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IT Services 

Fed’s dovish commentary has raised hopes of demand inflection in the sector. That is not a 

given. Last two times Fed cut rates this sharply - 2000-01 and 2007-09 - IT Services growth 

plummeted. While probability of a soft-landing this time makes the cause-effect relation (rate 

cut -> demand inflection) still plausible, absence of any precedence make the timing between 

the two suspect.  A better guage of demand in 2024 should therefore be on-ground tangible 

evidences. Those are hardly encouraging. US Banks are talking about NII compression in 2024 

as deposits reprice. Basel III endgame proposal could compress banks’ ROE. Enterprises across 

sectors are still treading on cost optimization path. UK’s demand has turned incrementally 

weak. These are reasons enough for clients to hold off discretionary spend in 2024. That is 

not fully appreciated. Street’s optimism on INFO’s FY25 USD revenue growth (c.8.3%), for 

example, is hinged on mega deals’ contribution. Deceleration of smaller, discretionary 

projects could offset part of that. We estimate that INFO’s initial FY25 growth guidance could 

be as low as 4-6%, triggering estimate reset across large-caps. That would cap incremental 

re-rating as well. Moreover, NIFTY IT’s earning yields has converged with US-10Y yields, 

making re-rating less likely. That said, we realise that multiples may not correct much. We 

therefore raise target PER across coverage to align with current valuations. A modest return 

in 2024 is our base case. Mid-caps with growth momentum behind them are better bets.   

 Prediction I: Purse strings to stay tight: Discretionary spend may remain elusive even in 

2024. As we noted in Budgets ain’t budging, 2024 IT budgets will likely be flattish. ACN 

commentary and our recent interactions with companies corroborate this. Clients have 

reasons to be cautious. US Banks could face pressure on ROE due to a) NII compression as 

they reprice deposit; and b) higher capital requirement due to Basel III endgame proposal. 

There are also evidences of enterprises continuing with their efficiency programs. Nike 

just announced a USD 2bn cost reduction program. Fedex’s “DRIVE” program to cut USD 

1.8bn of operational cost is on-going. AT&T increased its cost saving target by USD 2bn.        

 Prediction II: INFO to guide for 4-6% growth: Street’s FY25 USD revenue estimate for 

INFO builds contribution from mega deals. But it ignores impact of smaller/discretionary 

revenue run-off, in our view. Two datapoints indicate the imapct (of smaller deal) could 

be substantial. One, our TCV-revenue waterfall model suggests contribution of large deal 

to INFO’s revenues rose to c.53% in 1HFY24 (vs. 49% in FY23). Two, even at upper end 

of its FY24 revenue guidance, contribution of its FY23 net new deal wins to FY24 

incremental revenues will be c.11%, lowest since it started reporting this metric. We 

believe full year impact of FY24 run-offs could partially offset contribution from mega 

deals in FY25, especially if core volumes don’t pick up. We therefore estimate that INFO’s 

initial FY25 growth guidance could be as low as 4-6%. We are building in 6%.  

 Prediction III: Multiples will not re-rate:  8% upmove in NIFTY IT since mid-Dec has 

pushed down its earnings yield closer to US 10Y bond yield (Exhibit 6), theoretically 

making it less attractive than US bonds. Last time this happened (pre-GFC), NIFTY IT’s 

earnings yield spiked (or PER contracted steeply). While rate cut expectations will push 

yields down, any drop in earning yields might negate that. We therefore don’t see any 

imminent PER expansion. In fact, lower than expected INFO’s FY25 guidance could could 

reverse some of the recent re-rating in the sector. Another argument against re-rating is 

that multiples have not corrected at all in 2023, despite sharp earning cuts. Top-5’s 

FY24/25E EPS were cut by 2-45% through 2023. PER, in contrast, were up by (1)-51%.  

 How should one position in the sector?  Overall, we expect the sector to give modest 

returns, at best, in 2024. A likely weaker FY24 exit and potentially lower than expected 

initial FY25 guidance could offer investors better entry point post Q4 results. We believe 

mid-caps with growth momentum will continue to out-perform large caps despite heady 

valuations. Coforge is our top mid-cap pick. We prefer WPRO among large-caps given 

low valuation on lower expectations. Besides, higher consulting exposure means its 

growth could be first off the block, if discretionary spend were to rebound.              
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2024 demand outlook: rate-cut not the correct lead indicator 

Historically, IT Services growth has had a direct correlation with US Fed rates. Rate cut cycles 

have coincided with IT Services growth moderation. Clearly, the rate-tightening led US GDP 

contraction flows into a weaker IT Services demand with a lag. Recent rally in IT Services 

stock on the back of Fed’s dovish commentary therefore appears to be predicated on a soft-

landing/no-landing scenario. Though that might break the historical correlation, expectations 

of rate-cut resulting in immediate demand pick-up has no empirical evidence either. We 

therefore opine that instead of macro factors, one should gauge demand from more tangible 

evidences e.g IT budgets, global enterprise’s commentary, change in growth trajectory of 

upstream software/hyperscalers etc.    

 Empirically, US rate cut has coincided with steep decline …         Exhibit 1.
US Fed Fund Rate (%) 

 
Note: Shaded areas represent period of recession; Source: St Louis Fed, JM Financial 

 …in IT Services demand before the growth picks up                           Exhibit 2.
IT Services exports growth, YoY 

 
Source: Nasscom, JM Financial 

 

 Commentary from both banks and non-Bank enterprises point to a sustained focus on cost optimization Exhibit 3.
Companies Commentary 

JP Morgan 

So let me take the most important piece first, which is the 17% through the cycle (ROE) target. Are we keeping that or not in light of the Basel III Endgame 

proposal? So short answer is, we're not going to change that number today. But, you have to start by acknowledging that, that is a major headwind to 

returns 

  
I would point out that given how significant operational risk RWA is as part of the proposal, that is - you can think of that sort of as a generic tax across the 

entire spectrum. And it's, therefore, in some sense, non optimizable. 

Citi 
"You have some of the benefit from further reduction in stranded cost"; 

" I think as we get to the medium term you will start to see some of the benefits from … efficiencies that we start to get in a lower structural cost base 

  
And while the ultimate impact of potentially higher capital requirements won't be known until the Basel III Endgame is finalized, we have been actively 

working through mitigating actions 

Nike 
We are identifying opportunities across the company to deliver up to $2 billion in cumulative cost-savings over the next three years, both up and down our 

P&L and across our value chain 

FedEx Given our progress, we are highly confident that we'll deliver on our goal of $1.8 billion in cost reduction benefits from DRIVE this fiscal year 

AT&T 
We're off to a strong start as we execute on our plan to generate $2 billion plus of incremental cost savings within the next 3 years, and we're confident in 

our ability to achieve this goal. 

PepsiCo 
we expect the consumer to continue to be cautious and to the degree that they are worse than that, we've got cost plans in place that we would use to 

mitigate whatever challenges we face 

Source: Company, JM Financial 
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Infosys may guide for a 4-6% YoY cc growth in FY25 

Bloomberg consensus FY25 USD revenue growth estimate for Infosys is c.8.3%. We believe 

this hinges on contribution of recent mega deal wins in FY25. Robust deal wins in 1HFY24 

(USD 5bn of net new TCV) lends credence to this hypothesis. However, we believe it does not 

take into account the impact of smaller/discretionary deal run-offs. Note, Infosys does not 

report TCV of deals less than USD 50mn. We have tried to analyse the impact that run-

offs/lower growth in less than USD 50mn to Infosys’ FY24 revenues. Two data points are 

instructive. One, our quarterly TCV-revenue waterfall model indicates that the contribution of 

large deal TCV  (reported USD 50mn+ deals) to Infosys’ revenues has increased to 53% in 

1HFY24. This is before the impact of mega deal wins of 2QFY24. In other words, contribution 

of smaller deals to revenues has declined by 4 ppt in 1HFY24 from FY23 levels.  Two, analysis 

of past year’s net new TCV contribution to current year incremental revenues reveals that 

FY24’s incremental revenues (at top-end of INFO’s guidance) would be c.11% of FY23 net 

new TCV. This is significantly below the historical average of 28% (FY20-22). We believe a 

significant part of this gap could be explained by smaller/discretionary project run-offs. Even if 

there are no further run-downs, full year impact of FY24 run-downs should be assumed for 

FY25, in our view.  

Our projection of a 4-6% USD revenue growth guidance for Infosys is based on a) 20-25% 

(at lower and upper-end) of FY24 net new TCV flowing into FY25 revenues. Given, longer 

tenure of deals won in FY24, 20-25% annual contribution seems reasonable; and b) 

assuming run-downs were spread out evenly through FY24, an impact of run-down similar to 

FY24 should be there in FY25 as well. 

 

 Our TCV-Revenue waterfall model indicates that share of Exhibit 4.
smaller deals to rev. has come down (even before recent mega deals) 

 
Assumptions:  
1. Have assumed average tenure of five years for all large deals announced to project revenues;  

2. Assumed revenues are evenly spread out over 20 quarters of deal tenure;  
3. Have not assumed any leakage from large deals; Source: Company, JM Financial estimates 

 This, along with lower contribution of FY23 net new TCV Exhibit 5.
to FY24E revenue reflect impact of smaller deal run-downs 

 
Note: In this analysis, we assume that impact of net new deal TCV of a particular year is felt on the 
incremental revenues of only the succeeding year as post that it becomes part of the base revenues; 

Source: Company, JM Financial estimates 
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Multiples to stay range-bound 

Sharp up-move in IT Services stocks since mid-Dec Feb-pivot suggests market has started 

pricing in demand inflection. We differ. First, we believe earning upgrades may not be as 

forthcoming as the market expects. Second, IT Services stocks did not correct despite sharp 

EPS downgrades in CY23, limiting scope of a mean-reversion. Further, recent move has 

pushed up NSE IT’s earnings yields closer to US-10Y bond yield. Last time this happened (pre-

GFC), yields spiked (or multiples contracted) before normalising. Though we don’t expect any 

spike given a possible soft-landing scenario, a drop in earning yield is also difficult to fathom, 

especially when the 10Y bond yields are likely to trend down.  

 

 Convergence of NSE IT’s earnings yield with US 10Y bond reduces scope of Exhibit 6.
multiple expansion in the near-term 

 
Source: Bloomberg, JM Financial 

 

 CY23 price performance for IT Services stocks was driven Exhibit 7.
predominantly from multiple increase                                           
Price movement break-up between 12-M Fwd EPS and PER in CY23 

 
Source: Bloomberg, JM Financial 

 All large caps saw cuts to FY24/25E EPS in CY23 which Exhibit 8.
limits scope of mean reversion in PER if EPS upgrades don’t come in                                      
Movement in FY24/25E EPS and 12-M fwd PER in CY23               

 
Source: Bloomberg, JM Financial 
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Earning estimates: We build some moderation ahead 

 Changes to estimates – JM IT Services coverage universe Exhibit 9.

 

OLD NEW Change 

Infosys FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 18,660 20,020 21,877 18,652 19,778 21,580 0.0% -1.2% -1.4% 

Revenue Growth - USD (YoY) 2.5% 7.3% 9.3% 2.4% 6.0% 9.1% -4bp -126bp -16bp 

Sales (INRm) 15,44,145 16,61,683 18,15,772 15,44,827 16,41,563 17,91,160 0.0% -1.2% -1.4% 

EBIT (INRm) 3,23,622 3,54,641 3,98,772 3,23,900 3,45,796 3,91,051 0.1% -2.5% -1.9% 

EBIT margin 21.0% 21.3% 22.0% 21.0% 21.1% 21.8% 1bp -28bp -13bp 

EPS (INR) 58.70 63.92 70.98 58.54 62.10 69.14 -0.3% -2.9% -2.6% 

TCS FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 29,109 31,569 34,993 28,864 31,063 34,430 -0.8% -1.6% -1.6% 

Revenue Growth - USD (YoY) 4.2% 8.5% 10.8% 3.4% 7.6% 10.8% -87bp -84bp bp 

Sales (INRm) 24,08,569 26,20,246 29,04,427 23,91,817 25,78,230 28,57,728 -0.7% -1.6% -1.6% 

EBIT (INRm) 5,88,566 6,56,073 7,40,629 5,80,788 6,45,084 7,28,721 -1.3% -1.7% -1.6% 

EBIT margin 24.4% 25.0% 25.5% 24.3% 25.0% 25.5% -15bp -2bp bp 

EPS (INR) 128.41 142.99 160.45 126.82 140.72 157.94 -1.2% -1.6% -1.6% 

Wipro FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 10,836 11,667 12,959 10,806 11,379 12,661 -0.3% -2.5% -2.3% 

Revenue Growth - USD (YoY) -3.5% 7.7% 11.1% -3.8% 5.3% 11.3% -27bp -237bp 18bp 

IT Services Sales (INRm) 8,95,093 9,68,372 10,75,630 8,93,838 9,44,490 10,50,848 -0.1% -2.5% -2.3% 

IT services EBIT (INRm) 1,42,520 1,63,778 1,92,635 1,40,339 1,57,321 1,86,036 -1.5% -3.9% -3.4% 

IT Services EBIT margin 16.2% 17.2% 18.0% 15.9% 16.9% 17.8% -22bp -25bp -20bp 

Consolidated EPS (INR) 21.34 25.28 30.15 20.9 24.3 29.2 -2.2% -3.8% -3.2% 

HCL Tech FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 13,303 14,457 15,963 13,223 14,468 15,975 -0.6% 0.1% 0.1% 

Revenue Growth - USD (YoY) 5.7% 8.7% 10.4% 5.1% 9.4% 10.4% -63bp 74bp bp 

Sales (INRm) 11,00,898 11,99,894 13,24,915 10,95,468 12,00,818 13,25,941 -0.5% 0.1% 0.1% 

EBIT (INRm) 2,02,957 2,28,064 2,51,277 2,00,237 2,26,447 2,54,131 -1.3% -0.7% 1.1% 

EBIT margin 18.4% 19.0% 19.0% 18.3% 18.9% 19.2% -16bp -15bp 20bp 

EPS (INR) 57.90 65.74 72.38 57.2 65.3 73.1 -1.3% -0.7% 1.0% 

TechM FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 6,234 6,631 7,447 6,238 6,514 7,226 0.1% -1.8% -3.0% 

Revenue Growth - USD (YoY) -5.6% 6.4% 12.3% -5.6% 4.4% 10.9% 6bp -194bp -138bp 

Sales (INRm) 5,15,693 5,50,351 6,18,117 5,16,774 5,40,635 5,99,754 0.2% -1.8% -3.0% 

EBIT (INRm) 34,869 68,835 88,861 32,053 67,411 86,138 -8.1% -2.1% -3.1% 

EBIT margin 6.8% 12.5% 14.4% 6.2% 12.5% 14.4% -56bp -4bp -1bp 

EPS (INR) 30.96 60.70 77.39 28.6 59.4 75.0 -7.8% -2.2% -3.1% 

LTIMindtree FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 4,350 4,788 5,424 4,324 4,692 5,248 -0.6% -2.0% -3.2% 

Revenue Growth - USD (YoY) 6.0% 10.1% 13.3% 5.3% 8.5% 11.9% -65bp -155bp -142bp 

Sales (INRm) 3,60,010 3,97,392 4,50,165 3,57,804 3,89,402 4,35,600 -0.6% -2.0% -3.2% 

EBIT (INRm) 59,957 71,183 82,434 59,255 67,790 78,514 -1.2% -4.8% -4.8% 

EBIT margin 16.7% 17.9% 18.3% 16.6% 17.4% 18.0% -9bp -50bp -29bp 

EPS (INR) 161.81 194.66 226.98 162.36 189.75 219.48 0.3% -2.5% -3.3% 

Persistent FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 1,181 1,348 1,565 1,182 1,348 1,565 0.1% 0.0% 0.0% 

Revenue Growth - USD (YoY) 14.0% 14.1% 16.1% 14.1% 14.0% 16.1% 11bp -11bp bp 

Sales (INRm) 97,666 1,11,899 1,29,928 97,901 1,11,899 1,29,928 0.2% 0.0% 0.0% 

EBIT (INRm) 14,783 18,266 21,915 14,295 17,857 21,570 -3.3% -2.2% -1.6% 

EBIT margin 15.1% 16.3% 16.9% 14.6% 16.0% 16.6% -53bp -37bp -27bp 

EPS (INR) 150.87 181.35 222.73 146.70 178.03 219.95 -2.8% -1.8% -1.2% 

Coforge FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (USDm) 1,130 1,310 1,532 1,125 1,308 1,531 -0.5% -0.1% -0.1% 

Revenue Growth - USD (YoY) 12.5% 15.9% 17.0% 12.0% 16.3% 17.0% -52bp 40bp bp 

Sales (INRm) 93,237 1,09,164 1,27,390 92,801 1,09,031 1,27,235 -0.5% -0.1% -0.1% 

EBIT (INRm) 12,870 16,864 20,252 12,619 16,764 20,135 -2.0% -0.6% -0.6% 

EBIT margin 13.8% 15.9% 16.1% 13.6% 15.8% 16.0% -21bp -7bp -7bp 

EPS (INR) 152.27 214.13 258.71 149.1 212.8 257.1 -2.1% -0.6% -0.6% 

Source: JM Financial estimates 
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How are we different from consensus 

 JMFe vs. consensus Exhibit 10.

 

Consensus estimates JMFe estimates JMFe vs. Consensus 

Infosys FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 15,43,886 16,75,981 18,40,723 15,44,827 16,41,563 17,91,160 0.1% -2.1% -2.7% 

EBITDA (INRm) 3,68,855 4,05,239 4,47,246 3,70,746 3,95,259 4,45,751 0.5% -2.5% -0.3% 

EBITDA margin 23.9% 24.2% 24.3% 24.0% 24.1% 24.9% 11bp -10bp 59bp 

Net Income (INRm) 2,47,320 2,79,949 3,11,007 2,43,796 2,58,246 2,87,123 -1.4% -7.8% -7.7% 

EPS (INR) 59.62 67.47 74.73 58.5 62.1 69.1 -1.8% -8.0% -7.5% 

TCS FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 24,25,621 26,54,186 28,95,913 23,91,817 25,78,230 28,57,728 -1.4% -2.9% -1.3% 

EBITDA (INRm) 6,38,151 7,10,919 7,83,929 6,31,061 6,99,227 7,88,733 -1.1% -1.6% 0.6% 

EBITDA margin 26.3% 26.8% 27.1% 26.4% 27.1% 27.6% 8bp 34bp 53bp 

Net Income (INRm) 4,63,670 5,15,709 5,67,590 4,58,845 5,09,132 5,71,438 -1.0% -1.3% 0.7% 

EPS (INR) 126.7 140.9 155.1 126.8 140.7 157.9 0.1% -0.2% 1.8% 

Wipro FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 9,00,777 9,59,545 10,28,801 8,96,647 9,47,256 10,55,377 -0.5% -1.3% 2.6% 

EBITDA (INRm) 1,70,501 1,86,574 2,02,229 1,66,824 1,87,708 2,19,361 -2.2% 0.6% 8.5% 

EBITDA margin 18.9% 19.4% 19.7% 18.6% 19.8% 20.8% -32bp 37bp 113bp 

Net Income (INRm) 1,12,758 1,26,328 1,40,137 1,09,535 1,27,647 1,53,062 -2.9% 1.0% 9.2% 

EPS (INR) 21.04 23.75 26.39 20.9 24.3 29.2 -0.8% 2.5% 10.6% 

HCL Tech FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 10,97,652 12,04,587 13,22,198 10,95,468 12,00,818 13,25,941 -0.2% -0.3% 0.3% 

EBITDA (INRm) 2,41,809 2,69,219 2,95,238 2,40,310 2,63,704 2,96,396 -0.6% -2.0% 0.4% 

EBITDA margin 22.0% 22.3% 22.3% 21.9% 22.0% 22.4% -9bp -39bp 2bp 

Net Income (INRm) 1,57,323 1,77,021 1,96,652 1,55,099 1,77,142 1,98,390 -1.4% 0.1% 0.9% 

EPS (INR) 57.97 65.23 72.47 57.2 65.3 73.1 -1.4% 0.1% 0.9% 

TechM FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 5,23,832 5,62,150 6,14,940 5,16,774 5,40,635 5,99,754 -1.3% -3.8% -2.5% 

EBITDA (INRm) 59,109 86,448 1,02,526 50,400 85,887 1,04,957 -14.7% -0.6% 2.4% 

EBITDA margin 11.3% 15.4% 16.7% 9.8% 15.9% 17.5% -153bp 51bp 83bp 

Net Income (INRm) 33,505 53,827 65,356 25,310 52,616 66,509 -24.5% -2.3% 1.8% 

EPS (INR) 37.84 60.79 73.81 28.6 59.4 75.0 -24.5% -2.4% 1.7% 

LTIMindtree FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 3,62,017 4,06,284 4,61,336 3,57,804 3,89,402 4,35,600 -1.2% -4.2% -5.6% 

EBITDA (INRm) 68,276 80,121 93,729 67,364 76,357 88,097 -1.3% -4.7% -6.0% 

EBITDA margin 18.9% 19.7% 20.3% 18.8% 19.6% 20.2% -3bp -11bp -9bp 

Net Income (INRm) 48,898 58,367 68,260 48,056 56,136 64,930 -1.7% -3.8% -4.9% 

EPS (INR) 165.51 197.30 233.91 162.4 189.8 219.5 -1.9% -3.8% -6.2% 

Persistent FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 97,727 1,13,164 1,32,252 97,901 1,11,899 1,29,928 0.2% -1.1% -1.8% 

EBITDA (INRm) 17,461 21,129 25,327 17,347 20,944 24,631 -0.7% -0.9% -2.7% 

EBITDA margin 17.9% 18.7% 19.2% 17.7% 18.7% 19.0% -15bp 5bp -19bp 

Net Income (INRm) 11,266 14,021 17,166 10,905 13,695 16,920 -3.2% -2.3% -1.4% 

EPS (INR) 146.96 183.41 224.52 146.7 178.0 220.0 -0.2% -2.9% -2.0% 

Coforge FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

Sales (INRm) 92,891 1,06,613 1,23,354 92,801 1,09,031 1,27,235 -0.1% 2.3% 3.1% 

EBITDA (INRm) 15,776 19,077 22,319 15,735 20,470 24,053 -0.3% 7.3% 7.8% 

EBITDA margin 17.0% 17.9% 18.1% 17.0% 18.8% 18.9% -3bp 88bp 81bp 

Net Income (INRm) 9,242 11,805 14,089 9,190 13,109 15,836 -0.6% 11.1% 12.4% 

EPS (INR) 150.80 191.72 229.04 149.1 212.8 257.1 -1.1% 11.0% 12.2% 

Source: Bloomberg, JM Financial estimates 
 

  



IT Services 02 January 2024 

JM Financial Institutional Securities Limited Page 7 

Multiples: Aligning with current multiples 

 1-Year forward PER Exhibit 11.
  PER - 1 Year Forward 

  5 Yr Avg Avg CY23 Current P/E Target P/E 

Infosys 23X 22X 24X 22X 

TCS 26X 26X 28X 25X 

Wipro 19X 17X 20X 18X 

HCL Tech 17X 19X 23X 21X 

TechM 17X 19X 23X 18X 

LTIMindtree 27X 28X 33X 27X 

Persistent 25X 32X 42X 35X 

Coforge 26X 27X 35X 28X 

Source: Bloomberg, JM Financial  
 

 

 Changes to our Reco, Multiple and Target Price Exhibit 12.

  Changes in Reco Multiple Target price 

  Old New Old New Old New Change 

Infosys HOLD HOLD 20X 22X 1,350 1,480 10% 

TCS HOLD HOLD 23X 25X 3,500 3,840 10% 

Wipro BUY BUY 16X 18X 450 500 11% 

HCL Tech HOLD HOLD 18X 21X 1,250 1,500 20% 

TechM HOLD HOLD 16X 18X 1,120 1,280 14% 

LTIMindtree HOLD HOLD 23X 27X 4,880 5,730 17% 

Persistent HOLD HOLD 28X 35X 5,720 7,340 28% 

Coforge BUY BUY 24X 28X 5,730 6,890 20% 

Source: JM Financial 

 

 

 JM Financial IT Services Coverage Universe – Price Target and Recommendation Exhibit 13.

Co Name CMP 

(INR) 
Reco. 

Target 
Multiple 

(x) 

Target 
Price 

(INR) 

USD revenue growth (%) EPS P/E EV/EBIT ROE 

  FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E FY24E FY25E FY26E 

TCS 3,793 HOLD 25 3,840 3.4 7.6 10.8 126.8 140.7 157.9 29.9 27.0 24.0 23.0 20.7 18.4 48.3 50.4 52.0 

Infosys 1,543 HOLD 22 1,480 2.4 6.0 9.1 58.9 62.4 69.4 26.2 24.7 22.2 19.4 18.4 16.0 30.3 30.6 32.1 

Wipro* 471 BUY 18 500 -3.8 5.3 11.3 20.9 24.4 29.3 22.5 19.3 16.1 17.5 15.2 12.5 14.3 16.6 18.6 

HCL Tech 1,466 HOLD 21 1,500 5.1 9.4 10.4 57.2 65.3 73.1 25.7 22.5 20.1 18.9 16.7 14.8 23.8 26.8 28.9 

Tech Mahindra 1,273 HOLD 18 1280 -5.6 4.4 10.9 28.6 59.6 75.3 44.4 21.4 16.9 34.6 16.4 12.9 9.5 20.4 25.2 

LTIMindtree 6,295 HOLD 27 5,730 5.3 8.5 11.9 162.4 189.8 219.5 38.8 33.2 28.7 16.4 13.8 11.4 26.4 25.7 24.5 

Persistent Systems 7,389 HOLD 35 7,340 14.1 14.0 16.1 146.7 178.0 220.0 50.4 41.5 33.6 38.7 30.4 24.6 26.0 26.4 27.0 

Coforge 6,274 BUY 28 6,890 12.0 16.3 17.0 149.1 212.8 257.1 42.1 29.5 24.4 30.7 22.2 18.4 27.2 31.7 30.7 

Note: IT Services revenue for Wipro; Source: Bloomberg, JM Financial estimates, Note; Price as on 1 January 2024 

  

We have raised our target PER 

multiple closer to the average 12-M 

forward PER of the stocks in CY23; 

Note, our target multiples are 

c.10% below the current PER  
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Valuation charts 

 Infosys- 2yr fwd PER Exhibit 14.

 
Source: Bloomberg, JM Financial 

 TCS- 2yr fwd PER Exhibit 15.

 
Source: Bloomberg, JM Financial 

 HCL Tech- 2yr fwd PER Exhibit 16.

 
Source: Bloomberg, JM Financial 

 TechM- 2yr fwd PER Exhibit 17.

 
Source: Bloomberg, JM Financial 

 

 Wipro – 2 yr fwd PER Exhibit 18.

 
Source: Bloomberg, JM Financial 

 LTIM – 2 yr fwd PER Exhibit 19.

 
Source: Bloomberg, JM Financial 
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 Coforge – 2 yr fwd PER Exhibit 20.

 
Source: Bloomberg, JM Financial 

 Persistent – 2 yr fwd PER Exhibit 21.

 
Source: Bloomberg, JM Financial 
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APPENDIX I 

JM Financial Inst itut ional Secur it ies Limited  

Corporate Identity Number: U67100MH2017PLC296081 
Member of BSE Ltd. and National Stock Exchange of India Ltd. 

SEBI Registration Nos.: Stock Broker - INZ000163434, Research Analyst - INH000000610 
Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India. 

Board: +91 22 6630 3030 | Fax: +91 22 6630 3488 | Email: jmfinancial.research@jmfl.com | www.jmfl.com 

Compliance Officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: sahil.salastekar@jmfl.com 
Grievance officer: Mr. Sahil Salastekar | Tel: +91 22 6224 1073 | Email: instcompliance@jmfl.com 

Investment in securities market are subject to market risks. Read all the related documents carefully before investing. 

Definition of ratings 

Rating Meaning 

Buy Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and  REITs* and more than 

15% for all other stocks, over the next twelve months. Total expected return includes dividend yields. 

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market 

capitalisation in excess of INR 200 billion and  REITs* and in the range of 10% downside to 15% upside from the current market price 

for all other stocks, over the next twelve months. 

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months. 

* REITs refers to Real Estate Investment Trusts. 

Research Analyst(s) Certification 

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: 

All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and 
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research 
report. 
 

Important Disclosures 
 

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the 

company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select 

recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written 

consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein. 

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading 

memberships of the BSE Ltd. (BSE) and National Stock Exchange of India Ltd. (NSE). No material disciplinary action has been taken by SEBI against JM Financial 

Institutional Securities in the past two financial years which may impact the investment decision making of the investor. Registration granted by SEBI and 

certification from the National Institute of Securities Market (NISM) in no way guarantee performance of JM Financial Institutional Securities or provide any 

assurance of returns to investors. 

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional 

clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management, 

brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing 

offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) 

covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from 

the company(ies) mentioned in this report for rendering any of the above services. 

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell 

the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other 

compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to, 

or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in, 

it may have potential conflict of interest at the time of publication of this report on the subject company(ies). 

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or 

more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014. 

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt 

or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The 

Research Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts) 

Regulations, 2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the 

company(ies) covered under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time 

of publication of this report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report. 
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or 

developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 

not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This 

report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision. 

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been 

prepared by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro‐economic factors. JM Financial Institutional 

Securities may have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered 

in this report by studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the 

views/recommendations expressed in such technical research reports could be inconsistent or even contrary to the views contained in this report. 

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of 

any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to 

make modifications and alterations to this statement as they may deem fit from time to time. 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 

This report 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 JM Financial Institutional 

Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be 

eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of 

and to observe such restrictions. 

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial 

Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the 

United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of 

1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6"). 

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for 

purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule 

15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are 

not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM 

Financial Institutional Securities or to JM Financial Securities. 

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The 

research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered 

broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing 

requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading 

securities held by a research analyst account. 

Any U.S. person who is recipient of this report that wishes further information regarding, or to effect any transaction in, any of the securities discussed in this 

report, must contact, and deal directly through a U.S. registered representative affiliated with a broker-dealer registered with the SEC and a member of FINRA. In 

the U.S., JM Financial Institutional Securities has an affiliate, JM Financial Securities, Inc. located at 1325 Avenue of the Americas, 28th Floor, Office No. 2821, 

New York, New York 10019. Telephone +1 (332) 900 4958 which is registered with the SEC and is a member of FINRA and SIPC.   

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the 

Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments 

falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii) 

are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are outside 

the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial 

Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be 

communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or 

relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will 

be engaged in only with relevant persons. 

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the 

securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as 

a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an 

exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable 

securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or 

sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or 

similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities 

described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your 

representation that you are  an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as 

such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations.  Under no circumstances is the 

information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the 

needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized 

agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the 

information contained herein. 


