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TCS came out with impressive numbers for the first quarter of FY10. The
company managed to beat the market expectations. There was a surprise
surge in the profits at the operational levels as the company saw the benefits
from the improved cost management measures undertaken in the previous
months and increased off-shoring in Q1FY 10 accrue at the EBITDA levels. Also,
the company saw higher non-operating income push the bottom line further
up. Q1FY10 volume growth stood at 3.54%. The management reiterated the
cautious outlook for the overall business environment. Though the pricing
pressures seem to be reducing, the environment continues to be challenging.
The management believes that the sector can see business recovery only post
the end of 2010. However, as far as the current fiscal year is considered, TCS
expects a flattish growth, as the management is cautiously optimistic about
the growth opportunities. The macro economic uncertainties are expected to
impact on the industry verticals like manufacturing, high-tech and telecom,
which would be prime culprits in dragging down the growth for the next
quarter. In coming quarters, the fresh hiring plans would be impacting the
operating profits. At the client level, the IT spending pattern is yet not clear
owing to the adverse macro environment, which is further engraved by the
prolonged decision making cycle at the clients’ end. Though there are signs of
green shots, one cannot construe it as return of the spring. There is some
more pain left for the IT players before they resume their prosperous journey.
With this we maintain a cautious view on this sector. At the CMP of Rs. 501,
the stock quotes at PE of 17.62x its FY10E EPS of Rs. 28.41. Hold.

Result Highlights

= TCS’s consolidated revenues registered a Q0Q surge of 0.5% from Rs. 7207
crore to Rs. 7172 crore in Q1FY10. There was a drastic improvement in the
EBITDA margins, which improved from 25.8% in Q4FY09 to 27.3% in Q1FY10.
The EBITDA stood at Rs. 1965 crore against Rs. 1846 crore for the same
period, up 6.4%. The PAT posted handsome gain of 15.1% QoQ, with the net
profit standing at Rs. 1534 crore in Q1FY10 versus Rs. 1333 crore in Q4FY09.
Also, the NPM jumped to an impressive 21.3% from 18.6% a quarter back.

®=  On YoY basis, the revenues grew by 12.4% from Rs. 6411 crore, EBITDA shot
up by 26% from Rs. 1559 crore and the reported PAT surged by 18.9% from
Rs. 1291 crore.

The company incurred forex hedging loss of Rs. 85 crore versus Rs. 195 crore
(QoQ). In Q2FY10, forex loss is likely to come down further due to less
outstanding hedges.

= TCS added 26 clients in the first quarter. The IT behemoth bagged eight
large deals during the quarter. The company was finally able to conquer the
declining trend in the revenues of the Top 10 clients, which grew by 7.5%.
The deal pipeline of the company remains healthy.

= The company has total employee strength of 141642 as on June 30, 2009. In
the quarter Infosys saw a gross addition of 1154 people but the employee
base shrunk by 2746 people. For FY10, the company has made 24,885
campus offers, which will join company in next three quarters.

Key Financials

TCS (Rs In Cr)

Q1FY10 Q4FY09 Q1FY10 Q1FY09

Total Revenue 7207.0 7172.0 0.5 7207.0 6410.7 12.4
Total Expenditure 5242.2 5325.2 -1.6 5242.2 4851.7 8.0
Operating Profit 1964.8 1846.8 6.4 1964.8 1559.0 26.0
OPM (%) 27.3 25.8 27.3 24.3%
PBT 1828.6 1545.8 18.3 1828.6 1483.8 23.2
Reported PAT 1533.9 1332.8 15.1 1533.9 1290.6 18.9
NPM (%) 21.3 18.6 21.3 20.1%
Adj. EPS (Rs.) 7.8 13.6 7.8 13.2
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Financials
(E Harch 31
Total Revenue 7207.0 7172.0 7207.0 6410.7 12.4 27812.9  22863.4 21.6
Staff Cost 2695.7 2562.0 5.2 2695.7 2284.1 18.0 9901.6 7854.6 26.1
Overseas business Exp 1094.4 1288.0 -15.0 1094.4 1212.1 -9.7 5032.4 3994.9 26.0
Services by Associates 280.7 236.3 18.8 280.7 232.6 20.7 1108.7 850.5 30.4
Total Expenditure 5242.2 5325.2 -1.6 5242.2 4851.7 8.0 20643.1 16909.8 221
Operating Profit 1964.8 1846.8 6.4 1964.8 1559.0 26.0 7169.8 5953.6 20.4
Non-Op. Income 25.6 -130.0 -119.7 25.6 43.9 -41.8 -427.0 486.1 -187.8
Depreciation 158.0 165.0 -4.2 158.0 112.2 40.8 564.1 563.7 0.1
PBT 1828.6 1545.8 18.3 1828.6 1483.8 23.2 6150.1 5846.0 5.2
Prov. for Tax- Cur 277.3 194.0 42.9 277.3 184.4 50.4 839.0 786.3 6.7
Reported PAT 1533.9 1332.8 15.1 1533.9 1290.6 18.9 5256.4 5026.0 4.6
Equity Share capital 195.7 97.9 195.7 97.9 100.0 97.9 97.9 0.0
Adj. EPS (Rs.) 7.8 13.6 -42.5 7.8 13.2 -40.6 53.7 51.4 4.6
OPM (%) 27.3 25.8 27.3 24.3 25.8 26.0
PBT Margin (%) 25.4 21.6 25.4 23.1 22.1 25.6
NPM (%) 21.3 18.6 21.3 20.1 18.9 22.0
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Operational Highlights

Geographical Distribution of Revenues(%)

Chg %

North America 52.3 52.4 -0.2 51.1 2.3 51.5 50.7 1.6
Ibero America 4.6 4.8 -4.2 4.1 12.2 4.7 4.4 6.8
UK 16.9 17.9 -5.6 19.5 -13.3 19.0 19.8 -4.0
Continental Europe 11.0 10.8 1.9 10.1 8.9 10.5 9.2 14.1
India 9.1 8.2 11.0 8.7 4.6 7.8 9.0 -13.3
Asia Pacific 4 3 3.9 10.3 4 9 -12.2 4 7 5.2 -9.6
MEA 2.0 -10.0 12.5 1.7 5.9
IT Solutions & Services
Application Development & Maintenance 48.7 48.6 0.2 46.9 3.8 48.5 48.3 0.4
Business Intelligence 6.1 6.8 -10.3 9.0 -32.2 8.1 9.7 -16.5
Enterprise Solution 10.9 11.8 -7.6 13.0 -16.2 12.6 13.1 -3.8
Assurance Services 4.4 3.8 15.8 4.5 -2.2 4.3 3.8 13.2
Engineering & Industrial Services 5.2 5.8 -10.3 5.6 -7.1 6.0 5.4 11.1
Infrastructure Services 9.3 8.3 12.0 7.7 20.8 8.0 6.5 23.1
Global Consulting 1.4 1.7 -17.6 3.7 -62.2 2.7 3.4 -20.6
Asset Leverage Solutions 2.6 2.1 23 8 3 5 -25.7 2 9 3 6 -19.4
Business Process Outsourcmg 11.4 11.1 86.9 11.3
Time and Materlal Basis 52.6 52.9 -0.6 5720.0 -99.1 55.20 55.90 -1.3
Fixed Price, Fixed Time BaSIS 47.4 471 0.6 4280.0 -98.9 44.80 44.10 1.6
BFSI 43.9 42.8 42.5 42.3 43.6 -3.0
Telecom 12.6 13.1 -3.8 15.5 -18.7 14.4 17.4 -17.2
Manufacturing 9.2 9.8 -6.1 10.7 -14.0 10.5 12.7 -17.3
Retail & Distribution 12.2 12.0 1.7 8.6 41.9 10.3 7.7 33.8
Hi-Tech 4.9 5.5 -10.9 7.0 -30.0 6.5 0.0 -
Life Sciences & Healthcare 5.7 5.7 0.0 5.3 7.5 5.2 5.5 -5.5
Transportation 3.7 3.8 -2.6 4.3 -14.0 4.1 4.0 2.5
Energy & Utilities 2.7 2.7 0.0 2.9 -6.9 2.8 2.7 3.7
Media & Entertainment 2 2 2 1 4.8 1 7 29.4 1 9 0 0
Others 16.0 93.3 -68.8
USS 1 million Clients* 423 405 362 16.9 405 358 13.1
USS 5 million Clients* 178 172 3.5 147 21.1 172 143 20.3
USS 10 million Clients* 113 111 1.8 105 7.6 111 100 11.0
USS 20 million Clients* 59 62 -4.8 54 9.3 62 56 10.7
USS 50 million Clients* 23 24 -4.2 21 9.5 24 19 26.3
USS 100 million Clients* 6 7 -14.3 7 -14.3 7 7 0.0
Top client contribution to Revenue (%)* 5.7 4.7 21.3 6.2 -8.1 4.7 6.5 -27.7
Top 5-client contribution to Revenue (%)* 19.4 18.6 4.3 18.5 4.9 18.6 18.9 -1.6
Top 10-client contribution to Revenue (%)* 28.0 26.9 4.1 28.3 -1.1 26.9 291 -7.6
* for last twelve months
Repeat Business (%) 99.7 95.6 4.3 99.3 0.4 97.1 96.4 0.7
New Business (%) 0.3 4.4 -93.2 70.0 -99.6 2.9 3.6 -19.4
New clients added during the period 26 36 -27.8 35 -25.7 163 212 -23.1
Number of Active Clients 933 985 -5.3 885 5.4 1014 929 9.1
Offshore 50.4 47.7 40.9 23.2 44.2 41.9 5.5
Onsite 44 4 48.2 -7 9 54.9 -19.1 51.2 53.9 -5 0
GDC/RDC 4.1 26.8 4.2 23.8 4.6 4.2
Including Tralnees 71.3 69.4 74.6 -4.4 69.4 75.8 -8.4
Excluding Trainees 79.2 79.7 -0.6 78.3 1.1 79.7 79.1 0.8
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DISCLAIMER

The contents of this material are general and are neither comprehensive nor appropriate for every individual and are solely for the
informational purposes of the readers. This material does not take into account the specific investment objectives, financial situation
or needs of an individual/s or a Corporate/s or any entity/s. A qualified professional should be consulted before making an investment
decisions or acting on any information contained in this material. All investments involve risk and past performance does not
guarantee future results. Investigate before you invest. You are strongly cautioned to verify any information before using it for any
personal or business purpose.

Way2wealth Brokers (P) Limited (herein after called Way2Wealth) does not guarantee the accuracy, quality or completeness of any
information. Much of the information is relevant only in India. Way2wealth makes no warranties, either express or implied, including,
but not limited to warranties of suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement.
In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect, special, incidental,
consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and
are subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements.
These uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest
or foreign exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and
trading conditions or markets; increased competition; unfavorable political and diplomatic developments; change in the governmental
or regulatory policies; failure of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy
or sell any security or instrument or to participate in any particular trading strategy. No part of this material may be copied or
duplicated in any form by any means or redistributed without the written consent of Way2Wealth. In no event shall any reader
publish, retransmit, redistribute or otherwise reproduce any information provided by Way2Wealth in any format to anyone.
Way2Wealth and its affiliates, officers, directors and employees including persons involved in the preparation or issuance of this report
may from time to time have interest in securities thereof, of companies mentioned herein.
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