pipeline, momentum led by consolidation opportunities. Americas,
which faces challenges earlier, is now stabilized. Growth is expected to return. BFSI seeing a
strong traction in asset management, payments, and platforms such as Guidewire and Temenos.
Within Manufacturing, the Auto sector is seeing softness, with tariff-related uncertainty,
although ramp-ups in Aerospace have provided some offset. The Hi-tech vertical was hit by
restructurings at a client (in semiconductors) and some discretionary budget cuts. Retail showed
resilience, with strategic wins, including a multi-year engagement with a global fashion brand
for digital and data transformation.

Geography-wise performance: Growth was led by Europe (increased telecom consolidation and
traction in the Comviva business). The Americas posted a sequential improvement (some
recovery in Telecom, but with weakness in Manufacturing and Auto). RoW reported a QoQ
decline due to volatility in India, the Middle East and Africa. The RoW vertical is undergoing
reorganization, to align with the global vertical model. This is expected to improve relevance and
growth in the coming quarters.

AL TECHM has developed 200+ enterprise-grade Al agents, many already deployed at scale, and
is preparing to launch an agentic Al platform with both horizontal (e.g., HR, F&A) and vertical
(e.g., telecom, insurance) cartridges. About 77K+ employees have been trained in Al and GenAl,
with a significant number holding advanced certifications.
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Exhibit 2: USD revenue growth improved sequentially Exhibit 3: INR growth trend
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Exhibit 4: TCV continues to improve sequentially Exhibit 5: America — Growth driven by a recovery in Telecom
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Exhibit 6: RoW growth decelerating Exhibit 7: EU - Sequential growth
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Exhibit 8: BFSI reported a sequential decline in Q1 Exhibit 9: Manufacturing driven by ramp-up in aerospace business
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Exhibit 10: Employee cost, as a percentage of sales, steady Exhibit 11: Attrition picking up sequentially
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Exhibit 12: Subcontractor cost trending down Exhibit 13: Margin improves sequentially
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Exhibit 14: Employee count down... Exhibit 15: ... largely in the IT business
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Exhibit 16: Valuation
(INR)
Current trailing 12 months (TTM) EPS 51
Current market price (CMP) 1608
Target EPS 82
Target EPS period FY27E
Target multiple (x) 21
Target price (per share) 1,730
Upside (%) 7.6
Note: Pricing as on 16 July 2025; Source: Elara Securities Estimate 7
Exhibit 17: Change in estimates
(INR mn) Earlier Revised % change

FY26E FY27E FY28E FY26E FY27E FY28E I FY26E FY27E FY28E
Revenue in USD 6,362 6,683 7,092 6,337 6,690 7,092 I (0.4) 0.1 (0.0)
Revenue in INR 5,47,123 5,74,766 6,09,917 5,43,945 5,75,305 6,09,901 (0.6) 0.1 (0.0)
EBIT 65,529 86,229 1,07,073 65,122 87,352 98,963 (0.6) 1.3 (7.6)
EBIT margin (%) 12.0 15.0 17.6 12.0 15.2 16.2
PAT 56,534 67,230 70,086 53,354 73,031 79,708 (5.6) 8.6 13.7
EPS (INR) 64 76 79 60.1 82.3 89.9 (5.6) 8.6 13.8
TP (INR) 1,530 1,730 13.1

Source: Elara Securities Estimate
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Price
Date Rating Target Price (INR) Closing Price (INR)
01-Nov-2022 Accumulate 1,280 1,071
08-Dec-2022 Buy 1,320 1,074
27-Apr-2023 Buy 1,220 1,003
23-Jun-2023 Buy 1,340 1,116
26-Jul-2023 Buy 1,380 1,143
25-0ct-2023 Buy 1,360 1,142
24-Jan-2024 Buy 1,660 1,408
18-0ct-2024 Sell 1,370 1,688
17-Jan-2025 Sell 1,410 1,660
24-Apr-2025 Accumulate 1,530 1,445
16-Jul-2025 Accumulate 1,730 1,608

Guide to Research Rating

BUY (B) Absolute Return >+20%

ACCUMULATE (A) Absolute Return +5% to +20%
REDUCE (R) Absolute Return -5% to +5%

SELL (S) Absolute Return < -5%
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Disclosures & Confidentiality for non U.S. Investors

The Note is based on our estimates and is being provided to you (herein referred to as the “Recipient”) only for information purposes. The sole purpose of this Note is to provide preliminary information on the business
activities of the company and the projected financial statements in order to assist the recipient in understanding / evaluating the Proposal. Nothing in this document should be construed as an advice to buy or sell or
solicitation to buy or sell the securities of companies referred to in this document. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an
investment in the securities of companies referred to in this document (including the merits and risks involved) and should consult its own advisors to determine the merits and risks of such an investment.
Nevertheless, Elara Securities (India) Private Limited or any of its affiliates is committed to provide independent and transparent recommendation to its client and would be happy to provide any information in
response to specific client queries. Elara Securities (India) Private Limited or any of its affiliates have not independently verified all the information given in this Note and expressly disclaim all liability for any errors
and/or omissions, representations or warranties, expressed or implied as contained in this Note. The user assumes the entire risk of any use made of this information. Elara Securities (India) Private Limited orany of
its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in or deal as principal or agent in or for the securities mentioned in this document. They may
perform or seek to perform investment banking or other services for or solicit investment banking or other business from any company referred to in this Note. Each of these entities functions as a separate, distinct
and independent of each other. This Note is strictly confidential and is being furnished to you solely for your information. This Note should not be reproduced or redistributed or passed on directly or indirectly in any
form to any other person or published, copied, in whole or in part, for any purpose. This Note is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in
any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Elara Securities (India) Private Limited or any of its
affiliates to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and persons in whose possession this document
comes, should inform themselves about and observe, any such restrictions. Upon request, the Recipient will promptly return all material received from the company and/or the Advisors without retaining any copies
thereof. The Information given in this document is as of the date of this report and there can be no assurance that future results or events will be consistent with this information. This Information is subject to change
without any prior notice. Elara Securities (India) Private Limited or any of its affiliates reserves the right to make modifications and alterations to this statement as may be required from time to time. However, Elara
Securities (India) Private Limited is under no obligation to update or keep the information current. Neither Elara Securities (India) Private Limited nor any of its affiliates, group companies, directors, employees,
agents or representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.
This Note should not be deemed an indication of the state of affairs of the company nor shall it constitute an indication that there has been no change in the business or state of affairs of the company since the date
of publication of this Note. The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in
the report. Elara Securities (India) Private Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in the securities or derivatives of any
companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

Any clarifications / queries on the proposal as well as any future communication regarding the proposal should be addressed to Elara Securities (India) Private Limited. It is important to note that any dispute with
respect to this research report, would not have access to stock exchange investor redressal forum or arbitration mechanism.

Elara Securities (India) Private Limited was incorporated in July 2007 as a subsidiary of Elara Capital (India) Private Limited.

Elara Securities (India) Private Limited is a SEBI registered Stock Broker in the Capital Market and Futures & Options Segments of National Stock Exchange of India Limited [NSE], in the Capital Market Segment of
BSE Limited [BSE] and a Depository Participant registered with Central Depository Services (India) Limited [CDSL].

Elara Securities (India) Private Limited’s business, amongst other things, is to undertake all associated activities relating to its broking business.

The activities of Elara Securities (India) Private Limited were neither suspended nor has it defaulted with any stock exchange authority with whom it is registered in last five years. However, during the routine course
of inspection and based on observations, the exchanges have issued advise letters or levied minor penalties on Elara Securities (India) Private Limited for minor operational deviations in certain cases. Elara Securities
(India) Private Limited has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has the certificate of registration been cancelled by SEBI at any point of time.

Elara Securities (India) Private Limited offers research services primarily to institutional investors and their employees, directors, fund managers, advisors who are registered or proposed to be registered.
Details of Associates of Elara Securities (India) Private Limited are available on group company website www.elaracapital.com
Elara Securities (India) Private Limited is maintaining arms-length relationship with its associate entities.

Research Analyst or his/her relative(s) may have financial interest in the subject company. Elara Securities (India) Private Limited does not have any financial interest in the subject company, whereas its associate
entities may have financial interest. Research Analyst or his/her relative does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately preceding
the date of publication of Research Report. Elara Securities (India) Private Limited does not have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month immediately
preceding the date of publication of Research Report. Associate entities of Elara Securities (India) Private Limited may have actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of Research Report. Research Analyst or his/her relative or Elara Securities (India) Private Limited or its associate entities does not have any other material
conflict of interest at the time of publication of the Research Report.

Artificial Intelligence (AI) tools may have been used only for compilation or collating publicly available research data or internally generated research data during the information gathering and/or summarizing the
final report.

Research Analyst or his/her relative(s) has not served as an officer, director or employee of the subject company.

Research analyst or Elara Securities (India) Private Limited have not received any compensation from the subject company in the past twelve months. Associate entities of Elara Securities (India) Private Limited may
have received compensation from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities have not managed or co-managed public offering
of securities for the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associates have not received any compensation for investment banking or merchant
banking or brokerage services from the subject company in the past twelve months. Research analyst or Elara Securities (India) Private Limited or its associate entities may have received any compensation for
products or services other than investment banking or merchant banking or brokerage services from the subject company or third party in connection with the Research Report in the past twelve months.

Disclaimer & Standard warning

Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or
provide any assurance of returns to investors.

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Disclaimer for non U.S. Investors

The information contained in this note is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information,
there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional
advice after a thorough examination of the particular situation.

Disclosures for U.S. Investors

The research analyst did not receive compensation from Tech Mahindra Limited.

Elara Capital Inc.’s affiliate did not manage an offering for Tech Mahindra Limited.

Elara Capital Inc.’s affiliate did not receive compensation from Tech Mahindra Limited in the last 12 months.

Elara Capital Inc.’s affiliate does not expect to receive compensation from Tech Mahindra Limited in the next 3 months.

Disclaimer for U.S. Investors

This material is based upon information that we consider to be reliable, but Elara Capital Inc. does not warrant its completeness, accuracy or adequacy and it should not be relied upon as such.

This material is not intended as an offer or solicitation for the purchase or sale of any security or other financial instrument. Securities, financial instruments or strategies mentioned herein may not be suitable for
all investors. Any opinions expressed herein are given in good faith, are subject to change without notice, and are only correct as of the stated date of their issue. Prices, values or income from any securities or
investments mentioned in this report may fall against the interests of the investor and the investor may get back less than the amount invested. Where an investment is described as being likely to yield income,
please note that the amount of income that the investor will receive from such an investment may fluctuate. Where an investment or security is denominated in a different currency to the investor’s currency of
reference, changes in rates of exchange may have an adverse effect on the value, price or income of or from that investment to the investor. The information contained in this report does not constitute advice on
the tax consequences of making any particular investment decision. This material does not take into account your particular investment objectives, financial situations or needs and is not intended as a
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Certain statements in this report, including any financial projections, may constitute “forward-looking statements.” These “forward-looking statements” are not guarantees of future performance and are based
on numerous current assumptions that are subject to significant uncertainties and contingencies. Actual future performance could differ materially from these “forward-looking statements” and financial
information.
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