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Expected Share Price Return: 15.1% | Dividend Yield: 3.6% | Potential Upside: 18.7% @ Sector View: Neutral §
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.?ange 0 Estimates Y. View & Valuation: HCLT has made significant strategic investments over a
get Price Change v . . Lo
Recommendation v period of time, resulting in strong Q2 performance. The company has reached a

& nf major milestone of USD 100Mn in advanced Al revenue, which contributes 3% to

ompany Info . o . ; 8 g S

BB Code HCLT IN EQUITY its top I!ne. The com.panys strategy is Fo invest in building .|ntellectua| property,
deepening partnerships and strengthening go-to-market delivery teams to scale

ggc\/flvHTéﬁL(clu’\vf/R(iNR) 2,011 /1’3262 up Al adoption f(_)r clients ba_cked _by its Al Force platform. This, v_ve believe,

Mkt Cap (Bn) INR 4056.1/ $45.7  would lead to improved financial performance for HCLT, going ahead.

Shares ofs (Mn) 27137 Hence, we have revised our estimate upwards and expect

3M Avg. Daily Volume 32,02,923 Revenue/EBIT/PAT to expand at a CAGR of 8.7%/8.5%/7.7%, respectively,

Change in Estimates over FY?5—FY28E. Thus, we recommend our BUY rating with a revised
FY26E FY27E target price of INR 1,720.

INR Bn New Old Dev. (%) New Old Dev. (%) i )

Revenues 1,277.91,238.1 (3.1) 1,380.9 1,313.0 4.9) Q2FY26 Results above Expectations, Strong Growth in Revenue & EBIT:

EBIT 221.5 227.0 2.5 248.8 2446 (1.7)  + Reported Revenue for Q2FY26 stood at USD 3,644Mn, up 2.8% QoQ (vs CIE

EBITM % 173 183 97bps 180 186 59 bps est. at USD 3,615Mn), while in CC terms revenue was up 2.4% QoQ. In INR

EPS 642 66.3 33 730 717 (1.8) terms, revenue stood at INR 319.4Bn, up 5.2% QoQ and 10.7% YoY.

Actual vs CIE Estimates + EBIT for Q2FY26 came in at INR 55.5Bn, up 12.3% QoQ (vs CIE est. at INR

INR Bn Q2FY26A CIE Est. Dev.% 54.6Bn). EBIT margin came at 17.5% up 116 bps QoQ (vs CIE est. at 17.1%).

Revenue 319.4 316.0 1.1

EBIT 55.5 54.0 2.8 « PAT for Q2FY26 came in at INR 42.3Bn, up 10.2% QoQ (vs CIE est. at INR

EBITM % 17.5 17.1 40 bps! 42.6Bn).

PAT 42.3 42.6 (0.7)

FY26E Revenue Guidance Retained at 3-5% CC, led by Growth in Services:
Key Financials

INR Bn FY24 FY25 FY26E FY27E FY28E HCLT reported net new TCV bookings of USD 2.56Bn in Q2FY26, up 41.8%
Revenue 1,099.1 11706 1.277.9 1,381.0 1,504.0 QoQ, aided by two large deals deferred from Q1 and also without any mega deal
YoY (%) 83 6.5 9.2 81 8.9 closures. The company ta.rgets a steady quarte.rly TCV run-rate of U§D
- 2003 2142 2215 2488 2737 2.5Bn. HCLT maintained its revenue growth guidance at 3-5% CC, with

: : : : : Services expected to grow 4-5% YoY CC, while Software business is
EBITM % 18.2 18.3 17.3 18.0 18.2 expected to remain weak. HCLT’s focus on IP-led Al solutions, expansion of
Adj PAT 157.0  173.9 1741 1981 2171 Al-driven services and increase in ACV from large existing deals with
EPS 57.9 64.1 642  73.0 80.00 embedded-Al will drive long-term growth. The overall pipeline remains healthy
ROE % 230 250 246 273 293 and well-diversified across geographies and verticals. Growth continues to be
ROCE % 324 336 319 336 344 strong in BFSI, Telecommunications and Technology & Services, while Public

233 205 487  Services, Retail & CPG and Lifesciences & Healthcare are showing similar

PE(x) 225 260 VI k " ¢
positive momentum. However, the Manufacturing vertical remains subdued,
Shareholding Pattern (%) impacted by the ongoing slowdown in the automobile segment.
Jun-25 Mar-25 Dec-24
Promoters 60.82 60.82 60.82 FY26 EBIT Margin Guidance Retained at 17-18%; Impact of Wage Cycle
18.56 19.15 19.38
o o it 1251 Q2FY26 EBIT margin came in at 17.5%, up 116bps QoQ. This includes a 35 bps
Public 424 437 442 Gain in the software segment, a 30 bps benefit from the absence of a Q1
headwind, 50 bps from higher utilization, a 56 bps forex tailwind, partly offset by
Relative Performance (%) 55 bps of restructuring costs. The full-year EBIT margin guidance remains
YTD 3Y 2y 1Y unchanged at 17% to 18% despite the impact of wage revision cycle of (70—
BSE IT 223 77 (19.0) 80 basis points) in Q3 and incremental Q4 impact (40-50 basis points) along
HOLT 490 19.0 (18.8) with 40 bps of full-year restructuring costs. Employee headcount stood at
: : : 226,640 as of Q2FY26, net addition of 3,489. Voluntary LTM attrition rate came in
220 - at 12.6% v/s 12.8% in Q1FY26. Fresher hiring has seen a significant jump (5,196
200 - added in 2Q), in line with the plans for FY26. With strong local hiring in the U.S.,
150 company continues to reduce its dependence on H1-B visa.
1601 . Q2FY26  Q1FY26 QoQ(%) Q2FY25 YoY (%)
140 A
120 - Revenues (USD Mn) 3,644 3,545 2.8 3,445 5.8
100 - Revenues (INR Mn) 319,420 303,490 5.2 288,620 10.7
80 g T g y T T T T 1 Employee Cost 210,440 201,280 4.6 187,890 12.0
28 28 2 3 ¥ ]38 & 8 A
£ A £ & 4 £ & & & 4 SG&A 43,050 41,860 2.8 37,040 16.2
°c & 5 o & = 0 & 200 Depreciation
HOLT BSEIT P 10,430 10,930 (4.6) 10,070 3.6
EBIT (INR Mn) 55,500 49,420 12.3 53,620 3.5
Dhanshree Jadhav .
EBIT Margin (%,
Email: dhanshree.jadhav@choiceindia.com gin (%) 17.4 16.3 109 bps 18.6 (120) bps
Ph: +91 22 6707 9535 PBT 57,020 51,890 9.9 56,870 0.3
Avi Jhaveri Tax 14,660 13,450 9.0 14,500 1.1
Email: avi.jhaveri@choiceindia.com Adj. PAT (INR Mn) 42,350 38,430 10.2 42,350 0.0
Ph: +91 22 6707 9901 Basic EPS (INR) 15.6 14.2 10.2 15.6 -
Q2FY26 Technology Result Preview Source: HCLT, Choice Institutional Equities

ice Equity Broking Pvt. nalyst - INHO00000222 | Email: institutional.equities@choiceindia.com


https://choiceinstitutionalresearch.com/research/pdf/q2fy26-technology-results-preview

Institutional Equities

Choice

Institutional Equities

The company achieved a major milestone by
generating over USD 100 Mn in advanced Al
revenue, representing about 3% of total
revenue.

Number of deals coming strong in legacy
modernization which are close to USD
100Mn. value.

Management expects to raise the net new
bookings run rate from USD 2Bn to around
USD 2.5Bn.

Management Call — Highlights

HCL Software's Annual Recurring Revenue (ARR) is USD 1.06Bn, up
0.6% YoY CC. The objective is to increase Subscription revenue,
which is expected to provide more sustainable value as compared to
perpetual license revenue.

The company achieved a major milestone by generating over USD
100 Mn in advanced Al revenue, representing about 3% of total
revenue.

The strategy hinges on making Al enterprise-ready and impactful at
scale, rather than building the core intelligence layer itself.

The focus is on investing in differentiated Intellectual Property (IP)
which accelerates and scales up Al adoption for clients. New
advanced Al offering pillars include Al Factory and Al Advisory.

HCLT is strengthening and expanding Al partnerships across the
entire technology stack, from GPU providers to model and Agentic
platform providers.

Demand elasticity is strong in modernisation, with several large
legacy modernisation programs (close to USD 100 Mn plus) coming
up, driven by new proof points on what can be achieved.

Management expects to raise the net new bookings run rate from
USD 2Bn to around USD 2.5Bn.

The company achieved ROIC on LTM basis at 38.6%, up 290 bps
YoY; Services at 45.3%, up 180 bps YoY. Software continues to
improve with ROIC at 21.8%.

The board declared an interim dividend of INR 12 per share for
Q2FY26.

Choice Equity Broking Pvt. Ltd.—Research Analyst - INHO00000222 | Email: institutional.equities@choiceindia.com
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Sequential Operating Performance =
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Income Statement §
L

Revenues (USD Mn) 3,415 3,430 3,364 3,445 3,533 3,498 3,545 3,644 8

Revenues (INR Mn) 284,460 284,990 280,570 288,620 298,900 302,460 303,490 319,420

EBIT (INR Mn) 56,150 50,180 47,950 53,620 58,210 54,420 49,420 55,500

EBIT Margin (%) 19.7 17.6 17.1 18.6 19.5 18.0 16.3 17.4

PAT (INR Mn) 43,500 39,860 42,570 42,350 45,910 43,070 38,430 42,350

FDEPS (INR) 16.03 14.69 15.69 15.61 16.93 15.88 14.17 15.61

Operating Metrics
Revenues - Geography (%)

America 64.5 65.2 66.0 65.1 65.5 57.4 56.5 56.2
Europe 29.0 28.9 27.9 28.4 28.2 27.5 28.3 28.3
ROW 6.5 5.9 6.1 6.5 6.3 15.1 15.2 15.6
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Revenues -Industry (%)

Financial Services 21.7 21.6 21.0 20.5 20.3 211 21.6 21.7
Manufacturing 20.0 204 19.4 19.5 19.1 18.6 18.6 18.3
Technology & Services 12.8 12.3 13.0 131 13.3 13.4 14.0 14.0
Retail & CPG 9.6 9.1 9.4 9.6 10.6 9.7 9.7 9.6
E’f"ti‘;t‘;”':"nfgﬁ Publishing & 97 15 12.2 12.1 12.3 13.9 13.1 12.7
Lifescienes & Healthcare 16.4 16.3 15.9 16.0 15.5 14.7 14.5 14.7
Public Services 9.8 8.8 9.1 9.2 8.9 8.6 8.5 8.9
Others - - - - - - - -
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Revenue from Business segments (%)

IT and Business Services 7.7 74.4 74.5 74.6 73.0 73.3 74.0 74.2
Engineering and R&D Services 16.4 16.1 15.9 15.8 16.0 171 17.0 17.0
HCL Software 11.9 9.5 9.6 9.6 11.0 9.6 9.0 8.9
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Employee Metrics

Total Headcount 224,756 227,481 219,401 218,621 220,755 223,420 223,151 226,640
Attrition Rate LTM (%) 12.8 12.4 12.8 12.9 13.2 13.0 12.8 12.6

Note: HCLT has started reporting Geography-wise metric in new format from Q4FY25 onwards

Source: HCLT, Choice Institutional Equities
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Revenue up 2.8% sequentially in USD terms Revenue expected to grow at 7.3% CAGR over FY25-28E 5
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EBITM improved due to software mix and better utilisation EBIT anticipated to grow at 8.5% CAGR over FY25-28E
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Attrition rate declined to 12.6% TCV deal wins improved in the current quarter §
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IT & Business services segment to retain majority share Revenue heavily dependent on US & Europe markets
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Income Statement (Consolidated in INR Mn)

Particular FY24  FY25 FY26E.  FY27E

Revenue (USD Mn) 13,270 13,840 14,636 15,693 17,091
Revenue 1,099,130 1,170,550 1,277,927 1,380,987 1,504,030
Gross profit 377,880 392,400 462,610 499,917 544,459
EBITDA 242,000 255,040 263,838 290,967 316,279
Depreciation 41,730 40,840 42,321 42,202 42,606
EBIT 200,270 214,200. 221,517 248,765 273,673
Other Income 9,400 18,410 11,387 16,225 17,296
PAT 157,020 173,9000 174,064 198,064 217,133
EPS 57.9 64.1 64.2 73.0 80.0
Growth Ratios (%)

Revenues (USD) 5.4 4.3 5.7 7.2 8.9
Revenues (INR) 8.3 6.5 9.2 8.1 8.9
EBITDA 6.9 54 34 10.3 8.7
EBIT 8.4 7.0 34 12.3 10.0
Margin Ratios (%)

EBITDA Margin 22.0 21.8 20.6 211 21.0
EBIT Margin 18.2 18.3 17.3 18.0 18.2
Profitability (%)

ROE 23.0 25.0 246 27.3 29.3
ROIC 26.3 274 27.9 31.2 33.8
ROCE 324 33.6 31.8 33.8 34.8
Valuation

OCF / Net profit (%) 1121%  103.9% 97.1% 96.5% 95.6%
EV/ EBITDA (x) 13.5 16.7 14.3 12.9 11.8
BVPS (x) 251.4 256.6 260.8 266.9 273.0
Free Cash Flow yield(%) 5.2 3.8 4.2 4.8 5.4

Source: HCLT, Choice Institutional Equities
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Balance Sheet (Consolidated in INR Mn)

FY26E.  FY27E:

Tangible fixed assets 49,990 45,600 47,713 49,511 50,905
Goodwill & intangible 272,620 286,550 2,86,550 2,86,550 2,86,550
assets

Investments 29,100 30,160: 40,000 45,0000 50,000
Cash & Cash equivalents: 271,930 287,620 2,88,617 3,06,984 3,28,922
Other non-current assets 52,750 72,040 27,000 28,400 29,900
Other current assets 321,380 333,470 4,25,647 4,52,866 4,85,303

Total Assets 997,770 1,055,440 11,15,527 11,69,312 12,31,580

Shareholder's funds 682,630 696,550 7,08,042 7,24,567 7,41,194
Minority interest 80 180 260 260 310
Borrowings 23,270 22,910 23,590 21,759 20,069
Other non-current 65570 77,620 94,620 1,06,620 1,19,620
liabilities

Other current liabilities 226,220 258,180 2,89,015 3,16,106 3,50,386

Total Equity &

997,770: 1,055,440 11,15,527 11,69,312 12,31,580

Liabilities
Cash Flows (INR Mn) FY27E§

Cash Flows from 224,480 222,610 2,15043 240,137 2,61,582
Operations

Cash Flows from (67,230) (49,140) (35,029) (46,835) (50,814)

Investing
Cash Flows from

(153,490) (185,430) (1,61,892) (1,83,370) (2,02,195)

Financing

DuPont Analysis (INR Mn) FY26E§

ROE 23.0% 25.0% 246% 27.3% 29.3%
Net Profit Margin 14.3% 14.9% 13.6% 143% 14.4%
Asset Turnover 1.1 1.1 1.2 1.2 1.3
Equity Multiplier 1.5 1.5 1.6 1.6 1.7

lyst - INHO00000222 | Email: institutional.equities@
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CHOICE RATING DISTRIBUTION & METHODOLOGY

Large Cap*

BUY The security is expected to generate upside of 15% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 15% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months

Mid & Small Cap*

BUY The security is expected to generate upside of 20% or more over the next 12 months

ADD The security is expected to show upside returns from 5% to less than 20% over the next 12 months
REDUCE The security is expected to show upside or downside returns by 5% to -10% over the next 12 months
SELL The security is expected to show downside of 10% or more over the next 12 months

Other Ratings
NOT RATED (NR)

UNDER REVIEW (UR)

The stock has no recommendation from the Analyst

The stock is under review by the Analyst and rating may change

Sector View
POSITIVE (P) Fundamentals of the sector look attractive over the next 12 months
NEUTRAL (N) Fundamentals of the sector are expected to be in statis over the next 12 months

CAUTIOUS (C)

*Large Cap: More Than INR 20,000Cr Market Cap
*Mid & Small Cap: Less Than INR 20,000Cr Market Cap

Fundamentals of the sector are expected to be challenging over the next 12 months
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing. Registration granted by SEBI, and certification from NISM in no way
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This Research Report (hereinafter referred as “Report”) has been prepared by Choice Equity Broking Private Limited as a Research Entity (hereinafter referred as “CEBPL RE” Limited.
The Research Analysts, strategists are principally responsible for the preparation of “CEBPL RE” research. The research analysts have received compensation based upon various
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Any person placing reliance on the report to undertake trading does so entirely at his or her own risk and CEBPL does not accept any liability as a result. Securities and Derivatives
markets may be subject to rapid and unexpected price movements and past performance is not necessarily an indication of future performance.

nalyst - INH000000222 | Email: ins

ice Equity Broking Pvt onal.equities@


mailto:ig@choiceindia.com

Choice

Institutional Equities Institutional Equities

General Disclaimer: This ‘Report’ is strictly meant for use by the recipient and is not for circulation. This Report does not take into account particular investment objectives,
financial situations or specific needs of individual clients nor does it constitute a personal recommendation. The recommendations, if any, made herein are expression of views
and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through CEBPL
nor any solicitation or offering of any investment/trading opportunity on behalf of the issuer(s) of the respective security (ies) referred to herein.

These information / opinions / views are not meant to serve as a professional investment guide for the readers. No action is solicited based upon the information provided herein.
Recipients of this “Report” should rely on information/data arising out of their own Study/investigations. It is advised to seek independent professional advice and arrive at an
informed trading/investment decision before executing any trades or making any investments. This ‘Report’ has been prepared on the basis of publicly available information,
internally developed data and other sources believed by CEBPL to be reliable. CEBPL or its directors, employees, affiliates or representatives shall not be responsible for, or
warrant for the accuracy, completeness, adequacy and reliability of such information / opinions / views. Though due care has been taken to ensure that the disclosures and
opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of CEBPL shall be liable for any direct, indirect, special, incidental,
consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this report.

The price and value of the investments referred to in this Report and the income from them may tend to go down as well as up, and investors may incur losses on any investments. Past
performance shall not be a guide for future performance. CEBPL does not provide tax advice to its clients, and all investors are strongly advised to take advice of their tax advisers
regarding taxation aspects of any potential investment. Opinions are based on the current scenario as of the date appearing on this ‘Report’ only. CEBPL does not undertake to advise
you as to any change of our views expressed in this “Report’ may differ on account of differences in research methodology, personal judgment and difference in time horizons for which
recommendations are made. User should keep this risk in mind and not hold CEBPL, its employees and associates responsible for any losses, damages of any type whatsoever.
Disclaimers in respect of jurisdiction: This report is not directed to, 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 or regulation or which would subject “CEBPL RE” to any
registration or licensing requirement within such jurisdiction(s). No action has been or will be taken by “CEBPL RE” in any jurisdiction (other than India), where any action for
such purpose(s) is required. Accordingly, this ‘Report’ shall not be possessed, circulated and/or distributed in any such country or jurisdiction unless such action is in
compliance with all applicable laws and regulations of such country or jurisdiction. “CEBPL” requires such recipient to inform himself about and to observe any restrictions at his
own expense, without any liability to “CEBPL”. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in Mumbai (India).

Statements on ownership and material conflicts of interest, compensation - CEBPL and Associates reciprocates to the best of the knowledge and belief of CEBPL/ its Associates/
research Analyst who is preparing this report.

Disclosures of Interest (Additional):

1. “CEBPL”, its research Analyst(s), or its associates or relatives of the Research Analyst does not have any financial interest in the company(ies) covered in this report.

2. “CEBPL” its research Analyst, or its associates or relatives of the research analyst affiliates collectively do not hold more than 1 of the securities of the company(ies) covered in
this report as of the end of the month immediately preceding the distribution of the research report.

3. “CEBPL”, its research analyst, his/her associate, his/her relative, do not have any other material conflict of interest at the time of publication of this research report.

4.  “CEBPL’, its research analyst, and its associates have not received compensation for investment banking or merchant banking or brokerage services or for any other
products or services from the company(ies) covered in this report, in the past twelve months.

5. “CEBPL”, its research analyst, or its associates have not managed or co-managed in the previous twelve months, a private or public offering of securities for the company
(ies) covered in this report.

7. “CEBPL, or its associates have not received compensation or other benefits from the company(ies) covered in this report or from any third party, in connection with the research
report.

8.  CEBPL research analyst has not served as an Officer, Director, or employee of the company (ies) covered in the Research report.
9. “CEBPL”, its research analyst has not been engaged in market making activity for the company(ies) covered in the Research report.
Details of Associates of CEBPL and Brief History of Disciplinary action by regulatory authorities are available on our

website i.e. https:/choiceindia.com/research-listing
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T Whether compensation has been received from the company(ies) covered in the Research report in the past 12 months for investment banking transaction by CEBPL No

2 Whether Research Analyst, CEBPL or its associates or relatives of the Research Analyst affiliates collectively hold more than 1 of the company(ies) covered in the No
Research report

3. Whether compensation has been received by CEBPL or its associates from the company(ies) covered in the Research report No

4. CEBPL or its affiliates have managed or co-managed in the previous twelve months a private or public offering of securities for the company(ies) covered in the No
Research report

5. CEBPL, its research analyst, his associate, or its associates have received compensation for investment banking or merchant banking or brokerage services or for No
any other products or services from the company(ies) covered in the Research report, in the last twelve months

Copyright: The copyright in this research report belongs exclusively to CEBPL. All rights are reserved. Any unauthorized use or disclosure is prohibited. No reprinting or reproduction, in whole
orin part, is permitted without the CEBPL'’s prior consent, except that a recipient may reprint it for internal circulation only and only if it is reprinted in its entirety.

This “Report” is for distribution only under such circumstances as may be permitted by applicable law. This “Report” has no regard to the specific investment objectives, financial situation or
particular needs of any specific recipient, even if sent only to a single recipient. This “Report” is not guaranteed to be a complete statement or summary of any securities, markets, reports or
developments referred to in this research report. Neither CEBPL nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this “report” or lack of care in this report’s preparation or publication, or any losses or damages which may arise from the use of this research report.
Information barriers may be relied upon by CEBPL, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or affiliates of CEBPL.

Investing in any non-U.S. securities or related financial instruments (including ADINR) discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be
registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission. Information on such non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory requirements comparable to those in effect within the United States. The value of any investment or
income from any securities or related financial instruments discussed in this research report denominated in a currency other than U.S. dollars is subject to exchange rate fluctuations that may
have a positive or adverse effect on the value of or income from such securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by CEBPL with respect to future performance. Income from
investments may fluctuate. The price or value of the investments to which this research report relates, either directly or indirectly, may fall or rise against the interest of investors. Any
recommendation or opinion contained in this research report may become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis
operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior written consent of CEBPL and CEBPL accepts no liability
whatsoever for the actions of third parties in this respect.

The details of CEBPL, its research analyst and its associates pertaining to the companies covered in the Research report are given above.
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