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Digital portfolio growth robust; one-off impacts core connectivity

Tata Communications’ (TCOM) consolidated revenue was 1-2% lower vs. JMFe/consensus at
INR 59.6bn (down 0.5% QoQ but up 5.8% YoY) vs. JMFe/consensus of INR 61bn/INR
60.4bn. Data revenue was lower than JMFe at INR 51bn due to lower core connectivity
revenue, while digital portfolio revenue was robust and largely in line. However, the
management indicated that order book saw healthy double-digit QoQ growth with multiple
deal wins, and the sales funnel also remains healthy and diversified. Consolidated EBITDA
was also 2.1% lower than JMFe/cons at INR 11.4bn on lower revenue while higher network
and staff costs were offset by lower other opex. Net debt was up QoQ at INR 101bn at end-
1QFY26, implying net debt to EBITDA of 2.2x (vs. INR 93.8bn at end 4QFY24 or net debt to
EBITDA of 2.1x), primarily due to seasonal working capital effect. However, the management
expects net debt to EBITDA to fall below 2x by 2HFY26. We maintain our BUY rating on
TCOM (unchanged TP of INR 2,000/share) based on 11x FY27 EV/EBITDA multiple for the
data segment, (vs. 5-year historical average of 10.6x) as we expect data segment EBITDA to
grow at a robust CAGR of ~24% over FY25-28E.

m Data revenue lower than JMFe at INR 51bn due to lower core connectivity revenue, while
digital portfolio revenue was robust and largely in line: Consolidated revenue was 1-2%
lower vs. JMFe/consensus at INR 59.6bn (down 0.5% QoQ but up 5.8% YoY) vs.
JMFe/consensus of INR 61bn/INR 60.4bn. This was due to data revenue being 1.4% lower
than JMFe at INR 51.3bn (up 0.7% QoQ and 9.4% YoY) primarily led by lower core
connectivity revenue at INR 26.2bn (down 1.4% QoQ but up 2.7% YoY) due to SAARC
region related issues (difficulty in recoverability of dues from few clients in SAARC region,
leading to subsequent exits). However, digital portfolio revenue grew largely in line with
JMFe, up 2.9% QoQ and 17.4% YoY at INR 25.1bn. This healthy digital portfolio revenue
growth was led by robust growth in media (up 11% QoQ and 15.8% YoY), next-gen
connectivity (up 5.2% QoQ and 30.7% YoY), cloud and cyber-security (up 2.7% QoQ
and 26.9% YoY) and Collaboration & CPaaS (up 2.4% QoQ and 12.1% YoY). However,
incubation portfolio revenue was down 13.2% QoQ but up 13% YoY). Separately, voice
revenue increased 5.5% QoQ to INR 3.9bn in 1QFY26.

m  Cons EBITDA also 2.1% lower than JMFe/cons at INR 11.4bn on lower revenue while
higher network and staff costs were offset by lower other opex: Network cost was higher
at INR 27.3bn (up 0.6% QoQ and 15.5% YoY), being 45.8% of revenue (vs. 45.3% of
revenue in 4QFY25); staff cost was also higher at INR 12.2bn (up 7.2% QoQ and up
6.4% YoY); but this was largely offset by lower other operating costs at INR 8.8bn (down
14.1% QoQ and down 12.5% YoY). Hence, reported EBITDA was 2.1% lower at INR
11.4bn (up 1.3% QoQ and up 1.1% YoY) vs. JMFe/consensus of INR 11.6bn, resulting in
EBITDA margin of 19.1% in 1QFY26 (vs. 18.7% in 4QFY25). Further, PAT was even lower
at INR 1.9bn vs. JMFe/consensus of INR 3.2bn due to lower other income (at INR 0.2bn
vs. JMFe of INR 0.5bn) and one-off expenses: a) staff optimisation cost of INR 0.2bn; and
b) loss of INR 0.4bn related to sale of its subsidiary. PAT was down 74% QoQ on a high
base of 4QFY25 (which included exceptional gain of INR 6.6bn on sale of property

Financial Summary (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 2,07,847 2,31,086 2,42,717 2,68,858 3,01,251
Sales Growth (%) 16.5 1.2 5.0 10.8 12.0
EBITDA 43,172 45,690 53,398 61,300 71,698
EBITDA Margin (%) 20.8 19.8 22.0 228 23.8
Adjusted Net Profit 13,591 9,338 16,508 22,264 28,644
Diluted EPS (INR) 47.7 328 57.9 78.1 100.5
Diluted EPS Growth (%) 21.0 -31.3 76.8 34.9 28.7
ROIC (%) 17.4 10.5 15.4 18.8 22.4
ROE (%) 82.3 388 46.8 47.2 45.7
P/E (x) 36.3 52.9 29.9 222 17.2
P/B (x) 27.6 16.3 12.2 9.2 6.9
EV/EBITDA (x) 13.6 13.1 11.0 9.4 7.8
Dividend Yield (%) 1.0 1.4 1.3 1.7 2.3

Source: Company data, JM Financial. Note: Valuations as of 17/Jul/2025
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situated at Ambattur, Chennai; and one-time gain of INR 3.1bn on sale of white-label
ATM business subsidiary (TCPSL)).

m  Capex moderated QoQ to INR 4.4bn (vs. INR 6bn in 4QFY25); while net debt up QoQ to
INR 101bn: Capex moderated QoQ to INR 4.4bn in 1QFY26 or 7.3% of revenue (vs. INR
6.0bn or 10% of revenue in 4QFY25). Separately, net debt was up QoQ at INR 101bn at
end-1QFY26 or net debt to EBITDA of 2.2x (vs INR 93.8bn at end 4QFY24 or net debt to
EBITDA of 2.1x) due to seasonal working capital effect (in 1Q) and as the credit period
was extended for 5-10 key accounts. However, the management expects net debt to
EBITDA to come down to less than 2x by 2HFY26.

= Maintain BUY rating on TCOM with unchanged TP of INR 2,000: We have marginally
tweaked our FY26-FY28 revenue/EBITDA estimates, factoring in the 1QFY26 results; while
our TP is unchanged at INR 2,000. We are building in a robust ~24% data segment
EBITDA CAGR over FY25-28E driven by a) strong growth in digital portfolio, positioned
strongly across key megatrends like cloud, Al, loT, etc.; b) overall EBITDA margin
improving from current ~19% to ~23% by FY27 (lower end of management guidance of
23%-25%) as operating leverage and acquisition synergies are likely to be partly offset by
adverse revenue mix. Hence, we reiterate our BUY rating on TCOM with unchanged
target price of INR 2,000/share, based on an 11x FY27 EV/EBITDA multiple for the data
segment (vs. 5-year historical average of 10.6x). Key risks: a) weak global macro leading
to deferment in discretionary tech spends; b) significant delay beyond FY27 to get to
positive EBITDA margin in Digital portfolio segment; ¢) adverse AGR ruling.
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1QFY26 concall takeaways

1) Order book sees healthy double-digit QoQ growth with multiple deal wins, sales funnel
also healthy and diversified:

a) Order book witnessed healthy double digit QoQ growth in 1QFY26;

b) Deal wins: i) Multi-million dollar cybersecurity deal in India to establish and manage a full-
fledged captive SOC (security operations centre); ii) Multi-million dollar connectivity deal from
a leading technology player for diverse network connectivity solutions for DC to DC
connectivity; iii) order for a greenfield Wi-Fi 6 network deployment for a global battery player
at their new factory location in India and iv) multi-year deal with a prominent broadcaster in
India for the playout services

¢) Sales funnel continues to be healthy and diversified across core connectivity and digital
services;

2) The management attributed the 0.5% QoQ decline in consolidated revenue to i) SAARC
region related issues in core connectivity (difficulty in recoverability of dues from few clients in
SAARC region, leading to subsequent exits) ii) exits from onerous deals in TCTS and iii) non-
renewal of less-profitable contracts by TCOM in CPaaS, focussing on profitable growth. The
management shared that there is some impact left related to SAARC issue in core
connectivity. However, it also highlighted that large DC-to-DC connectivity deal (secured in
1QFY25) is expected to translate into revenue later in FY26.

3) Digital portfolio getting good traction across all sub-segments: The management shared
that the company secured deal wins in Media and Cloud & Cybersecurity. It added that there
exists room for consistent growth in Cloud & Cybersecurity and highlighted the benefits of its
cloud offerings (RBI regulations compliant, integrated security advantage, transparent pricing
etc.). Separately, it also sees opportunity in Wi-Fi 6 and LAN solutions under next-gen
connectivity.

4) EBITDA margin improvement from 18.7% in 4QFY25 to 19.1% in 1QFY26 was primarily
due to a) exit from onerous contract by TCTS and aided by b) non-renewal of less-profitable
contracts by TCOM in CPaaS. Further, the management reiterated that digital portfolio
profitability will be driven by operating leverage, cost efficiencies and improved product mix
(e.g., shifting focus from SMS to lucrative non-SMS communication channel in CPaa$).

5) Expect net-debt to EBITDA to reach target of under 2x by 2HFY26: Net debt was up QoQ
at INR 101bn at end-1QFY26 or net debt to EBITDA of 2.2x (vs. INR 93.8bn at end 4QFY24 or
net debt to EBITDA of 2.1x) due to seasonal working capital effect (in 1Q) and as the credit
period was extended for 5-10 key accounts. Further, the management expects net debt to
EBITDA to down to under 2x by 2HFY26.

JM Financial Institutional Securities Limited
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1QFY26 result review

Exhibit 1. Consolidated quarterly snapshot

INRmn 1QFY25 2QFY25 3QFY25 4QFv25l  1QFY26]  QoQ (%) YoY (%)
Revenue 56,334 57,279 57,981 59,904 59,599 -0.5% 5.8%
Operating costs 45,092 45,985 46,171 48,683l 48,230l -0.9% 7.0%
~Netw ork Expenses 23,638 24,600 25,134 27,125]  27,291] 0.6% 15.5%
-Staff Expenses 11,446 11,748 11,240 11,361, 12,178, 7.2% 6.4%
-Other costs 10,008 9,637 9,797 10,197} 8,762; -14.1% -12.5%

Reported EBITDA 11,242 11,294 11,810 11,221. 11,368s 1.3% 1.1%
Depreciation & Amortization 6,474 6,482 6,371 6,725 6,657 -1.0% 2.8%
EBIT 4,768 4,812 5,438 4,496! 4,711 4.8% -1.2%
Net interest cost 1,722 1,894 1,869 1,824l 1,765l -3.2% 2.5%
Other Income 263 100 287 688] 171)

Extraordinary 857 429 -149 5,778i -626i
Profit Before Tax 4,167 3,447 3,707 9,137; 2,491 -72.7% -40.2%
Tax 868 976 1,262 1,759 6544
PAT from discontinued operations 238 207 -310! ol
Share in profit of associates 29 40 121 232l 64l
Reported PAT 3,328 2,272 2,360 7,291] 1,900] -73.9% -42.9%
Reported EPS 11.7 8.0 8.3 25.6 6.7) -73.9% -42.9%
Tax/PBT (%) 21% 28% 34% 19%: 26%"

Reported EBITDA margin (%) 20.0% 19.7% 20.4% 18.7%: 19.1%:
Netw ork Opex (as % of revenue) 42.0% 42.9% 43.3% 45.3%|_ _ _45.8%]

Source: Company, JM Financial.

Exhibit 2. Net debt increased QoQ by INR 7bn to INR 101bn in 1QFY26; Net Debt to EBITDA stood at 2.2X at end 1QFY26 o

INR bn 1QFY25 2QFY25 3QFY25 4QFY2s5l  1QFv26l
Gross Debt 106 113 110 109 i 113 i
Foreign Currency Loans 77 80 77 76 | 70 |
INR Loans 30 33 33 331 431
Cash & Cash Equivalent 10 8 5 15 | 12 |
Net Debt 96 105 105 94 : 101 :
Net Debt to EBITDA (X) 2.1 2.3 2.2 2.1) 2.2]

Weighted Average Cost of Debt (%) 5.9% 5.8% 5.6% 5.3%I 4.3%I

Source: Company, JM Financial.

Exhibit 3. Segment-wise capex break-up and capex intensity

1QFY25  2QFY25  3QFY25  4QFY25!  1QFv26l  QoQ(%) Yoy (%)
|

Capex (INR Mn) | I
Voice 6 26 31 3] 11 309.0% 73.7%
Data 3,927 4,754 6,981 5,359 | 3,775 | -29.6% -3.9%
Core Connectivity 2,073 3,415 3,750 2,774 | 2,377 I -14.3% 14.7%
Digital Portfolio 1,854 1,339 3,231 2,585 | 1,398 : -45.9% -24.6%
Others 627 499 521 609 | 579 | -4.8% -7.6%
Total 4,560 5,278 7,533 5,970 | 4,365 | -26.9% -4.3%
Capex intensity (i.e. capex as % of gross revenue) I I
Voice 0.2% 0.6% 0.7% 0.1%: 0.3%:
Data 8.4% 9.9% 14.2% 10.5%) 7.4%]
Core Connectivity 8.1% 13.1% 14.5% 10.4%l 9.1%lI
Digital Portfolio 8.7% 6.1% 14.0% 10.6%] 5.6%!
Others 12.0% 10.5% 10.8% 11.7%| 13.3%|
Total 8.1% 9.2% 13.0% 10.0%j 7.3%]

Source: Company, JM Financial.
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Exhibit 4. Segmental KPIs snapshot

INRmMn 1QFY25  2QFY25  3QFY25  4QFY25!  1QFY26! QoQ (%)  YoY (%)
Geography wise Data Revenue Mix i i

India 43.5% 42.6% 40.7% 42.0%]| 42.4%)] 40bps -104bps
International 56.5% 57.4% 59.3% 58.0%I 57.6%I -40bps 104bps
Customer wise Data Revenue Mix I I

Service provider 23.1% 22.6% 22.2% 23.5%: 26.5%: 302bps 336bps
Enterprise 76.9% 77.4% 77.8% 76.5%| 73.5%]  -302bps -336bps
Customer wise Core Connectivity Revenue Mix | |

Service provider 31.3% 29.6% 29.4% 28.6%! 32.9%! 422bps 153bps
Enterprise 68.7% 70.4% 70.6% 71.4%, 67.1%, -422bps -153bps

Source: Company, JM Financial.
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Exhibit 5. Consolidated segmental performance quarterly snapshot

INR mn 1QFY25 2QFY25 3QFY25 aQFy2sl 1QFv26l QoQ (%) YoY (%)
Gross Revenue i i
Voice 4,227 4,255 4,105 3,741 3,945) 5.5% -6.7%
Data 46,878 48,262 49,032 50,961l 51,3021 0.7% 9.4%
Core connectivity 25,502 26,134 25,903 26,562I 26,198I -1.4% 2.7%
Digital portfolio 21,377 22,128 23,130 24,399| 25,105| 2.9% 17.4%
Collaboration & CPaaS 10,447 11,140 11,773 11,437] 11,715} 2.4% 12.1%
Cloud and cyber security 4,157 4,151 4,320 5,139l 5,276l 2.7% 26.9%
Next Gen Connectivity 2,078 2,172 2,485 2,581: 2,716: 5.2% 30.7%
Media Services 3,367 2,889 3,083 3,513I 3,898I 11.0% 15.8%
Incubation Services 1,328 1,775 1,468 1,729] 1,501 -13.2% 13.0%
Others 5,228 4,761 4,843 5,201l 4,351l -16.3% -16.8%
Rentals 571 573 577 438l 491l 12.1% -14.1%
TCTSL 2,793 2,604 2,561 2,955| 1,967| -33.5% -29.6%
TCR 1,454 1,584 1,705 1,808] 1,893] 4.7% 30.2%
Total 56,334 57,279 57,981 59,9041 59,5991 -0.5% 5.8%
Net Revenue (i.e. Gross Profit) : :
Voice 976 957 981 916| 832I -9.1% -14.7%
Data 29,022 29,399 29,453 29,102 29,731] 2.2% 2.4%
Core connectivity 20,669 21,142 20,902 21,008l 20,663l -1.6% 0.0%
Digital portfolio 8,353 8,257 8,551 8,093: 9,067I 12.0% 8.5%
Others 2,642 2,838 2,908 3,287| 2,337| -28.9% -11.6%
Rentals 571 572 576 437] 490] 12.1% -14.2%
TCTSL 758 834 788 1,205l 130l -89.2% -82.9%
TCR 1,313 1,431 1,544 1,646: 1,717I 4.3% 30.8%
Total 32,640 33,194 33,342 33,305l 32,900| -1.2% 0.8%
Gross Margin (%) 1 1
Voice 23.1% 22.5% 23.9% 24.5%l 21.1%l -339bps -199bps
Data 61.9% 60.9% 60.1% 57.1%I 58.0%I 85bps -396bps
Core connectivity 81.0% 80.9% 80.7% 79.1%I 78.9% -22bps -217bps
Digital portfolio 39.1% 37.3% 37.0% 33.2%] 36.1%]| 295bps -296bps
Others 50.5% 59.6% 60.0% 63.2%l 53.7%l -950bps 318bps
Rentals 100% 100% 100% 100%! 100%! -1bps -6bps
TCTSL 27% 32% 31% 41% 7% -3417bps -2055bps
TCR 90% 90% 91% 91%] 91%] -34bps 37bps
Overall 57.9% 58.0% 57.5% 55.6%l 55.2%l -40bps -274bps
EBITDA : :
Voice 462 478 483 440| 436| -0.8% -5.6%
Data 9,237 8,957 9,413 8,910] 8,813] -1.1% -4.6%
Others 1,543 1,860 1,913 1,871l 2,119l 13.3% 37.3%
Rentals 324 352 364 2071 279l 34.7% -13.7%
TCTSL 229 312 215 350| 471I 34.7% 105.9%
TCR 1,115 1,196 1,334 1,314) 1,369] 4.2% NA
Total 11,242 11,294 11,810 11,221l 11,368l 1.3% 1.1%
EBITDA Margin (%) : :
Voice 10.9% 11.2% 11.8% 11.7%| 11.1% -69bps 12bps
Data 19.7% 18.6% 19.2% 17.5%] 17.2%] -31lbps -253bps
Others 29.5% 39.1% 39.5% 36.0%l 48.7%l 1273bps 1919bps
Rentals 57% 61% 63% 47%l 57% 953bps 27bps
TCTSL 8% 12% 8% 12%| 24% 1211bps 1575bps
TCR 77% 75% 78% 73%] 72%] -39bps -439bps
Overall 20.0% 19.7% 20.4% 18.7%l 19.1%l 34bps -88bps
Gross revenue growth YoY (%) : :
Voice 1.1% -0.7% -3.0% -12.8% -6.7%
Data 20.0% 21.0% 6.3% 9.6%] 9.4%]
Core connectivity 2.1% 2.9% 2.8% 3.2%l 2.7%l
Digital portfolio 51.6% 52.5% 10.5% 17.5%l 17.4%]
Collaboration & CPaaS 138.1% 174.2% 11.7% 8.8%| 12.1%
Cloud and cyber security 9.3% -0.8% 12.5% 28.8%] 26.9%]|
Next Gen Connectivity 13.3% 7.7% 9.2% 23.6%l 30.7%l
Media Services 12.6% -7.6% -2.0% 13.9%l 15.8%]
Incubation Services 21.9% 58.9% 29.2% 57.4%| 13.0%
Others 17.4% 4.9% -12.3% -15.0%] -16.8%]
Overall 18.1% 17.6% 3.8% 5.2%l 5.8%l
EBITDA growth YoY (%) : :
Voice -25.5% -23.5% -3.6% -0.2% -5.6%
Data -3.1% -4.5% -4.4% 1.0%] -4.6%]
Others 1631.0% 1096.4% 62.3% 43.7%l 37.3%l
Overall 9.8% 11.2% 2.4% 6.2%! 1.1%!

Source: Company, JM Financial
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Assumptions and Estimates
Exhibit 6. TCOM — Key operational assumptions
FY25-28E
Particulars FY19 FY20 Fy21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E CAGR (%) Comments
Condolidated Financials (INR Bn)
Revenue 164 171 171 167 178 208 231 243 269 301 9%
YoY Growth (%) 3.9% 0.2% -2.2% 6.7% 16.5% 11.2% 5.0% 10.8% 12.0%
Reported EBITDA 253 329 42.6 423 43.2 43.2 45.7 534 61.3 717 16% Assumed EBITDAmargin to improve
Reported EBITDA Margin (%) 15.4% 19.3% 24.9% 25.3% 24.2% 20.8% 19.8% 22.0% 22.8% 23.8% t0 22.8% in FY27 vs company's
YoY Growth (%) 25.0% 29.3% 1.4% -4.2% -14.2% -4.8% 11.3% 3.6% 4.4% ambition of 23-25% margin in FY27
Cash EBITDA 253 29.6 38.8 38.8 39.9 39.6 42.0 49.7 575 67.9 17%
Cash EBITDA Margin (%) 15.4% 17.4% 22.7% 23.2% 22.4% 19.1% 18.2% 20.5% 21.4% 22.5%
YoY Growth (%) 12.6% 30.7% 2.2% -3.6% -14.7% -4.6% 12.5% 4.5% 5.3%
Cash Capex 17.3 16.6 135 16.5 14.9 203 134 23.2 243 255
Cash Capex Instensity (% of Revenue) 11% 10% 8% 10% 8% 10% 6% 10% 9% 8%
FCF 11 8.6 18.3 255 29.0 115 15.7 232 29.4 34.4 30%
YoY Growth (%) 669% 112% 39.7% 13.5% -60.4% 37% 47.5% 26.3% 17.1%
Net Debt 84.9 915 775 67.2 57.1 913 93.8 86.3 73.6 57.2
Net Debt/Reported EBITDA (x) 33 2.8 18 16 13 21 21 1.6 1.2 0.8
Net Debt/Cash EBITDA (X) 3.3 3.1 20 1.7 14 2.3 2.2 1.7 13 0.8
Segmental Revenue and EBITDA break-up
1) Voice
Revenue 38.7 33.8 27.9 229 205 17.0 16.3 15.8 15.2 14.6 -4%
EBITDA 33 26 1.7 15 34 2.2 19 1.7 1.7 1.6 -5%
EBITDA Margin (%) 8.6% 7.8% 6.2% 6.7% 16.6% 12.9% 11.4% 11.0% 11.0% 11.0%
2) Data
Revenue 111 119 126 128 141 172 195 214 240 273 12% Assumed revenue of INR 241bn in
2 3 26 3 26 376 36 5 69.9 249 FY27 vs company's ambition of INR

EBITDA 5 4.4 43. 43.5 42. 7. 5 47. 57.5 . 4% 280bn in FY27 (of which 60% revenue
EBITDA Margin (%) 23.9% 28.9% 34.6% 34.1% 30.2% 21.9% 18.7% 22.0% 24.0% 25.7% expected from Digital portfolio)

i) Core Connectivity

Revenue 82.1 85.8 89.1 90.4 95.6 101 104 109 115 122 5%

EBITDA 27.0 324 394 39.7 425 45.2 454 49.6 53.1 56.0 7%

EBITDA Margin (%) 32.9% 37.7% 44.1% 43.9% 44.4% 44.7% 43.6% 45.3% 46.0% 46.1%

ii) Digital Portfolio

Revenue 285 329 36.8 374 454 703 91.0 105 125 151 18%

EBITDA -0.5 2.0 4.3 3.9 0.1 -7.7 -8.9 -2.4 4.5 13.9 NM

EBITDA Margin (%) -1.8% 6.0% 11.6% 10.3% 0.3% -10.9% -9.7% -2.3% 3.6% 9.2%
Source: Company, JM Financial.
Exhibit 7. Consolidated revenue breakup for TCOM
Particulars FY19 FY20 Fy21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
Revenue break-up (INR Bn)
Voice 38.7 33.8 27.9 22.9 20.5 17.0 16.3 15.8 15.2 14.6
Data - Core Connectivity 82.1 85.8 89.1 90.4 95.6 101.3 104.1 109.5 1153 1215
Data - Digital Portfolio 28.5 329 36.8 374 454 70.3 91.0 104.7 124.9 151.0
Others 15 18 17 17 17 19 20 13 13 14
Total 164 171 171 167 178 208 231 243 269 301
Revenue proportion (%)
Voice 24% 20% 16% 14% 12% 8% 7% 7% 6% 5%
Data - Core Connectivity 50% 50% 52% 54% 54% 49% 45% 45% 43% 40%
Data - Digital Portfolio 17% 19% 22% 22% 25% 34% 39% 43% 46% 50%
Others 9% 11% 10% 10% 9% 9% 8% 5% 5% 5%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
Revenue growth (%)
Voice -13% -17% -18% -10% -17% -4% -3% -4% -4%
Data - Core Connectivity 5% 4% 1% 6% 6% 3% 5% 5% 5%
Data - Digital Portfolio 16% 12% 1% 21% 55% 29% 15% 19% 21%
Others 20% -6% -3% 2% 14% 2% -35% 5% 5%
Total 4% 0% -2% 7% 17% 11% 5% 11% 12%

Source: Company, JM Financial.
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Exhibit 8. Consolidated EBITDA breakup for TCOM
Particulars FY19 FY20 Fy21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E
EBITDA break-up (INR Bn)
Voice 3.3 2.6 1.7 1.5 34 2.2 1.9 1.7 1.6 1.5
Data - Core Connectivity 27.0 324 39.4 39.7 425 45.2 45.4 49.8 53.3 56.3
Data - Digital Portfolio -0.5 2.0 43 3.9 0.1 7.7 -8.9 -1.0 45 13.9
Others -4.5 -4.1 2.7 -2.8 -2.8 34 7.3 3.1 2.2 0.2
Total 253 329 42.6 42.3 43.2 43.2 45.7 53.6 61.5 71.9
EBITDA proportion (%)
Voice 13% 8% 4% 4% 8% 5% 4% 3% 3% 2%
Data - Core Connectivity 107% 98% 92% 94% 98% 105% 99% 93% 87% 78%
Data - Digital Portfolio -2% 6% 10% 9% 0% -18% -19% -2% 7% 19%
Others -18% -12% -6% 7% 7% 8% 16% 6% 4% 0%
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
EBITDA growth (%)
Voice -21% -34% -11% 122% -36% -15% -9% -6% -5%
Data - Core Connectivity 20% 22% 1% 7% 7% 0% 10% 7% 6%
Data - Digital Portfolio NM 114% -10% -96% NM NM NM NM 210%
Others NM NM NM NM NM 114% -57% -30% -89%
Total 30% 30% -1% 2% 0% 6% 17% 15% 17%
EBITDA Margin (%)
Voice 9% 8% 6% 7% 17% 13% 11% 11% 11% 11%
Data - Core Connectivity 33% 38% 44% 44% 44% 45% 44% 45% 46% 46%
Data - Digital Portfolio -2% 6% 12% 10% 0% -11% -10% -1% 4% 9%
Others -30% -23% -16% -17% -17% 18% 37% 22% 15% 2%
Total 15% 19% 25% 25% 24% 21% 20% 22% 23% 24%
Source: Company, JM Financial.
Exhibit 9. Change in estimates and TP

New Old Divergence
TP (INR) 2,000 2,000 0.0%
Rating BUY BUY
Revenue (INR bn)
FY26 242.7 243.9 -0.5%
FY27 268.9 270.0 -0.4%
FY28 301.3 302.3 -0.4%
EBITDA (INR bn)
FY26 53.4 53.7 -0.5%
FY27 61.3 61.6 -0.4%
FY28 71.7 72.0 -0.4%
PAT (INR bn)
FY26 16.5 16.4 0.8%
FY27 22.3 22.3 -0.3%
FY28 28.6 28.5 0.5%
EPS (INR)
FY26 57.9 57.5 0.8%
FY27 78.1 78.4 -0.3%
FY28 100.5 100.0 0.5%

Source: JM Financial
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Valuation
Exhibit 10. TCOM's SOTP valuation of INR 2,000/share
FY27E Reported EV/EBITDA Enterprise Per Share
EBITDA (INRBn) multiple (x) Value (INRBn) Value (INR)
Data Business 57.5 11.0 633 2,221
Voice and Other Business 9.6 1.0 10 34
Value of Investment in Data Center Business (26% Stake) 9.7 16.0 40 142
Total Firm Value 683 2,396
Less: Net debt 74 258
Less: AGR Contingent Liability (Assumed 50% Probability of actualisation) 39 136
Equity value 570 2,000
Source: Company, JM Financial.
Exhibit 11. TCOM one-year forward EV/EBITDA chart
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Financial Tables (Consolidated)

Income Statement (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 2,07,847 2,31,086 2,42,717 2,68,858 3,01,251
Sales Growth 16.5% 1.2% 5.0% 10.8% 12.0%
Other Operating Income 0 0 0 0 0
Total Revenue 2,07,847 2,31,086 2,42,717 2,68,858 3,01,251
Cost of Goods Sold/Op. Exp 80,787 1,00,478 1,01,941 1,10,232 1,20,501
Personnel Cost 43,428 45,573 48,543 53,772 60,250
Other Expenses 40,459 39,345 38,835 43,555 48,803
EBITDA 43,172 45,690 53,398 61,300 71,698
EBITDA Margin 20.8% 19.8% 22.0% 22.8% 23.8%
EBITDA Growth 0.0% 5.8% 16.9% 14.8% 17.0%
Depn. & Amort. 23,974 25,921 27,217 28,430 30,099
EBIT 19,199 19,769 26,180 32,870 41,599
Other Income 2,641 1,303 1,353 1,405 1,460
Finance Cost 6,301 7,291 7,239 6,416 5,158
PBT before Excep. & Forex 15,539 13,782 20,294 27,859 37,901
Excep. & Forex Inc./Loss(-) 0 0 0 0 0
PBT 15,539 13,782 20,294 27,859 37,901
Taxes 2,135 4,865 4,262 6,129 9,854
Extraordinary Inc./Loss(-) -2,357 10,027 0 0 0
Assoc. Profit/Min. Int.(-) -188 -421 -476 -533 -597
Reported Net Profit 11,235 19,365 16,508 22,264 28,644
Adjusted Net Profit 13,591 9,338 16,508 22,264 28,644
Net Margin 6.5% 4.0% 6.8% 83% 9.5%
Diluted Share Cap. (mn) 285.0 285.0 285.0 285.0 285.0
Diluted EPS (INR) 47.7 328 579 78.1 100.5
Diluted EPS Growth -21.0% -31.3% 76.8% 34.9% 28.7%
Total Dividend + Tax 4,760 7,125 6,405 8,638 11,114
Dividend Per Share (INR) 16.7 25.0 225 30.3 39.0
Source: Company, JM Financial
Cash Flow Statement (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Profit before Tax 13,182 23,808 20,294 27,859 37,901
Depn. & Amort. 24,697 26,283 27,217 28,430 30,099
Net Interest Exp. / Inc. (-) 9,211 9,203 7,239 6,416 5,158
Inc (-) / Dec in WCap. -11,004 -10,113 -3,215 -2,035 -2,531
Others -517 -10,692 -1,353 -1,405 -1,460
Taxes Paid -3,749 -9,381 -3,786 -5,596 -9,257
Operating Cash Flow 31,820 29,108 46,397 53,669 59,909
Capex -20,327 -13,358 -23,159 -24,317 -25,532
Free Cash Flow 11,493 15,750 23,239 29,353 34,377
Inc (-) / Dec in Investments -6,388 -8,630 0 0 0
Others 275 201 1,353 1,405 1,460
Investing Cash Flow -26,440 -21,788 -21,806 -22,912 -24,072
Inc / Dec (-) in Capital 0 0 0 0 0
Dividend + Tax thereon -6,014 -4,772 -6,405 -8,638 -11,114
Inc / Dec (-) in Loans 6,680 5,040 5,000 -15,000 -15,000
Others -8,248 -10,139 -10,739 -9,441 -8,244
Financing Cash Flow -7,581 -9,871 -12,145 -33,079 -34,358
Inc / Dec (-) in Cash -2,201 -2,550 12,447 -2,322 1,479
Opening Cash Balance 10,626 8,425 5,874 18,321 15,999
Closing Cash Balance 8,425 5,874 18,321 15,999 17,478

Source: Company, JM Financial

Balance Sheet (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Shareholders’ Fund 17,864 30,212 40,315 53,940 71,470
Share Capital 2,850 2,850 2,850 2,850 2,850
Reserves & Surplus 15,014 27,362 37,465 51,090 68,620
Preference Share Capital 0 0 0 0 0
Minority Interest 39 31 31 31 31
Total Loans 1,01,178 1,08,801 1,13,801 98,801 83,801
Def. Tax Liab. / Assets (-) 0 0 0 0 0
Total - Equity & Liab. 1,19,081 1,39,043 1,54,146 1,52,772 1,55,302
Net Fixed Assets 1,47,944 1,50,189 1,49,630 1,48,543 1,47,063
Gross Fixed Assets 1,16,837 1,19,864 1,19,306 1,18,219 1,16,739
Intangible Assets 17,837 19,325 19,325 19,325 19,325
Less: Depn. & Amort. 0 0 0 0 0
Capital WIP 13,270 10,999 10,999 10,999 10,999
Investments 0 0 0 0 0
Current Assets 97,669 1,15,657 1,32,522 1,39,445 1,52,381
Inventories 835 1,578 1,658 1,836 2,058
Sundry Debtors 37,584 40,061 42,742 48,082 54,701
Cash & Bank Balances 8,425 5,874 18,321 15,999 17,478
Loans & Advances 0 0 0 0 0
Other Current Assets 50,826 68,144 69,801 73,527 78,145
Current Liab. & Prov. 1,26,533 1,26,803 1,28,006 1,35,216 1,44,142
Current Liabilities 49,975 51,872 52,338 54,759 57,757
Provisions & Others 76,557 74,931 75,668 80,457 86,386
Net Current Assets -28,864 -11,145 4,516 4,229 8,239
Total — Assets 1,19,081 1,39,043 1,54,147 1,52,772 1,55,302
Source: Company, JM Financial
Dupont Analysis
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Margin 6.5% 4.0% 6.8% 8.3% 9.5%
Asset Turnover (x) 1.8 1.6 1.5 1.6 1.8
Leverage Factor (x) 71 6.0 4.6 3.6 2.7
RoE 82.3% 38.8% 46.8% 47.2% 45.7%
Key Ratios
Y/E March FY24A FY25A FY26E FY27E FY28E
BV/Share (INR) 62.7 106.0 141.5 189.3 250.8
ROIC 17.4% 10.5% 15.4% 18.8% 22.4%
ROE 82.3% 38.8% 46.8% 47.2% 45.7%
Net Debt/Equity (x) 5.2 3.4 2.4 1.5 0.9
P/E (x) 36.3 52.9 29.9 222 17.2
P/B (x) 27.6 16.3 12.2 9.2 6.9
EV/EBITDA (x) 13.6 131 11.0 9.4 7.8
EV/Sales (x) 2.8 2.6 2.4 2.1 1.9
Debtor days 66 63 64 65 66
Inventory days 1 2 2 2 2
Creditor days 81 70 70 68 66

Source: Company, JM Financial
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