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Stock data 

No. of shares : 489mn 
Market cap  : Rs.931bn 
52 week high/low : Rs.2,005/ Rs.1,091 
Avg. daily vol. (6mth) : 722,000 shares 
Bloomberg code : TCS IN 
Reuters code : TCS.BO 
 
Shareholding (%) Mar-06 QoQ chg 

Promoters : 83.7 (0.2) 
FIIs : 7.3 (0.5) 
MFs / UTI : 1.3 0.2 
Banks / FIs : 2.0 0.3 
Others : 5.8 0.2 
 

 

 VOLUMES GALORE 
TCS’ Q4FY06 results were marginally below our expectations (~2%). 
Merged/ acquired entities including TIL contributed 7.4% to 
consolidated sales, with 130 bps decline in OPM for consolidated 
entity (Q4FY06 v/s Q3FY06 after incl. TIL). Adjusting for tax write-
back & extra-ordinary charge, PAT growth would have been ~6.5% 
QoQ (including TIL). Standalone entity growth at ~around 6% QoQ in 
topline in Q4FY06 was driven by similar employee additions QoQ 
(6.1%) and robust blended volume growth at 8.2% QoQ with stable 
pricing.  

FY07 reflective of inorganic growth assimilation and volume 
momentum: Our estimates indicate topline and bottomline growth of 
34% and 31% respectively for FY07 post assimilation of TIL and other 
acquired entities. Organic growth would be led by large deals, 
enterprise solutions segment and better client transition rates. 
Operating profit growth would be lead by improvement in offshore 
share and better productivity gains from fixed-price contracts. 

Employee additions and salary hikes: TCS plans to add 30,500 
gross and 23,000 net employee additions with ~ 50% lateral 
recruitments. After adjusting for existing attrition rates of 9.9%, YoY 
increase in employee additions is targeted at 41.5%.  

In alignment with certain industry peers, TCS offshore salary hike has 
been 15% (v/s 11% last year) with onsite salary hike at 3-5%.  

Valuations and Recommendation: Given the prospects on large 
deals for offshore players, operating leverage for TCS via lower than 
peer offshore revenue share (41% incl. GDC share) and current 
valuations at 19.7x FY08E earnings, we are retaining our Sector 
Outperfomer rating on the company. 

Financial summary 
 
Y/E Mar 

PAT 
(Rs. mn) 

Consensus 
EPS* (Rs.)

EPS 
(Rs.)

Change
YoY (%)

P/E 
(x) 

Market Cap 
/Sales (x) 

EV/EBIDTA 
(x)

2005 20,522 - 42.7 27.0 44.5 9.6 37.2 

2006 28,968 - 59.2 38.6 32.1 7.0 26.6 

2007E - Consolidated# 37,899 75.6 77.5 30.8 24.6 5.2 20.0

2008E - Consolidated# 47,254 92.6 96.6 24.7 19.7 4.1 NA

Source: *Consensus broker estimates, Company, ENAM estimates, # - Consolidated numbers include Tata InfoTech & recent acquisitions; FY07 and FY08 
average INR / USD rate assumed at Rs44.48 and Rs43.4 respectively.  EV /EBITDA on standalone basis.  

In interest of timeliness, this report was not edited 
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USGAAP Q4FY06 Results  
 Quarter ended 12 months ended 

(Rs. mn) Mar-06 Mar-05 % Chg Dec-05 % Chg Mar-07E Mar-06 % Chg

Net Sales 37,328  25,846 44.4 34,527 8.1 177,931  132,550 34.2 
EBIDTA 9,276  6,809 36.2 9,029 2.7 44,138  34,202 29.1 
Other income 16  (414) - (154) - 318  257 23.6 
PBIDT 9,293  6,396 45.3 8,875 4.7 44,456  34,459 29.0 
Tax 896  834 7.4 1,319 (32.1) 6,446  4,984 29.3 
Adjusted PAT 8,397  5,561 51.0 7,556 11.1 38,010  29,475 29.0 
Minority Interest * 70  (116) - 51 - 150  296 - 
Extra ordinary income/ (exp.) 232  (230) - 3 - -  243 -
Reported PAT 8,094  5,447 48.6 7,502 7.9 37,899  28,968 30.8 
No. of shares (mn) 489  480 - 489 - 489  489 - 
EBIDTA margins (%) 24.9  26.3 - 26.2 - 24.8  25.8 - 
PBIDT margins (%) 24.9  24.7 - 25.7 - 25.0  26.0 - 
EPS - annualized (Rs.) 66.2  45.4 - 15.3 - 77.5  59.2 30.8 

Source: Company, ENAM Research, Note: * Minority Interest includes earnings from affiliates 

Revenue Analysis : TCS Standalone v/s Acquired Entities 
 (Rs.mn) Q4FY06 Q3FY06 QoQ Chg(%)

Consolidated Sales  37,328 34,527 8.1
TIL  1,800 1,881 -
Pearl  389 - -
FNS + Comicron  577 - -
Standalone  34,562 32,646 5.9
CMC  2,779 2,073 34.1
Standalone Revenues ex. CMC 31,783 30,573 4.0
TCS Standalone + Pearl  32,172 -  - 
Top Client  1,176  1,131  4.0 
Top 2-5 Clients  4,227  4,066  4.0 
Top 6-10 Clients  3,337  3,244  2.9 
Remaining Clients  23,043  22,132  4.1 
GE Business  3,274  3,302  (0.9)

Margins (in %)  
Gross Margins 45.3 46.2 (87.5)
OPM 24.9 26.2 (130.0)
NPM 22.3 21.8 47.0 
Source: Company, ENAM Research 

Client Quality 
(Nos.) Q4FY06 Q3FY06 Q2FY06 Q1FY06

No : of $ 1 mn clients 256 243 245 229
No : of $ 5 mn clients 96 87 84 79
No : of $ 10 mn clients 54 55 50 45
No : of $ 20 mn clients 31 29 28 26
No : of $ 50 mn clients 9 6 6 6

No. of active clients 748 766 759 671

New clients added 89 88 81 72

% of clients over $1mn 34.2 31.7 32.3 34.1

Source: Company, ENAM Research 
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Offshore Revenues Onsite Revenues 
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Source: Company, ENAM Research 

Employee Base 
(Nos.) Q4FY06 QoQ Chg (%) Q3FY06 Q2FY06 Q1FY06

Total employees (incl. CMC & WTI)  66,480 5.7  62,904  56,778   52,038 

Total employees (excl. CMC & WTI)  62,832 6.1  59,216  53,042   48,583 

Gross Addition (excl. Indian subs)  5,254 -  7,521  5,788   8,814 

Net Addition (excl. indian subs)  3,571 -  5,986  4,238   7,345 

Attrition rate  9.9 -  8.7  8.7   8.2 
Source: Company, ENAM Research  
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Source: Company, ENAM Research, Note: Numbers excludes impact of TIL 
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document 
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the 
securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 
companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an 
investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, 
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this 
statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment 
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient 
should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities 
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or 
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), 
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. The distribution of 
this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any 
such restrictions 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


