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CMP: Rs. 2134, Target Price: Rs. 2400, Upside: 12%, FV: Re. 1, EPS (FY19): Rs. 83.05, P/E: 26X,
Market Cap: Rs. 8,00,703 crores, ROE: 35%

We like TCS from the IT space as the Company is responsive to changing customer needs and aligned its
business model to new age requirements. The Company today has a competitive advantage over peers as it
has focused on building digital capabilities which is yielding high margins. The Company is growing organically
by adding new clients by focusing of innovation which is helping the Company to win larger size deals.

TCS reported revenue of US$20.93 billion in FY 2019, growing 11.4 percent in organic, constant currency
terms. Growth has been particularly strong in the United Kingdom and in Europe, where it grew 22% and
17.8% respectively.

The company has benefited significantly from expanding enterprise spends on technology-led product or
service innovation, customer analytics and insights, and core transformation initiatives. The company has been
steadily launching new services to cater to different stakeholders within the enterprise, as well as new
products and platforms.

The Company has been systematically investing in research and innovation, taking up promising themes in
each industry, and collaborating with domain experts to build innovative solutions that are proactively
showcased to customers. Additionally, TCS has alliance partnerships with all the major technology providers,
and works closely with them to launch and jointly market industry-specific solutions that leverage their
technologies, and TCS' domain knowledge.
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Q1FY20 result update

The Company witnessed 10.6 percent yoy growth in constant currency terms and 8.6 percent on yoy basis in
dollar terms. Reported revenue in INR was Rs. 381.72 billion which is yoy growth of 11.4%. In USD terms,
revenue was $5.485 billion which is yoy growth of 8.6%. The demand for its services continues to be driven by
the large-scale deployment of digital technologies as part of its customers growth and transformation
initiatives. Revenue from digital engagements made up 32.2% of its revenues in Q1, a growth of 42% on yoy
basis. In terms of geography, North America accounted for 50.6 percent of its topline, Latin America - 1.8
percent, UK - 15.8 percent, Continental Europe - 14.3 percent, India - 6.0 percent, Asia Pacific - 9.4 percent
and MEA - 2.1 percent.

Geography wise, UK and Europe continue to outperform growing 16% and 15% on yoy basis respectively.
Other markets also continue to grow well. North America grew 7%. Asia Pacific 9.5% and India at 15.9%,
Middle East and Africa as well as Latin America grew 6.4%

Higher ticket size clients (US$ 100 mn) stood at 44, one client moved the ladder to US$50 million + while 13
clients moved to US$ 10 million + category.

The Company’s Operating margin declined by 90 bps to 24.2 per cent in Q1FY20 as against 25.1 per cent in
Q4FY19 and 25 per cent in Q1FY19. Net profit margin in Q1FY20 stood at 21.3 per cent. The annual salary
increments the Company had affected across the board from April 1st and the cross-currency movements in
Q1 resulted in a margin headwind of 2.3%. The Company is able to mitigate this to some extent through a
concerted drive for rigor and operations. Higher Other Income and a lower effective tax rate of 23.4% this
quarter helped boost in net income margin to nearly the same as the year ago at 21.3%. Accounts receivable
was at 70 DSO in dollar terms. Net cash flow from operations was Rs. 84.46 billion which is 103.9% of net
income. Free cash flow was Rs. 75.54 billion and invested funds as of June 30th stood at Rs. 489.03 billion.

On the people front, TCS continues to invest in workforce transformation. As of June 30th, the Company has
trained over 315,000 employees on digital technologies and over 365,000 employees on agile methods.

Rajesh Gopinathan, Chief Executive Officer and Managing Director, said: "We have had a steady start to the
new fiscal year. We see customers continuing to spend on their growth and transformation initiatives, and that
is showing in our strong order book and deal pipeline this quarter."

We recommend a “BUY” with a target price of Rs. 2,400 (PE of 25x at estimated FY19EPS of Rs. 96) for
investors with a horizon of 9-12 months.

Disclosure under SEBI Research Analyst Regulations 2014:

a) Analyst holding: No

b) Company holding: No

c) Directors holding: No

d) Group/Associates Position: No

e) Relationship with management: No

f) Any Compensation Received by our Company/Associate during the last 12 months: No

g) Our Company/Associate have managed the public offering of securities for the subject Company in the past
12 months: No

Recommendation parameters for fundamental reports:

Buy - Absolute return of 20% and above

Accumulate - Absolute return between 15% and above

Book profits: On achieving the price target given in the research report for a particular Company or on a
occurrence of a specific event leading to change in fundamentals of the Company recommended



AJCON GLOBAL

YOUR FRIENDLY FINANCIAL ADVISOR
Disclaimer

Ajcon Global Services Ltd. is a fully integrated investment banking, merchant banking, corporate advisory, stock broking,
commodity and currency broking. Ajcon Global Services Ltd. research analysts responsible for the preparation of the
research report may interact with trading desk personnel, sales personnel and other parties for gathering, applying and
interpreting information.

Ajcon Global Services Ltd. is a SEBI registered Research Analyst entity bearing registration Number INHO00001170 under
SEBI (Research Analysts) Regulations, 2014.

Individuals employed as research analyst by Ajcon Global Services Ltd. or their associates are not allowed to deal or trade
in securities that the research analyst recommends within thirty days before and within five days after the publication of a
research report as prescribed under SEBI Research Analyst Regulations.

Subject to the restrictions mentioned in above para, We and our affliates, officers, directors, employees and their relative
may: (a) from time to time, have long or short positions acting as a principal in, and buy or sell the securities or
derivatives thereof, of Company mentioned herein or (b) be engaged in any other transaction involving such securities and
earn brokerage.

Ajcon Global Services Ltd. or its associates may have commercial transactions with the Company mentioned in the
research report with respect to advisory services.

The information and opinions in this report have been prepared by Ajcon Global Services Ltd. and are subject to change
without any notice. The report and information contained herein is strictly confidential and meant solely for the selected
recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person
or to the media or reproduced in any form, without prior written consent of Ajcon Global Services Ltd. While we would
endeavour to update the information herein on a reasonable basis, Ajcon Global Services Ltd. is under no obligation to
update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent
Ajcon Global Services Ltd. from doing so. This report is based on information obtained from public sources and sources
believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed.
This report and information herein is solely for informational purpose and shall not be used or considered as an offer
document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though
disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Ajcon Global
Services Ltd. will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate
to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all
investors, who must make their own investment decisions, based on their own investment objectives, financial positions
and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any
recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary
because of changes in interest rates, foreign exchange rates or any other reason. Ajcon Global Services Ltd. accepts no
liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks
associated before investing in the securities markets. Actual results may differ materially from those set forth in
projections. Forward-looking statements are not predictions and may be subject to change without notice. Ajcon Global
Services Ltd. or its associates might have managed or co-managed public offering of securities for the subject company or
might have been mandated by the subject company for any other assignment in the past twelve months.

Ajcon Global Services Ltd. encourages independence in research report preparation and strives to minimize conflict in
preparation of research report. Ajcon Global Services Ltd. or its analysts did not receive any compensation or other
benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither Ajcon Global Services Ltd. nor Research Analysts have any material conflict of interest at the time of
publication of this report.
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It is confirmed that Akash Jain - MBA (Financial Markets) or any other Research Analysts of this report has not received

any compensation from the company mentioned in the report in the preceding twelve months. Compensation of our
Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Ajcon Global Services Ltd. or its subsidiaries collectively or Directors including their relatives, Research Analysts, do not
own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding
the publication of the research report.

It is confirmed that Akash Jain — MBA (Financial Markets) research analyst or any other Research Analysts of Ajcon Global
do not serve as an officer, director or employee of the companies mentioned in the report.

Ajcon Global Services Ltd. may have issued other reports that are inconsistent with and reach different conclusion from the
information presented in this report.

Neither the Research Analysts nor Ajcon Global Services Ltd. have been engaged in market making activity for the
companies mentioned in the report.

We submit that no material disciplinary action has been taken on Ajcon Global Services Ltd. by any Regulatory Authority
impacting Equity Research Analysis activities.

Analyst Certification

I, Akash Jain MBA (Financial Markets), research analyst, author and the names subscribed to this report, hereby certify
that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities.
I also certify that no part of compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view (s) in this report.

For research related queries contact:

Mr. Akash Jain - Vice President (Research) at, 022-67160431 (D)

CIN: L74140MH1986PLC041941

SEBI registration Number: INH000001170 as per SEBI (Research Analysts) Regulations, 2014.

Website: www.ajcononline.com

Registered and Corporate office
408 - (4™ Floor), Express Zone, “A” Wing, Cello - Sonal Realty, Near Oberoi Mall and Patel’s, Western Express Highway, Goregaon (East),
Mumbai - 400063. Tel: 91-22-67160400, Fax: 022-28722062
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