
April 12, 2019 2

  

Company details
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BSE code: 532540

NSE code: TCS

Sharekhan code: TCS

Free float: (No of shares) 104.9 cr
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Price performance

Stock Update
Stable performance, strong deal wins continue

(%) 1m 3m 6m 12m

Absolute 0.9 8.3 0.3 40.9

Relative to Sensex -4.2 1.1 -10.1 22.2

Tata Consultancy Services

Reco: Buy  |  CMP: Rs2,014

Key points

 �   Good quarter: Tata Consultancy Services 
(TCS) delivered higher-than-estimated revenue 
growth for Q4FY2019E, with 2.4% q-o-q growth 
and 12.7% y-o-y on CC basis. EBIT margin of the 
company declined by 50 BPS q-o-q to 25.1% 
(below estimates), however adjusting for Rs. 220 
crore contribution to electoral trust, margin stood 
at 25.7%, which was ahead of our expectations. 
Topline growth for the quarter was driven by 
impressive 11.6% y-o-y growth in BFSI, 9.9% 
y-o-y growth in retail and CPG vertical and 10% 
y-o-y growth in the communication and media 
vertical. There was strong growth across key 
geographies on a y-o-y basis, North America 
(9.9%), U.K. (21.3%) and APAC (11.5%). Digital 
revenue (31% vs. 30.1% q-o-q) continued to show 
strong growth momentum, grew by 46.4% y-o-y 
on CC basis. Net profit for the quarter remained 
muted q-o-q and grew by 17.7% y-o-y.  

 �  Management confident on growth, despite 
macro challenges: Management of TCS has 
alluded at continuing of growth momentum in 
FY2020E, despite witnessing macro challenges 
in the environment. FY2019 was a strong broad-
based growth year, driven by strong mega 
deal wins in FY2018. Stepping into FY2020E, 
management has stated at strong TCV wins in 
FY2019 ($22 billion), which give comfort on the 
growth trajectory. However, management has 
resented from giving any growth statement 
unlike last fiscal, where it has stated at delivering 
double-digit revenue growth. On the margin 
front, management has maintained aspirational 
margin band of 26-28%, despite visa challenges 
(rejection of higher Visa applications and 
shortage of talents). Despite macro challenges, 
order book during the quarter remained strong in 
FY2019, which indicates the company’s product 
differentiation and rising client relevance.  

 �  Valuation: Maintain Buy with a PT of Rs. 
2,400: We have fine-tuned our earnings 
estimates for FY2020E/FY20121E, factoring in 
margin headwinds owing to shortage of talents 
for new-age technologies and reset of USD/
INR rates. We remain positive on the revenue 
growth momentum of TCS in FY2020E, given 
acceleration in deal wins with increasing TCVs, 
strong digital growth and good execution. At 
the CMP, the stock is trading at 22x/20x its 
FY2020E/FY2021E EPS, which commands an 
industry-leading PE multiple, given its increasing 
market share among large peers and industry-
leading organic growth prospects. Therefore, we 
maintain our Buy rating on the stock with a price 
target (PT) of Rs. 2,400. 
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Valuation Rs cr
Particulars FY18 FY19 FY20E FY21E
Total revenue    1,23,104.0  1,46,463.0  1,60,187.2  1,74,720.2 

EBIT margin (%)              24.8            25.6            25.6            25.8 

Net profit       25,826.0     31,472.0     34,263.9     37,657.3 

EPS (Rs.) 67.1 83.1 90.4 99.4

P/E (x) 30.0 24.2 22.3 20.3

EV/EBITDA 11.7 9.4 8.6 7.8

ROE (%) 29.5 34.1 33.6 34.4

ROCE (%) 37.6 43.5 43.4 44.5

Results Rs cr

Particulars Q4FY19 Q4FY18 Q3FY19 YoY (%) QoQ (%)

Revenue ($ mn) 5,397.0 4,972.0 5,250.0 8.5 2.8

Revenue in INR (cr) 38,010.0 32,075.0 37,338.0 18.5 1.8

Direct costs 21,709.0 18,122.0 21,320.0 19.8 1.8

Gross profit 16,301.0 13,953.0 16,018.0 16.8 1.8

SG&A 6,228.0 5,301.0 5,935.0 17.5 4.9

EBITDA 10,073.0 8,652.0 10,083.0 16.4 -0.1

Depreciation 536.0 505.0 519.0 6.1 3.3

EBIT 9,537.0 8,147.0 9,564.0 17.1 -0.3

Other income 1,165.0 982.0 1,147.0 18.6 1.6

PBT 10,702.0 9,129.0 10,711.0 17.2 -0.1

Tax provision 2,549.9 2,204.0 2,590.0 15.7 -1.5

Net profit 8,152.1 6,925.0 8,121.0 17.7 0.4

Minority interest 26.1 21.0 26.0 24.3 0.4

Adj. Net Profit 8,126.0 6,904.0 8,095.0 17.7 0.4

EPS (Rs) 21.7 18.4 21.6 17.7 0.4

Margin (%) BPS BPS

EBITDA 26.5 27.0 27.0 -47 -50

EBIT 25.1 25.4 25.6 -31 -52

NPM 21.4 21.5 21.7 -15 -30

Operating metrics

Particulars Revenue Contribution $ Growth (%) CC growth (%)

($ mn) (%) q-o-q y-o-y y-o-y

Revenue ($ mn) 5,397 100 2.8 8.5 12.1

Geographic mix 

North America 2,736 50.7 1.8 9.6 9.9

Latin America 108 2.0 2.8 8.5 16.2

U.K. 858 15.9 5.5 13.5 21.3

Continental Europe 761 14.1 2.8 7.8 17.5

India 313 5.8 4.6 1.5 11.3

APAC 513 9.5 3.9 6.3 11.5

MEA 108 2.0 -2.1 -13.2 -4.0

Industry verticals

BFSI 1,662 30.8 2.8 7.5 11.6

Retail & CPG 874 16.2 0.9 5.9 9.9

Communication & media 372 6.9 2.8 5.5 10.0

Manufacturing 389 7.2 2.8 5.6 9.2

Energy & utilities 416 7.7 4.2 16.1 18.2

Technology & services 248 4.6 0.6 4.0 11.3

Regional markets and others 399 7.4 0.1 3.0 6.0

 

Digital 1,673 31.0 5.9 41.4 46.4

Core 3,724 69.0 1.5 -1.7 NA
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