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TCS announced a large deal of Total Contract Value USD2.2bn over 15 

years from UK’s Friends Life, a provider of pensions, investments and 

insurance.  The agreement is effective March 2012 and involves taking 

over 1,900 employees. While the annual revenue from the deal is about 

USD 150mn and TCS already has 12 clients billing over USD 100mn p.a., 

the deal is significant as the duration suggests the ability of TCS to win 

mega contracts. Also, the capability to administer 3.2mn policies on its 

platform acts as a good reference for TCS. It remains one of our preferred 

picks in the sector due to its positioning as a primary offshore vendor 

given the diverse services offering and wide geographical presence.  

 

Key highlights of the deal 

• Administration of 3.2mn policies  

• Automatic transfer of 1,900 employees of Friends Life onto TCS’ rolls with some 

employment guarantees 

• Total contract value of USD 2.2bn over 15 years 

• Sales cycle of over eight months to win the deal 

• Competition from the likes of Capita 

• To provide policy administration, IT infrastructure and IT services 

• Revenues to be recognized from March 2012 

 

The deal is likely to be margin dilutive in the initial period due to the cost of 1,900 

employees in UK. But over a period, as TCS transitions services on its platform, it would 

be able to shift work offshore and deploy the onsite resources in various other projects. 

Overall, the deal highlights the ability of TCS to continue to win mega deals (over 

USD1bn TCV) like A C Nielsen (USD1.2bn over 10 years in October 2007), Citi BPO (USD 

2.5bn over 9.5 years in October 2008). At 18.4x FY13E earnings, it remains one of our 

preferred picks in the sector.  We reiterate ‘BUY/SO’ recommendation on the stock. 
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MARKET DATA (R: TCS. BO, B: TCS IN) 

CMP : INR 1,123 

Target Price : INR 1,210 

52-week range (INR) : 1,247 / 902 

Share in issue (mn) : 1,957.2 

M cap (INR bn/USD mn) : 2,197 / 43,097 

Avg. Daily Vol. BSE/NSE (‘000) : 1,864.0 
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* Promoters pledged shares : 4.3 

    (% of share in issue) 

PRICE PERFORMANCE (%) 

 Stock Nifty EW Technology 

   Index 

1 month 5.7 10.7 8.5 

3 months 0.6 (0.9) (1.3) 

12 months 4.0 (15.9) (0.3) 

 

EDELWEISS 4D RATING 

FLASH

FLASH NOTE 

Promoters*

74.1%

MFs, FIs & 

Banks

8.1%

FIIs

12.8%

Others

5.0%

Financials

Year to March FY10 FY11 FY12E FY13E

Revenues (INR mn) 300,289       373,245       483,043       569,469     

Rev. growth (%) 8.0               24.3             29.4             17.9           

EBITDA (INR mn) 86,800         111,984       140,102       158,291     

Net profit (INR mn) 68,738         87,164         104,538       119,389     

Shares outstanding (mn) 1,957           1,957           1,957           1,957          

Diluted EPS (INR) 35.1             44.5             53.4             61.0            

EPS growth (%) 32.9             26.8             19.9             14.2           

Diluted P/E (x) 32.0             25.2             21.0             18.4            

EV/EBITDA (x) 24.9             19.2             15.1             13.0            

ROAE (%) 37.6             37.6             36.0             32.5            
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Edelweiss Securities Limited, Edelweiss House, off C.S.T. Road, Kalina, Mumbai – 400 098. 

Board: (91-22) 4009 4400, Email: research@edelcap.com 
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This document has been prepared by Edelweiss Securities Limited (Edelweiss). Edelweiss, its holding company and associate companies are a full service, integrated investment banking, 

portfolio management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. This document does not constitute an 

offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. The information contained herein is from publicly available data or 

other sources believed to be reliable, but we do not represent that it is accurate or complete and it should not be relied on as such. Edelweiss or any of its affiliates/ group companies shall 

not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. 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. The user assumes the entire risk of any use made of this information. Each 

recipient of this document should make such investigation 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 his own advisors to determine the merits and risks of such investment. The investment discussed or views expressed 

may not be suitable for all investors. We and our affiliates, group companies, officers, directors, and employees 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 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. This information is strictly 

confidential and is being furnished to you solely for your information. This information should not be reproduced or redistributed or passed on directly or indirectly in any form to any other 

person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or 

located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Edelweiss and 

affiliates/ group companies to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted by law, and 

persons in whose possession this document comes, should inform themselves about and observe, any such restrictions. The information given in this document is as of the date of this report 

and there can be no assurance that future results or events will be consistent with this information. This information is subject to change without any prior notice. Edelweiss reserves the 

right to make modifications and alterations to this statement as may be required from time to time. However, Edelweiss is under no obligation to update or keep the information current. 

Nevertheless, Edelweiss is committed to providing independent and transparent recommendation to its client and would be happy to provide any information in response to specific client 

queries. Neither Edelweiss nor any of its affiliates, group companies, directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 

consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. Past performance is not necessarily a guide to future performance. 

The disclosures of interest statements incorporated in this document are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in 

the report. Edelweiss Securities Limited generally prohibits its analysts, persons reporting to analysts and their family members from maintaining a financial interest in the securities or 

derivatives of any companies that the analysts cover. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the 

subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views 

expressed in this report. Analyst holding in the stock: no. 

 

For recipients in the United States:  This report was prepared by Edelweiss Securities, which is not a FINRA member nor a broker-dealer registered with the SEC.  US persons receiving this 

research and wishing to effect any transactions in any security discussed in the report should contact an SEC-registered broker-dealer. In order to conduct business with Institutional Investors 

based in the U.S., Edelweiss Securities has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo"). 

Copyright 2009 Edelweiss Research (Edelweiss Securities Ltd). All rights reserved 

 

Access the entire repository of Edelweiss Research on www.edelresearch.com 


