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Sector View: NEUTRAL

Muted Q4FY25 Expected; Read our Base Case & Bear Case

India's IT sector is expected to face subdued performance in Q4FY25, with
cautious near-term guidance expected by managements due to clients
reassessing their businesses and reducing discretionary IT spends. As a
result, revenue growth for IT and ER&D service providers may drop by 2-
3% in FY26. This shift stems from concerns over potential retaliatory tariffs
under Trump, which could lead to a global slowdown or even a recession,
especially in the US. While US tariffs don’t directly affect services, they
may still hurt India’s software exporters by impacting key client sectors.
With a heavy reliance on US and European clients, this poses significant
risks for India's IT industry. Global firms like Accenture raised their FY25
revenue guidance to 5-7% from 4-7%. However, uncertainty persists for
FY26E as clients prioritize cost efficiency and large-scale transformations,
limiting discretionary spending. Considering this, we have developed two
distinct cases—Base and Bear—each addressing two different scenarios
as outlined below:

BASE CASE (US Slowdown + Continuous Deal Momentum + Range
bound USD/INR): In the coming weeks and months, countries affected by
tariffs may have the opportunity to negotiate more favorable terms with the
US. As the US heads into an economic slowdown, this could have a soft
impact on the clients of US-based IT companies. However, these are early
stages of what could be a prolonged tariff dispute, and the outcomes will
largely depend on the specific agreements that individual countries manage to
secure with the US. While large-scale transformation deals continue to gain
momentum, there may still be pockets of discretionary spending. The
USD/INR is expected to fluctuate within a range.

BEAR CASE (US led Recession + Services under tariff negotiations +
USD Depreciation): If trade negotiations with other countries fail to yield
favorable outcomes, a global recession could follow, severely impacting
businesses and their IT spending. In an event that India's services sector is hit
with additional tariffs under BTA negotiations, IT services companies could
face significant challenges, potentially leading to negative top-line growth
rates. USD aggressively depreciating against INR breaching the threshold
level of 85 INR/ USD.

We may change our sector view to ‘Cautious’ if the likelihood of Bear
Case playing out increases significantly.

View on our Coverage Companies: Revenue of Tier-l companies in our
coverage are expected to grow between -0.1% to 1.5% QoQ in CC while Tier-
Il companies are projected to grow in the range of 0% to 4.5% QoQ in CC.
We have updated our forecasts, adjusted PE multiples, and revised target
prices following Q3FY25, incorporating the impact of tariffs as outlined in the
table. We expect companies like HCLT, LTIM, and TECHM, with higher
exposure to verticals such as Manufacturing, Retail, and Logistics, to be
unfavourably impacted by the US tariffs. Margin expansion is expected to be
moderate across most companies. Employee attrition in the IT sector has
bottomed out, enhancing operational efficiency. However, hiring plans may
face delays as companies assess demand environment. Firms continue to
focus on improving the employee pyramid, optimizing subcontracting costs,
increasing utilization, and implementing efficiency measures to drive margin
growth. While the current scenario have caused short-term challenges, the
significant correction in Indian IT stocks provides opportunities for companies
that are now trading at decent valuations as a long term bet. We prefer
Infosys, HCL Tech & LTIMindtree in Tier-l and Coforge & LTTS among Tier-I|
companies.
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Tier-l Companies Revenue EBIT EBIT Margin (%) PAT

(INR Mn) Q4FY25E  YoY (%) Q4FY25E YoY (%) Q4FY25E = YoY (bps) = Q4FY25E YoY (%)

Key Assumptions

We expect revenue growth of 6.2% YoY despite unwinding of furloughs and
BSNL deal tapering down. EBIT margin is expected to decrease by 130bps YoY
TCS 6,50,544 6.2 1,61,242 1.3 24.7 (130) 1,26,895 2.1 due to operating deleverage. PAT is projected to increase by 2.1% YoY. Focus
will be on demand environment & TCV, with recent tariff setbacks as key factors
to monitor in near-mid term.

We expect revenue growth of 10.5% YoY despite seasonal softness. Key
verticals, such as Manufacturing and Retail, may encounter challenges in the mid-
Infosys 4,18,979 105 83,404 9.4 20.0 (20) 65,858 (17.4) term due to tariffs negatively impacting topline growth. EBIT margin in expected to
decline marginally by 10bps due to wage hikes & lack of topline growth in Q4.
PAT to decline by 17.4% to INR65.8Bn.

We expect revenue to grow by 6.4% YoY despite seasonal weakness. EBIT
margin to expand by 80 bps YoY while decline sequentially amid senior
management wage hike impact and low growth in software segment. PAT to
increase by 9.2% YoY to INR43.5Bn. Key verticals like Manufacturing & Retail
may face challenges in the mid-term due to tariffs negatively impacting topline
growth.

HCL Tech 3,03,183 6.4 55,683 10.8 18.4 80 43,532 9.2

We expect revenue growth of 4.8% YoY owing to mixed vertical performance.
However, Manufacturing vertical may face some headwinds in the mid-term. EBIT
margins to expand 220bps YoY due to operating leverage. PAT is projected to
grow by 67.7% YoY to INR11.0Bn.

Q4FY25 Quarterly Results Preview

Tech Mahindra 1,34,905 4.8 12,911 355 9.6 220 11,083 67.7

We expect flattish revenue growth of 1.4% YoY owing to seasonal weakness in
consulting business. EBIT margin is expected to grow moderately by 90bps YoY
due to weak topline growth offsetting margin improvement levers. PAT is
expected to grow in line with operating margin at 6.7% YoY.

Wipro 2,25,188 14 38,066 7.2 16.9 90 30,463 6.7

We expect revenue to grow by 10.4% YoY owing to deal ramp-ups, reversal of
furloughs and continued growth momentum in BFS vertical. However,
LTI Mindtree 98,139 10.4 15,011 14.7 15.3 60 12,110 10.1 Manufacturing and Retail verticals may see some softness for few quarters. EBIT
margin to remain flattish as absorbing wage hike impact may take a bit longer.
PAT to increase by 10.1% YoY to INR12.1Bn.
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Tier-1l Companies
(INR Mn)

Revenue

EBIT

EBIT Margin (%)

PAT

Q4FY25E

YoY (%)

Q4FY25E = YoY (%)

Q4FY25E

YoY (bps)

Q4FY25E

YoY (%)

Key Assumptions

Coforge

34,198

45.0

4,217

23.8

12.3

(110)

3,022

35.0

We expect revenue growth of 45.0% YoY led by strong order book and synergy benefits of recent
acquisitions. EBIT margins are expected to decrease by 110bps owing to higher ESOP costs. PAT to
increase by 35.0% YoY to INR3.0Bn.

Persistent Systems

31,558

21.9

4,580

22.3

145

3,697

17.2

We expect revenue to grow by 21.9% YoY owing to decent growth anticipated across key verticals.
However, FY26 guidance will be crucial, as 80% of revenue comes from the US, which is currently
experiencing an economic slowdown. EBIT margins are expected to remain flattish as lower earnout
credit anticipated. PAT is projected to increase by 17.2% YoY.

Mphasis

36,607

7.6

5,705

12.3

155

60

4,483

14.0

We expect revenue to grow by 7.6% YoY led by strong conversion of TCV to revenue. However, FY26
guidance will be crucial, as 80% of revenue comes from the US, which is currently experiencing an
economic slowdown. EBIT margins are expected to remain stable at 15.5% which is within comfortable
bands. PAT to increase by 14.0% to INR4.4Bn.

LTTS

30,101

18.6

4,486

4.8

14.9

(200)

3,602

55

We expect revenue growth of 18.6% YoY owing to Intelliswift acquisition, positive growth momentum in
Sustainability and Hi-tech verticals. EBIT margins are expected to decrease by 200 bps due to Intelliswift
integration. PAT to increase by 5.5% YoY.

Tata Elxsi

9,535

5.3

2,288

2.1)

24.0

(180)

1,952

(0.9)

We expect revenue to grow by 5.3% YoY owing to continued ramp-up of deals. Transportation vertical
may stay muted for the near term. Media & Healthcare are expected to contribute more from H2FY26E.
EBIT margins is expected to decrease by 180 bps owing to wage hike impact and operational
deleverage. PAT is projected to de-grew by 0.9% YoY.

Cyient

19,170

3.0

2,322

(13.4)

121

(230)

1,736

(8.3)

We expect revenue to marginally grow by 3% YoY owing to weakness in Travel vertical. EBIT margins
are expected to decrease by 230bps due to potential foreign exchange challenges. PAT to grow by -8.3%
YoY.

KPIT Tech

15,105

14.6

2,417

9.8

16.0

(70)

1,881

14.4

We expect revenue to grow by 14.6% YoY but fattish sequentially and EBIT margins is expected to
decrease by 70 bps being consistent with annual guidance. PAT is projected to de-grew by 0.9% YoY.
Having secured major contracts with an American OEM and a leading Asian carmaker, the execution of:
these deals are to be closely monitored.

Happiest Minds

5,689

36.3

825

20.7

145

(190)

719

(0.1)

We expect revenue to grow by 36.3% YoY led by positive seasonality in Arrtha banking platform. EBIT
margins are expected to remain decrease by 190bps owing to investments in GBS unit, new sales team,

verticalization. PAT to increase by 14.0% to INR4.4Bn.
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New Age Tech Revenue EBIT EBIT Margin (%) PAT Kev ASSUmptions
Companies (INR Mn) Q4AFY25E | YoY (%) | Q4FY25E | YoY (%) QAFY25E YoY (bps): QA4FY25E : YoY (%) v .
We expect revenue growth of 17.1% owing to increase in contribution from Gold and Platinum
Indiamart Intermesh 3,685 17.1 1,210 59.8 32.8 880 1,150 15.1 icustomers. EBIT margins are expected to come to 32.8% driven by cost savings from reduced subscriber
acquisition costs & better operating leverage. PAT is projected to grow by 15.1% YoY.
Datamatics Global We expect revenue to grow by 15.7% YoY owing to strong growth expected in Digital operations
. 4,776 15.7 540 (3.4) 11.3 (220) 528 0.5 :segment. EBIT margins is expected to decrease by 220 bps being consistent with annual guidance. PAT
Services . )
is projected to grow by 0.5% YoY.
We expect revenue to grow by 28.8% YoY owing to execution of order wins. EBIT margins is expected to
Allied Digital Services 2,277 28.8 253 24.3 11.1 (40) 179 27.0 marginally decrease by 40 bps being in-line annual guidance. PAT is projected to grow by 27.0% YoY.
Focus to remain on commentary for new deal wins and US demand environment.
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CHOICE RATING DISTRIBUTION & METHODOLOGY
BUY The security is expected to generate upside of 15% or more over the next 12 months
HOLD The security is expected to show upside or downside returns by 14% to -5% over the next 12 months
SELL The security is expected to show downside of 5% or more over the next 12 months
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 stable over the next 12 months
CAUTIOUS (C) 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 guarantee performance of the intermediary or provide any assurance of returns to investors

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 factors, which may include quality of research, investor client feedback, stock picking, competitive
factors and firm revenues etc.

Whilst CEBPL has taken all reasonable steps to ensure that this information is correct, CEBPL does not offer any warranty as to the accuracy or
completeness of such information. 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.

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.

lyst | Email: institutional.equities@choiceindia.com

ice Equity Broking Pvt


mailto:ig@choiceindia.com

Institutional Equities Choice

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
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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.
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third party, in connection with the research report.
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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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