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Ratings 

Company 

Name 
Rating CMP 

Target 

Price 

Infosys  ACCUM 2670 3100 

TCS ACCUM 807 860 

Wipro REDUCE 719 700 

HCL Tech ACCUM 358 400 

Tech M REDUCE 860 950 

Mphasis HOLD 640 650 

eClerx BUY 504 540 

Patni n.a 550 n.a 

Hexaware n.a 69 n.a 

Price Performance 
(%) 1M 3M 6M 12M 

Infosys  

Absolute    1  4  15  94  

Rel. to Sensex (4) 2  11  9  

TCS 

Absolute    6  9  28  197  

Rel. to Sensex 0  7  24  66  

Wipro 

Absolute    3  6  19  187  

Rel. to Sensex (2) 4  15  60  

HCLT 

Absolute    (2) (4) 6  254  

Rel. to Sensex (7) (6) 3  98  

Tech Mahindra 
 

Absolute    (4) (13) (9) 215  

Rel. to Sensex (9) (15) (12) 76  

Mphasis 
 

Absolute    (4) (11) (4) 215  

Rel. to Sensex (9) (13) (7) 76  

Patni 
 

Absolute    17  12  22  331  

Rel. to Sensex 11  10  18  141  

eClerx 
 

Absolute    11  21  35  313  

Rel. to Sensex 6  19  31  131  

Source: Capitaline 

IT Services  
Expect in line results, currency could play spoil sport 
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We expect ~2-4.8% QoQ growth in US$ revenues for our IT services coverage 
universe. Cross currency movements would impact growth negatively by ~80-250 
bps after helping reported growth over the past 3 quarters. 

Expect 14-15% YoY revenue growth guidance for FY11, EPS outlook at Rs 112-114 
could disappoint near term (given street expectations pegged at ~Rs 120).   

 Look out for (1) comments on pickup in business from manufacturing and 
telecom verticals, (2) outlook on continuation of uptick seen in financial services 
over the past 2-3 quarters , (3) Margin levers ( given currency appreciation, wage 
increments and near high utilization levels posing downside risks). 

Maintain Infosys as the top pick in the large cap IT services space. However 
would not rule out near term stock weakness on account of weak earnings 
guidance.  

Expect 2-4.8% sequential growth across our coverage universe  

We expect ~2-4.8% QoQ growth in US$ revenues for our coverage universe with cross 
currency movements playing spoilsport after lending help over the past 3 quarters. We 
expect Infosys to report the highest QoQ growth amongst our large cap coverage 
universe and expect March’10 revenues at US$ 1292 mn (+4.8% QoQ, +15.2% YoY) 
ahead of co. guidance of 0.6-1.5% QoQ growth. HCL Tech will lag peers for the 2nd 
quarter in a row in terms of sequential growth driven by cross currency hit of ~150 bps 
QoQ 

Expect Infosys to guide for ~14-15% YoY revenue growth, EPS outlook at 
Rs 112-114 

We believe that Infosys could guide for FY11 revenue growth at 14-15% which would 
entail a 2.4-2.7% sequential growth rate on our March’10 quarterly revenue 
expectations of US$ 1292 mn. We believe Infosys management could err on the 
conservative side despite resurge in spending at top clients citing (1) uncertainness in 
the global environment and especially the European geography, (2) lack of pickup in 
discretionary spending for now and (3) adverse cross currency movements (GBP , Euro 
have depreciated by ~5.5%6% since Dec’09 quarter end).  On account of the recent 
currency appreciation and the upcoming wage increments to be implemented from 
April’10 onward, we expect Infosys to guide for earnings of Rs 112-114 (+2-3.8% YoY), 
which could spook street given investor expectations (Emkay FY11 EPS estimate at Rs 
121.2, based at Rs 45/$) pegged at Rs 120+. 

Do not rule out near term stock weakness, Infosys remains the preferred 
pick in the large cap universe 

We would not rule out near term stock price weakness in the run up to Infosys’s results 
on April 13’10. However maintain Infosys as the preferred pick in the large cap IT 
services universe with our confidence emanating from (1) higher exposure to 
discretionary IT spending (Infosys derives ~41% of revenues from App Development / 
Enterprise Apps), (2) more operational levers (Infosys still has room to improve 
utilization as compared to peers TCS and Wipro who are operating near peak utilization 
levels) and (3) superior cash flow generation profile as compared with peers (refer table 
below)  A special dividend also remains in the offing in April’10 as has been the 
historical trend of giving a special dividend every alternate year. (also refer to our note 
‘Infosys: Expect 14-15% YoY growth for FY11’ dated March’16’2010). 

Manik Taneja 

manik.taneja@emkayglobal.com 
+91 22 6612 1253  
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March’10 result expectations  
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Revenue guidance(in US$ mn) March'10 guidance QoQ growth 

Infosys   

Lower end 1,240 0.6 

Upper end 1,250 1.5 

   

Wipro   

Lower end 1,161 3.0 

Upper end 1,183 5.0 

   

Patni   

Lower end 170 -0.1 

Upper end 174 2.2 

Source: Companies, Emkay Research 

GBP and Euro have appreciated by 5%/6% on an average during the March’10 
quarter 

 Dec'08 March'09 June'09 Sep'09 Dec'10 March'10 

US$/INR       

Average 49.4 50.2 48.8 48.4 46.6 45.9 

Quarter end 48.7 50.7 47.9 48.1 46.5 45.1 

GBP/US$       

Average 1.57 1.44 1.56 1.64 1.64 1.56 

Quarter end 1.45 1.43 1.67 1.59 1.61 1.51 

Euro/US$       

Average 1.32 1.31 1.36 1.43 1.48 1.39 

Quarter end 1.41 1.32 1.41 1.46 1.44 1.35 

Source: RBI, Emkay Research  

Infosys is the only company whose EBIT mgns have trended up over the past 5 
years in the large cap IT universe  
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Source: Companies, Emkay Research 

Co Name Revenues Revenue growth EBITDA EBITDA growth Net profits Profit growth 

 (in US$ mn) QoQ YoY (in Rs mn) QoQ YoY (in Rs mn) QoQ YoY 

Infosys 1,292 4.8 15.2 20,914 2.6 10.6 16,169 2.1 0.2 

TCS 1,704 4.2 18.9 22,963 1.1 22.2 18,445 2.6 40.3 

Wipro 1,170 3.8 11.8 13,682 1.1 1.3 12,303 2.4 11.9 

HCL Tech 664 2.0 17.7 5,761 -6.2 -2.4 3,064 11.8 56.3 

Tech M 261 2.7 23.3 2,614 -6.9 -8.0 1,764 2.0 -23.4 

Patni 174 2.4 11.4 1,695 1.2 18.8 1,381 1.3 81.6 

eClerx 15 4.0 44.9 277 -0.7 15.7 263 23.3 62.7 

Hexaware 50 -4.9 -7.3 258.8 -42.5 -34.0 141 -60.7 -18.3 
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Infy enjoys a far superior cash flow generation profile as compared to peers 

CFO, as % of revenues Infosys TCS Wipro 

FY07 27.9 17.8 14.4 

FY08 27.8 16.5 12.5 

FY09 30.2 23.0 14.1 

9M FY10 32.6 25.3 19.8 

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The 
manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may 
come are required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action based 
upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. No person 
associated with Emkay Global Financial Services Ltd. is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this document. 
The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Global Financial Services 
Ltd., nor any person connected with it, accepts any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own 
professional advice. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in 
this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not 
predictions and may be subject to change without notice. We and our affiliates, officers, directors, and employees world wide, including persons involved in the preparation or issuance of this 
material may; (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of 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) discussed herein or may perform or seek to perform 
investment banking services for such  company(ies)or act as advisor or lender / borrower to such company(ies) or have other potential conflict of interest with respect to any recommendation and 
related information and opinions. The same persons may have acted upon the information contained here. No part of this material may be duplicated in any form and/or redistributed without 
Emkay Global Financial Services Ltd.'s prior written consent. No part of this document may be distributed in Canada or used by private customers in the United Kingdom. In so far as this report 
includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
 

Emkay Global Financial Services Ltd., 
 Paragon Center, H -13 -16, 1st Floor, Pandurang Budhkar Marg, Worli, Mumbai – 400 013.  

Tel: +91-22-66121212, Fax: +91-22-66242410 
 


