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Tata Consultancy Services (TCS) has the best organic growth 

prospects in IT sector with high-single to low double digit 

growth scenarios over FY19-20E. TCS has outperformed its 

global peers YTD. We believe it is well positioned to benefit 

from potential hikes in IT budgets, long-standing 

relationships with customers and strong investments in the 

business. Recent deal win momentum has been impressive, 

confirming its ability to win large cross-functional 

transformational digital deals. 

Tata Consultancy Services management has stated that 

clients were gradually embarking on core transformation 

and digital deals are scaling up. Within the IT sector, TCS 

has sufficient bandwidth, services, size and presence which 

is aiding company bucket mega-deals. These wins should 

ensure robust growth in FY19 in most of the verticals 

including retail, while BFSI is directionally improving. TCS 

management reiterated steady EBIT margin target band of 

26-28%, with incremental INR benefits likely to be reinvested 

in the business in the medium term. 

TCS management is optimistic to achieve double digit 

revenue growth in FY2019 on the back of healthy deal wins 

and deal closures in recent past, strong deal pipelines, 

traction for its digital offerings and anticipation of cross-

currency tailwinds. Further, the management believes that 

retail vertical would continue its growth momentum in FY19, 

given the recent spate of deals. Management has mentioned 

that the digital spend from clients is now maturing to 

integrated programs (digital + enterprise IT), a positive for 

TCS given its wide portfolio of capabilities. 

 

Investment rationale 

Shareholding Pattern     (%) 

  Mar-18 

Promoter 71.92 

Institution 23.60 

Public & Others 4.48 

Key Data 

Market Cap (bn) Rs.7203.5 / US$ 105.2 

Share in issue (mn) 3828.58 

Diluted share (mn) 3828.58 

3-mon avg. daily val (mn) Rs.7268.7 / US$ 106.1 

52 week range Rs.1900 / 1161.55 

Sensex/Nifty 35566 / 10772 

Rs./US$ 68.48 

Target: 1975  / 2010  

Bloomberg:  TCS IN 

Price performance 

Source: Bloomberg 

Source: Bloomberg 

Source: Company, JM Financial 

Source: Company, JM Financial 

EBIT margin 

QoQ constant currency revenue growth 
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TCS Buyback Details: TCS has approved a proposal to buy 

back shares for an aggregate amount not exceeding 

Rs.16,000 crore (same as last year). TCS will repurchase 

upto 7.6 crore of shares (1.99% of its equity) at Rs 

2,100/share (implying a 17.2% premium to June 14 

closing price), as part of its policy to pay out 80-100% of 

free cash flows each year.  

During the last buyback by TCS in H12017, there was a 

gap of c. 80 days between buyback approval by board and 

record date. 

Total Buyback: 76.19mn shares (1.99% of paid-up equity). 

Buyback Price: Rs.2,100/- share  

Shares reserved for the Retail Category (less than 2Lakh): 

11.43Mln Shares 

Number of Shares held under Retail category (less than 

100 shares) : ~33 Mln Shares 

Assuming approx. ~33 Mln shares are tendered under 

retail category the acceptance ratio will be around 34% 

(conservatively). However in the past buyback, number of 

shares tendered under the retail category has been less 

resulting into an much higher acceptance ratio (100% in 

last buyback). 

We believe strong payout (~100% of FCF) and higher-

margin IP/Digital revenue would be RoE accretive – key for 

re-rating.  

Key risks: slowdown in global growth, changes in visa 

regulations can affect IT budgets and/or spending 

 

Distribution of equity shareholding as on Mar 31, 

2018 

Number of shares 
Holding  

(shares) 

% age of 

capital (%) 

1 -100 32,951,792  0.86 

101 - 500 32,604,208  0.85 

501 - 1000 12,965,892  0.34 

1001 - 5000 22,156,310  0.58 

5001 - 10000 7,974,788  0.21 

10001-20000 9,583,016  0.25 

20001 - 30000 8,162,764  0.21 

30001 - 40000 7,400,868  0.19 

40001 - 50000 7,687,268  0.2 

50001 - 100000 33,153,286  0.87 

100001 - above 3,653,934,990  95.44 

Grand Total 3,828,575,182  100.00  

Buyback Details: 

Total Buyback  

(mln shares) 
76.19  

Amt. of Buyback  

(Rs. Cr.) 
 ~16,000  

% of paid-up Equity 1.99  

Reserved for Retail (%) 15.00  

Current Price (Rs.) 1,870.00  

Buyback Price (Rs.) 2,100.00  

Source: Company, JMFS Research  

Source: Company, JMFS Research  
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Over the last two years large cap Indian IT service companies have announced multiple share buybacks to 

return excess cash to shareholders 

Tender ratio = No. of shares tendered / Holding per buyback; Participation = No. of shares tendered / No. of shares reserved;  
Acceptance Ratio = No. of shares bought back / No of shares tendered 
Source: Company 

Company TCS TCS Wipro Wipro HCL Infosys 

Announcement Date 15-Jun-18 20-Feb-17 20-Apr-16 20-Jul-17 20-Mar-17 19-Aug-17 

Buyback Price Premium to last close 17.2% 18.3% 3.9% 19.0% 15.8% 24.6% 

% of share o/s bought back 2.0% 2.9% 1.6% 7.1% 2.5% 4.9% 

Small shareholders  

% holding 3.6% 3.2% 2.2% 2.1% 2.6% 6.3% 

Tendered ratio   6.6% 4.1% 51.0% 20.5% 20.9% 

Participation   49.8% 36.8% 100.7% 146.1% 179.1% 

Acceptance   100.0% 100.0% 99.0% 68.0% 6.0% 

General Shareholders 

Participation   253.0% 1799.0% 384.0% 766.0% 557.0% 

Acceptance   43.0% 6.0% 26.0% 13.0% 18.0% 

Promoter stake 

Pre-buyback 71.92% 73.31% 73.34% 73.18% 59.68% 12.75% 

Post-buyback   73.57% 73.26% 74.33% 59.88% 12.90% 

IT Services Companies: Recent Buyback Snapshot 
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Post  

Buyback 

Price (Rs.) 

Expected acceptance ratio 

25% 30% 35% 40% 45% 50% 55% 60% 65% 

1600 -7.7% -6.3% -5.2% -3.7% -2.3% -0.9% 0.2% 1.6% 3.0% 

1650 -5.7% -4.4% -3.4% -2.1% -0.9% 0.4% 1.4% 2.7% 3.9% 

1700 -3.7% -2.6% -1.7% -0.5% 0.6% 1.7% 2.6% 3.7% 4.9% 

1750 -1.7% -0.7% 0.1% 1.1% 2.1% 3.0% 3.8% 4.8% 5.8% 

1800 0.3% 1.2% 1.8% 2.7% 3.5% 4.4% 5.0% 5.9% 6.7% 

1850 2.3% 3.0% 3.6% 4.3% 5.0% 5.7% 6.2% 7.0% 7.7% 

1900 4.3% 4.9% 5.3% 5.9% 6.4% 7.0% 7.5% 8.0% 8.6% 

1950 6.3% 6.7% 7.1% 7.5% 7.9% 8.3% 8.7% 9.1% 9.5% 

2000 8.3% 8.6% 8.8% 9.1% 9.4% 9.7% 9.9% 10.2% 10.4% 

2050 10.3% 10.4% 10.6% 10.7% 10.8% 11.0% 11.1% 11.2% 11.4% 

2100 12.3% 12.3% 12.3% 12.3% 12.3% 12.3% 12.3% 12.3% 12.3% 

2150 14.3% 14.2% 14.0% 13.9% 13.8% 13.6% 13.5% 13.4% 13.2% 

2200 16.3% 16.0% 15.8% 15.5% 15.2% 14.9% 14.7% 14.4% 14.2% 

We present the following post-buyback scenario’s 

Buyback Scenario analysis:  

Total Buyback shares : 76.19mn 

shares (1.99% of paid-up equity). 

 

Buyback Price: Rs.2,100/share  

 

Shares Reserved for the Retail 

Category (less than 2 Lakh): 

11.43Mln Shares 

 

Assuming approx. ~33 Mln 

shares are tendered under retail 

category the acceptance ratio will 

be around 34% (conservatively). 

However in the past buyback, 

number of shares tendered 

under the retail category has 

been less resulting into an much 

higher acceptance ratio (100% in 

last buyback). 

 

Assumptions:  

Current Price: Rs. 1,870/- 

No. of shares bought: 95 

Total value: Rs. 1,77,650/- 

 

Source: Company, JMFS Research  
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Revenue by Industry practice 

QoQ USD Revenue Growth Trajectory 

Source: Company 

Revenue by Geography 

Cash conversion 

Source: Company, JM Financial 

Source: Company Source: Company 
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Banking Fin. 

Services and 

Ins., 39.3% 

Comm, 

Media and 

Tech, 17.2% 

Retail & 

Cons. 

business, 

17.1% 

Mfg., 10.9% 

Others, 

15.5% 

Americas, 

53.7% 

Europe, 

27.7% 

India, 6.4% 

Others, 

12.2% 
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Source: Company, JM Financial 

Source: Company, JM Financial 
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Source: Company, JM Financial 

Source: Company, JM Financial 
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Disclosure: 

Research Analyst(s) Certification 

  

The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that: 

All of the views expressed in this research report accurately reflect his or her or their personal views about all the issuers and their securities; and 

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report. 

  
  

Important Disclosures 

  

This research report has been prepared by JM Financial Services Limited (“JMFS”) to provide information about the company(ies) and sector(s), if any, covered in the report and may be distributed by it 

and/or its associates solely for the purpose of information of the select recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without 

the prior written consent of JMFS. This report has been prepared independent of the companies covered herein.  

 

JMFS is registered with the Securities and Exchange Board of India (SEBI) as a a Stock Broker having trading memberships of BSE Ltd., National Stock Exchange of India Ltd. and Metropolitan Stock 

Exchange of India Ltd. (Formally known as MCX Stock Exchange Ltd). It is also registered with SEBI as a Portfolio Manager and as a Depository Participant. No material disciplinary action has been taken 

by SEBI against JMFS in the past two financial years which may impact the investment decision making of the investor.  

 

JMFS is the dedicated financial services arm of the JM Financial Group catering to the investment needs of Corporates, High Net-worth and Retail Investors. It has a comprehensive team of Relationship 

Managers, Product Specialists, and Research Analysts for providing comprehensive brokerage, wealth management and investment advisory services to institutions, banks, corporates and high net-worth 

individuals. It offers a wide range of investment options such as Equity, Derivatives, Portfolio Management Services, Mutual Funds Distribution and IPOs to its clients. JMFS and/or its associates might have 

provided or may provide services in respect of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the 

company(ies) covered herein. JMFS and/or its associates might have received during the past twelve months or may receive compensation from the company(ies) mentioned in this report for rendering any 

of the above services.  

  

JMFS and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the 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) covered under this report or (c) act as an 

advisor or lender/borrower to, or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JMFS is engaged in, it may have potential conflict of interest at 

the time of publication of this report on the subject company(ies). 

 

Neither JMFS nor its associates or the Research Analyst(s) named in this report or his/her relatives individually owns  one per cent or more securities of the company(ies) covered under this report, at the 

relevant date as specified in the SEBI (Research Analysts) Regulations, 2014. 

  

Research Analysts or their relatives; (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the company(ies) covered under this 

report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time of publication of this report. Research Analyst(s) are not serving as an officer, 

director or employee of the company(ies) covered under this report. 

 

In rendering the information in this report, JMFS assumed and has relied upon, without independent verification, the accuracy and completeness of all information that was publicly available to it. The 

information has been obtained from the sources it believes to be reliable as to the accuracy or completeness. JMFS has not conducted the company (ies) visit for preparing this report. While reasonable care 

has been taken in the preparation of this report and the information is given in good faith, it does not purport to be a complete description of the securities, markets or developments referred to herein, and 

JMFS does not represent or warrant its accuracy or completeness. JMFS may 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 report is only intended for the selected recipients.  This report is provided for information purpose only and is not an investment advice and must not alone be taken as the basis 

for an investment decision. The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. Past performance is not necessarily indicative of 

future returns. 

 

Trading recommendations based on quantitative analysis are based on index/stock’s momentum, price movement, trading volume and other volatility parameters, as opposed to study of macro economic 

scenario and a company’s fundamentals. The trading calls and/or contents of this document are not made with regard to the specific investment objectives, financial situation or the particular needs of any 

particular person.  We expressly disclaim any liability and responsibility for any losses arising from any uses to which this communications is out and for any errors or omissions in this communications. 

 

http://www.jmfinancial.in/
http://www.jmfinancial.in/
http://www.jmfinancial.in/
http://www.jmfinancial.in/
http://www.jmfinancial.in/
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The user assumes the entire risk of any use made of this information. The information contained herein may be changed without notice and JMFS reserves the right to make modifications and alterations to 

this statement as they may deem fit from time to time. This report is relevant as on the date of its issuance or the period specified, if any, in the report and the same may not be relevant thereafter. Hence, the 

recipient should not use the content of the report after the date of the report or the period specified, if any, in the report. 

 

Securities Investments are subject to market risk, economic risk, interest rate risks, credit risks, political and geopolitical risks, currency risks, country risks and risks arising from changing business dynamics. 

The performance of company(ies) covered herein may be adversely affected by numerous factors including, for example, (i) business, economic, and political conditions; (ii) the supply of and demand for the 

goods and services produced, provided, or sold by such companies; (iii) changes and advances in technology that may, among other things, render goods and services sold by the such companies obsolete; 

and (iv) actual and potential competition from other companies, whether in India or abroad. (v) Certain companies may need substantial additional capital to support growth or to achieve or maintain a 

competitive position. Such capital may not be available on attractive terms or at all. (vi) adverse news about the company/sector, (vii) poor results of the company (ix) unforeseen force majeure events like 

war, hostilities, revolution, riots, civil commotion, strikes, lockouts, epidemic, fire, explosion, flood, earthquake, act of God, any act of Government or any such other cause. Hence, there is no assurance, 

insurance or guarantee that the forecast, recommendation, opinion, etc. given about the securities/companies in the report will be achieved. 

 

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction. 

  

This report is not directed or intended for distribution to, or use by any person or entity who is a citizen or resident outside India. Further, 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 JMFS and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions 

or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of and to observe such restrictions. 

 

Additional disclosure only for U.S. persons: This research report is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research 

report and are not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JMFS. This research report is a 

product of JMFS  which is the employer of the research analyst(s) solely responsible for its content. The research analyst(s) preparing this research report is/are resident outside the United States and are 

not associated persons or employees of any U.S. registered broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory 

licensing requirements of FINRA and may not be subject to the Rule 2711 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst 

account. 

  

Additional disclosure only for U.K. persons: Neither JMFS nor any of its affiliates is authorised in the United Kingdom (U.K.) by the Financial Conduct Authority. As a result, this report is for distribution 

only to persons who (i) have professional experience in matters relating to investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as 

amended, the "Financial Promotion Order"), (ii) are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (iii) are 

outside the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets Act 2000) in 

connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such persons together being referred to as "relevant persons"). This 

report is directed only at relevant persons and must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to 

relevant persons and will be engaged in only with relevant persons. 
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