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Accenture (ACN, Not rated) reports 3Q (May) results 

Accenture reported 20.6% y-o-y revenue growth, along with a book-to-bill ratio of 1.1x. 

Consulting revenues grew 17% y-o-y (in constant currency), suggesting that clients are 

investing in new growth initiatives and not just cost cutting. The company raised its 

guidance for the full year to 14-15% y-o-y (from 11-14% last quarter) in local currency. 

This is the third consecutive quarter it has raised guidance. Accenture increased headcount 

by 8,000 to 223,000 and increased (by 2,000) its guidance of hiring 66,000 during the 

year. Attrition was 15% vs 14% last quarter. 

Management stated that there has been no slowdown in demand so far and clients are 

investing in four areas: 1) business globalization, 2) cost rationalization (creating demand 

for offshoring), 3) new technology such as cloud and enterprise mobility, and 4) 

regulatory and compliance related IT spending.  

Oracle (ORCL, Not rated) reports 4Q (May) results 

Oracle’s application license was up 16% y-o-y in constant currency. Database and 

Middleware license sales rose 10% y-o-y (in constant currency). Oracle had guided for 1Q 

new software license revenue growth of 10-20% and increased its sales team by 800 in the 

quarter. As we wrote in our recent report “Going from strength to strength”, 2 March, 

improving license sales by software providers, such as SAP and Oracle, are a positive 

leading indicator for India IT companies. Increasing polarization of the software market, 

due to aggressive M&A by companies such as Oracle is resulting in a significant increase 

in the addressable market of top-tier India IT companies. 

Overall, we conclude that there is no slowdown in IT spending so far and the recent 

concerns over growth outlook and resulting sell-off in India IT stocks appear to be 

overdone. We remain positive on the sector and expect returns at least in line with 

earnings growth. We are OW on Infosys, TCS and HCLT. Any significant deterioration in 

US/Europe economies remains the key risk to our thesis. 

24 June 2011 

Yogesh Aggarwal* 
Analyst 
HSBC Securities and Capital Markets 
(India) Private Limited 
+91 22 2268 1246 
yogeshaggarwal@hsbc.co.in 

Vivek Gedda* 
Associate 
Bangalore 
 
 

View HSBC Global Research at: 
http://www.research.hsbc.com 

*Employed by a non-US affiliate of 
HSBC Securities (USA) Inc, and is not 
registered/qualified pursuant to FINRA 
regulations 

Issuer of report: HSBC Securities and 
Capital Markets 
(India) Private Limited 

Disclaimer & 
Disclosures 
This report must be read 
with the disclosures and 
the analyst certifications in 
the Disclosure appendix, 
and with the Disclaimer, 
which forms part of it 
 

Telecoms, Media & Technology 
IT Services 
Equity – India 

Flashnote 
 

India IT Services

Positive read-across for India IT from ACN and ORCL 
results  

 Accenture reports strong results, again raising its full-year 
guidance 

 Additionally, Oracle reports strong license sales along with a 
robust outlook for next quarter 

 Overall, leading upstream tech services remain strong, with 
no signs of slowdown in IT demand — a positive read-across 
for India IT companies; OW on Infosys, TCS and HCLT 
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Accenture key revenue mix  

USDbn Nov-07 Feb-08 May-08 Aug-08 Nov-08 Feb-09 May-09 Aug-09 Nov-09 Feb-10 May-10 Aug-10 Nov-10 Feb-11 May-11

Outsourcing Division 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11
Revenues 2.2 2.3 2.4 2.4 2.4 2.24 2.19 2.23 2.26 2.24 2.35 2.33 2.6 2.5 2.75
q-o-q 7.2% 1.8% 6.2% -0.4% -1.3% -5.1% -2.2% 1.8% 1.3% -0.9% 4.9% -0.9% 10.7% -1.4% 8.1%
y-o-y in cc 14% 11% 12% 9% 9% 9% 3% 1% -6% 3% 7% 11% 15% 12%
Bookings 2.5 2.7 2.8 4.0 2.2 2.84 3.36 2.68 2.02 3.13 3.25 3.0 2.59 3.18 3.4
q-o-q 41.1% 4.3% 5.3% 44.8% -44.6% 26.8% 18.3% -20.2% -24.6% 55.0% 3.8% -7.7% -13.7% 22.8% 6.9%
BBR 1.1x 1.2x 1.2x 1.7x 0.9x 1.3x 1.5x 1.2x 0.9x 1.4x 1.4x 1.3x 1.0x 1.2x 1.2x
Consulting 1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11
Revenues 3.5 3.4 3.7 3.6 3.7 3.03 2.95 2.91 3.12 2.93 3.22 3.09 3.57 3.5 3.97
q-o-q 13.8% -3.2% 10.4% -2.4% 1.4% -17.2% -2.6% -1.4% 7.2% -6.1% 9.9% -4.0% 15.5% -1.7% 13.1%
y-o-y in cc 12% 11% 12% 11% 9% -1% -9% -12% -9% 4% 9% 16% 20% 17%
Bookings 3.4 3.8 4.0 3.6 3.6 3.14 3.21 2.87 3.51 3.39 3.18 3.5 3.72 3.8 3.7
q-o-q 8.7% 12.5% 5.0% -8.8% -1.9% -11.8% 2.2% -10.6% 22.3% -3.4% -6.2% 10.1% 6.3% 2.2% -2.6%
BBR 1.0x 1.1x 1.1x 1.0x 1.0x 1.0x 1.1x 1.0x 1.1x 1.2x 1.0x 1.1x 1.0x 1.1x 0.9x
Total booking 5.91 6.44 6.77 7.67 5.8 5.98 6.57 5.55 5.53 6.52 6.43 6.50 6.31 6.98 7.10
Total revenue 5.7 5.6 6.1 6.0 6.0 5.3 5.1 5.14 5.4 5.2 5.6 5.4 6.2 6.1 6.7 

Source: Accenture, HSBC 

 
 

Oracle database & Middleware growth trends (y-o-y) 
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Oracle application license sale growth trends (y-o-y) 
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Valuations and risks 
Infosys valuation (INFY.BO, OW, INR2,774, TP INR3,400) 

We believe Infosys is likely to see better growth in FY12, on the back of strong demand environment, 

investments in sales and delivery, aggressive go-to-market and stability in the management. Infosys stock 

is currently trading at nearly 20x on our FY12e EPS. Overall, we remain positive on the stock from a 12-

month investment horizon. We believe 1Q is likely to remain muted compared to TCS, but revenue 

growth could accelerate from 2Q. We remain OW and continue to value the stock at 20x (a 10% discount 

to its historical average due to weaker earnings growth and guidance) FY13e EPS at INR3,400.  

Downside risks: 1) INR appreciation vs. USD (we find every 1% appreciation affects margins by 30-

40bp) remains a concern with foreign inflows to India increasing steadily; and 2) deterioration in 

macroeconomic conditions. 

TCS valuation (TCS BO, OW, INR1,097 , TP INR1,380) 

Among the large cap names, TCS remains our highest conviction call in the near term, thanks to the high 

revenue and margin visibility. We see continued strong momentum in its FY12 hiring outlook and our 

channel checks also suggest strong volume growth and pricing outlook for new deals, further reinforcing 

our positive view on TCS. We value TCS at 22x (a 10% premium to Infosys, due to better operational 

efficiency) FY13e EPS at INR1,380. 

Downside risks: wage inflation and a macroeconomic slowdown represent the primary downside risks to 

our Overweight rating on TCS. 

HCL Tech valuation (HCLT IN, OW, INR470, TP INR585) 

HCL Tech stock is trading at 16x our FY12e EPS. We believe the company is likely to continue trading 

near current valuations and offer stock returns in line with earnings growth. We value HCL at 16x (a 20% 

discount to Infosys, as we factor in the better margin profile and a strong balance sheet) FY13e EPS of 

INR36.6 for a target price of INR585.  

While the stock could remain volatile from quarter to quarter results as investors readjust margin 

expectations, we would advise long-term investors to remain invested to capture the expected +20% 

earnings CAGR in FY11-13e, in our view. 

Downside risks: 1) SAP upgrades lower than estimates; 2) EBITDA margin miss owing to wage inflation 

and investments in growth; and 3) INR appreciation and slowdown in macroeconomic recovery are the 

risks to our OW thesis. 
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Disclosure appendix 
Analyst Certification 
The following analyst(s), economist(s), and/or strategist(s) who is(are) primarily responsible for this report, certifies(y) that the 
opinion(s) on the subject security(ies) or issuer(s) and/or any other views or forecasts expressed herein accurately reflect their 
personal view(s) and that no part of their compensation was, is or will be directly or indirectly related to the specific 
recommendation(s) or views contained in this research report: Yogesh Aggarwal 

Important disclosures 

Stock ratings and basis for financial analysis 
HSBC believes that investors utilise various disciplines and investment horizons when making investment decisions, which 
depend largely on individual circumstances such as the investor's existing holdings, risk tolerance and other considerations. 
Given these differences, HSBC has two principal aims in its equity research: 1) to identify long-term investment opportunities 
based on particular themes or ideas that may affect the future earnings or cash flows of companies on a 12 month time horizon; 
and 2) from time to time to identify short-term investment opportunities that are derived from fundamental, quantitative, 
technical or event-driven techniques on a 0-3 month time horizon and which may differ from our long-term investment rating. 
HSBC has assigned ratings for its long-term investment opportunities as described below. 

This report addresses only the long-term investment opportunities of the companies referred to in the report. As and when 
HSBC publishes a short-term trading idea the stocks to which these relate are identified on the website at 
www.hsbcnet.com/research. Details of these short-term investment opportunities can be found under the Reports section of this 
website. 

HSBC believes an investor's decision to buy or sell a stock should depend on individual circumstances such as the investor's 
existing holdings and other considerations. Different securities firms use a variety of ratings terms as well as different rating 
systems to describe their recommendations. Investors should carefully read the definitions of the ratings used in each research 
report. In addition, because research reports contain more complete information concerning the analysts' views, investors 
should carefully read the entire research report and should not infer its contents from the rating. In any case, ratings should not 
be used or relied on in isolation as investment advice. 

Rating definitions for long-term investment opportunities 

Stock ratings 
HSBC assigns ratings to its stocks in this sector on the following basis: 

For each stock we set a required rate of return calculated from the cost of equity for that stock’s domestic or, as appropriate, 
regional market established by our strategy team. The price target for a stock represents the value the analyst expects the stock 
to reach over our performance horizon. The performance horizon is 12 months. For a stock to be classified as Overweight, the 
implied return must exceed the required return by at least 5 percentage points over the next 12 months (or 10 percentage points 
for a stock classified as Volatile*). For a stock to be classified as Underweight, the stock must be expected to underperform its 
required return by at least 5 percentage points over the next 12 months (or 10 percentage points for a stock classified as 
Volatile*).  Stocks between these bands are classified as Neutral. 

Our ratings are re-calibrated against these bands at the time of any 'material change' (initiation of coverage, change of volatility 
status or change in price target). Notwithstanding this, and although ratings are subject to ongoing management review, 
expected returns will be permitted to move outside the bands as a result of normal share price fluctuations without necessarily 
triggering a rating change. 

*A stock will be classified as volatile if its historical volatility has exceeded 40%, if the stock has been listed for less than 12 
months (unless it is in an industry or sector where volatility is low) or if the analyst expects significant volatility.  However, 
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stocks which we do not consider volatile may in fact also behave in such a way.  Historical volatility is defined as the past 
month's average of the daily 365-day moving average volatilities.  In order to avoid misleadingly frequent changes in rating, 
however, volatility has to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change. 

Rating distribution for long-term investment opportunities 

As of 24 June 2011, the distribution of all ratings published is as follows: 
Overweight (Buy) 51% (24% of these provided with Investment Banking Services) 

Neutral (Hold) 37% (19% of these provided with Investment Banking Services) 

Underweight (Sell) 12% (18% of these provided with Investment Banking Services) 

   

Share price and rating changes for long-term investment opportunities 

Infosys Technologies (INFY.BO) Share Price performance INR Vs HSBC rating 

history 

 

 

Source: HSBC 

 

  

Recommendation & price target history 

From To Date 

N/A Overweight (V) 10 December 2008 
Overweight (V) Overweight 01 April 2009 
Overweight Overweight 16 April 2009 
Overweight Neutral (V) 12 May 2009 
Neutral (V) Overweight 12 January 2010 

Target Price Value Date 

Price 1 1450.00 10 December 2008 
Price 2 1600.00 12 May 2009 
Price 3 1800.00 24 June 2009 
Price 4 2525.00 07 October 2009 
Price 5 2950.00 07 January 2010 
Price 6 3100.00 12 January 2010 
Price 7 3200.00 13 April 2010 
Price 8 3830.00 02 January 2011 
Price 9 3400.00 17 April 2011 

Source: HSBC 

HCL Technologies (HCLT.BO) Share Price performance INR Vs HSBC rating 

history 

 

 

Source: HSBC 

 

  

Recommendation & price target history 

From To Date 

N/A Neutral (V) 10 December 2008 
Neutral (V) Overweight (V) 24 June 2009 
Overweight (V) Overweight 20 October 2010 

Target Price Value Date 

Price 1 130.00 10 December 2008 
Price 2 125.00 26 January 2009 
Price 3 160.00 12 May 2009 
Price 4 175.00 26 May 2009 
Price 5 230.00 24 June 2009 
Price 6 350.00 25 August 2009 
Price 7 385.00 30 October 2009 
Price 8 455.00 07 January 2010 
Price 9 495.00 20 October 2010 
Price 10 545.00 02 January 2011 
Price 11 585.00 20 April 2011 

Source: HSBC 
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TCS (TCS.BO) Share Price performance INR Vs HSBC rating history  

 

Source: HSBC 

 

  

Recommendation & price target history 

From To Date 

N/A Neutral (V) 10 December 2008 
Neutral (V) Overweight (V) 01 September 2009 
Overweight (V) Overweight 15 July 2010 

Target Price Value Date 

Price 1 300.00 10 December 2008 
Price 2 335.00 12 May 2009 
Price 3 400.00 25 June 2009 
Price 4 480.00 20 July 2009 
Price 5 640.00 01 September 2009 
Price 6 755.00 07 October 2009 
Price 7 890.00 07 January 2010 
Price 8 925.00 15 July 2010 
Price 9 1100.00 22 October 2010 
Price 10 1300.00 02 January 2011 
Price 11 1360.00 21 April 2011 

Source: HSBC 

HSBC & Analyst disclosures 
Disclosure checklist 

Company Ticker Recent price Price Date Disclosure

HCL TECHNOLOGIES HCLT.NS 470.65 23-Jun-2011 4
INFOSYS TECHNOLOGIES INFY.NS 2779.10 23-Jun-2011 2, 6

Source: HSBC 

1 HSBC* has managed or co-managed a public offering of securities for this company within the past 12 months. 
2 HSBC expects to receive or intends to seek compensation for investment banking services from this company in the next 

3 months. 
3 At the time of publication of this report, HSBC Securities (USA) Inc. is a Market Maker in securities issued by this 

company. 
4 As of 31 May 2011 HSBC beneficially owned 1% or more of a class of common equity securities of this company. 
5 As of 30 April 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of investment banking services. 
6 As of 30 April 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-investment banking-securities related services. 
7 As of 30 April 2011, this company was a client of HSBC or had during the preceding 12 month period been a client of 

and/or paid compensation to HSBC in respect of non-securities services. 
8 A covering analyst/s has received compensation from this company in the past 12 months. 
9 A covering analyst/s or a member of his/her household has a financial interest in the securities of this company, as 

detailed below. 
10 A covering analyst/s or a member of his/her household is an officer, director or supervisory board member of this 

company, as detailed below. 
11 At the time of publication of this report, HSBC is a non-US Market Maker in securities issued by this company and/or in 

securities in respect of this company 
  
Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment 
banking revenues. 

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that 
company available at www.hsbcnet.com/research. 

* HSBC Legal Entities are listed in the Disclaimer below. 
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Additional disclosures 
1 This report is dated as at 24 June 2011. 
2 All market data included in this report are dated as at close 23 June 2011, unless otherwise indicated in the report. 
3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of Research 
operate and have a management reporting line independent of HSBC's Investment Banking business. Information Barrier 
procedures are in place between the Investment Banking and Research businesses to ensure that any confidential and/or 
price sensitive information is handled in an appropriate manner. 

4 As of 31 May 2011, HSBC and/or its affiliates (including the funds, portfolios and investment clubs in securities managed 
by such entities) either, directly or indirectly, own or are involved in the acquisition, sale or intermediation of, 1% or more 
of the total capital of the subject companies securities in the market for the following Company(ies)  :  HCL 
TECHNOLOGIES 
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* Legal entities as at 04 March 2011 
‘UAE’ HSBC Bank Middle East Limited, Dubai; ‘HK’ The Hongkong and Shanghai Banking Corporation 
Limited, Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; ‘CA’ HSBC Securities (Canada) 
Inc, Toronto; HSBC Bank, Paris Branch; HSBC France; ‘DE’ HSBC Trinkaus & Burkhardt AG, Düsseldorf; 
000 HSBC Bank (RR), Moscow; ‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; 
‘JP’ HSBC Securities (Japan) Limited, Tokyo; ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC 
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Saudi Arabia Limited; The Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch 

Issuer of report 
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