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Tech Mahindra

Transformation journey enters final phase

Tech Mahindra (TechM) initiated a comprehensive three-year strategy six quarters ago,
outlining a well-defined roadmap to achieve revenue growth surpassing industry peers
by FY27E, alongside targeting a margin recovery to ~15%. The company is now midway
through this transformation journey and entering its last leg. It is aspiring to reach
industry growth rate by FY27E, supported by investment in key markets, high-growth
service lines (like Consulting, Data & AI, and Engineering Services), and account
mining (>USD 20 mn accounts). Furthermore, net-new TCV have increased by 57% YoY
on an LTM basis, with a strategic focus on securing large deals that will drive long-term
profitability and boost growth. Margin expansion has been remarkable, supported by
operational rigor and cost savings delivered through Project Fortius. Starting at an exit
margin of ~7.5% in FY24, the company has expanded margins in the past six quarters and
is well-positioned to achieve the 15% EBIT margin target by FY27E. The margin
expansion has been achieved through disciplined pricing, focus on higher-margin
service lines, and productivity gains. The company is advancing its Al strategy by
introducing TechM Orion, an agentic Al platform powered by Nvidia’s accelerated
computing capabilities and building indigenous large language models (LLM). Al is
central to driving productivity, transformation, and innovation, and contributing to an
enhanced TCV and deal pipeline.

While TechM seeks to retain its market position in the largest communications vertical
during a difficult period for the industry, revenue growth is being driven by prioritized,
faster-expanding verticals such as BFSI, Retail, Logistics & Transport, and Healthcare.
TechM is midway through its transformation plan, with growth expected to accelerate
in FY27E, driven by improving macro conditions. The possible finalization of a trade
deal should unlock discretionary spend, which along with a stable revenue base and
robust TCV, will support growth. FY27E growth is expected to significantly exceed FY26
levels and is steadily advancing toward its target of a 15% EBIT margin by FY27E-end.
We have factored in growth recovery in FY27E with USD growth rate of +1.9/7.1/7.4% for
FY26/27/28E (implying CQGR of +1.2/2.1/1.5%) and EBITM margin of 12.4/14.1/14.8% for
FY26/27/28E. TECHM is trading at 20x FY27E (vs. 5Y average at 21x). We upgrade our EPS
estimates upward by ~3%, led by margin improvement. We upgrade TechM to ADD (vs
Reduce earlier) with a revised TP of INR 1,700 based on 20x Dec-27E EPS (18x earlier).

Strategic roadmap to drive growth: TechM is currently executing a well laid out three-year
turnaround strategy, targeting to complete the transformation by FY27E. The
transformation roadmap is founded on three core principles: focus/revenue; operational
rigor/margins; and building the organization for the future. TechM aims to achieve
sustainable, profitable growth that outpaces the industry average. Despite facing
headwinds in organic growth and margins, it is midway through its stabilization phase
and has demonstrated resilience amidst broader macroeconomic challenges. It is aspiring
for ~1.3x revenue growth over FY20-27E, which implies a ~4.8% USD revenue CAGR over
FY25-27E and ~7-8% growth for FY27E vs the much lower ~2% in FY26E. The company
continues to lead in key verticals like Telecom and Manufacturing, with a 57% YoY rise in
large deal wins (TTM), strongly boosting its growth momentum. We expect INR revenue
and EPS CAGR of +7.6/21% over FY25-28E.

Operational rigor and margin expansion: TechM is firmly on the margin expansion path,
as evidenced through six consecutive quarter improvement in EBIT margins (from 8.5% in
Q1FY25 to 12.1% in Q2FY26). This was driven by initiatives like Project Fortius for cost
savings, productivity gains, and a focus on high-margin service lines. The target is to
achieve an exit EBIT margin of 15% by FY27E. Key margin drivers ahead include fixed
price project productivity, portfolio integration, SG&A optimization, and value-based
pricing. Concurrently, TechM is building for the future with a stable and well-aligned
leadership team, a strong focus on talent development and future-skilling, and a policy of
returning over 85% of its free cash flow to shareholders, underscoring its commitment to
capital discipline and shareholder value.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters
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Strong Al foundation: A central pillar of TechM's strategy is its investment in AL The company
has built a solid AI foundation by developing its own LLM and launching a comprehensive
GenAl studio. TechM has been rated an emerging leader in the Gartner GenAlI Services Magic
Quadrant, where it earned the top global rating for future vision in Al services and partnered
with NVIDIA to deliver Agentic Al Innovation to customers. The company is building specific
capabilities, such as industrial Al at scale for manufacturing clients, and has also launched an Al
model supporting 38 Indian languages and dialects. The company is ready to introduce its new
pricing model, which is based on tokens and is expected to be beneficial in the long run. It also
plans to invest in Al-led delivery efficiency for sustained margin expansion.

Financial Summary

YE March (INR bn) FY23 FY24 FY25 FY26E FY27E FY28E
Revenue (USD mn) 6,606 6,277 6,264 6,394 6,875 7,415
Net Sales 532.90 519.96 529.88 558.95 604.97 659.97
EBIT 60.72 31.47 51.38 69.44 87.35 99.76
APAT 50.10 26.98 43.76 52.70 68.08 77.76
Diluted EPS (INR) 56.6 30.5 49.4 59.5 76.8 87.8
P/E (x) 25.4 45.7 30.1 24.5 19.0 16.6
EV /EBITDA (x) 15.4 24.8 17.5 13.8 11.2 9.8
RoE (%) 18.3 9.9 16.2 18.9 23.1 24.6

Source: Company, HSIE Research

Exhibit 1: TECHM's Revenue growth aspiration

ASPIRATION

Turmaround to be completed by FY27

Long-term aspiration is to drive profitable and sustainable growth higher than peer average

GROWTH VECTORS

Growth Strategy ., Operations Strategy Organization Strategy

~1.3x Growth in Revenue during FY20 to FY27

Source: Mahindra Group Investor Day 2025

Exhibit 2: TECHM’s FY27 Goals

Revenue Capital

Growth Return

Topline growth > Peer

average

> 85% of FCF

Source: Mahindra Group Investor Day 2025
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Exhibit 3: TECHM'’s 3-year roadmap

Stabilization Phase Underway

..
Stabilization Phase
Continue above

normal investments

Full integration of
portfolio companies

Project Fortius —
further progress on
cost savings

Source: Mahindra Group Investor Day 2025

Exhibit 4: TECHM's growth strategy

Growth Strategy
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Source: Mahindra Group Investor Day 2025

Exhibit 5: TECHM'’s Al Strategy

Al Delivered Right

One of the first Sis to launch Productivity
‘Comprehensive platform for

Agali:N development-TechM
‘lw 2025 Transformation » Tech Mahindra named Emerging Leader in Gariner® GenAl Services Magic Quadrant

Tech Mahindra Al
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Tech Mahindra and NVIDIA to deliver Agentic Al Innovation to customers
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Studio-Apr 2023 Tech Mahindra launches Al medel in 28 Indian languages and dialects
DELIVERED
RIGHT

Source: Mahindra Group Investor Day 2025
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Exhibit 6: Improving Deal trajectory & Book-to-bill Exhibit 7: Focusing on organic growth revival
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Exhibit 8: Revenue growth vs peers (YoY CC %) Exhibit 9: Growth in > USD 20 million clients
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Exhibit 10: Vertical-wise 8-quarter CQGR (as of Q2FY26)
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Source: Company, HSIE Research
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Exhibit 11: Telecom vertical growth YoY (as of Q2FY26)
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Exhibit 12: EBITM trend & differential vs. Tier-1 aggregate — expected to converge towards long term differential
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Exhibit 13: Segmental EBITDA margin trend
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Exhibit 14: Quarterly EBIT Margin trend

20.0% -
15.0% -
10.0% -
5.0% -
0.0%
(o] (o] (o] (o] [3p] [3p] [ag] [ag] = = = = [Tq] [Tq] [Tq] Loy ] ]
(%] (%] (%] (%] (%] (%] (%] (%] (2] (2] (2] (2] (%] (%] (%] (%] (%] (%]
S EEELEELLEECEEELEEGEE
998999829568385883838°¢8
Source: Company, HSIE Research
xhibit 15: as % of revenue (as o xhibit 16: o tren
Exhibit 15: SG&A as % of ( f Q2FY26) Exhibit 16: TECHM SG&A % trend
16.0% | 14.4% . 165% - 16.1%
14.0% 13.2% 13.7% 16.0% - 15.5%
) 15.5% -
12.0% 15.0% -
10.0% 14.5% -
, 14.0% -
8.0% 135%
6.0% 13.0% -
12.5% -
. 0
4.0% 12.0% -
2.0% 11.5%
NN LL0L8R8
0% SR LLEEEELELGEAGELE
TCS  INFO  WPRO  LTM  TECHM 99899982556356888568
Source: Company, HSIE Research Source: Company, HSIE Research
Exhibit 17: Sub-contracting % comparison with peers Exhibit 18: Employee expense comparison with peers
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Exhibit 19: Recent leadership addition
Shyam Arora Chief Technology Officer Joined in May 2025 (Former Standard Chartered)
Amol Phadke Chief Transformation Officer Joined in Jun 2025 (Former Telenor/Google)

Source: Company, LinkedIn, HSIE Research
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Exhibit 20: Change in estimates

FY26E o FY27E o FY28E FY28E Change
YE March (INR bn) FY26E Old Revised Change % FY27E Old Revised Change % old Revised %
Revenue (USD mn) 6,381 6,394 0.2 6,832 6,875 0.6 7,337 7,415 1.1
Revenue 557.75 558.95 0.2 601.24 604.97 0.6 653.03 659.97 1.1
EBIT 69.29 69.44 0.2 84.66 87.35 3.2 96.70 99.76 3.2
EBIT margin (%) 124 124 Obps 141 14.4 36bps 14.8 15.1 31bps
APAT 52.58 52.70 0.2 66.09 68.08 3.0 75.50 77.76 3.0
EPS (INR) 59.3 59.5 0.2 74.6 76.8 3.0 85.2 87.8 3.0
Source: Company, HSIE Research
Exhibit 21: TECHM P/E (1-yr fwd) Trend Exhibit 22: TECHM trading near the NSEIT index
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Exhibit 23: FY27E consensus earnings trending down Exhibit 24: Valuation vs larger peers
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Financials

Consolidated Income Statement

YE March (INR bn) FY24 FY25 FY26E FY27E FY28E
Net Revenues (USD mn) 6,277 6,264 6,394 6,875 7,415
Growth (%) (5.0) 0.2) 2.1 7.5 7.9
Net Revenues 519.96 529.88 558.95 604.97 659.97
Growth (%) 2.4) 1.9 5.5 8.2 9.1
Employee Costs 291.28 296.24 308.38 332.30 360.40
SG&A & Other Expenses 179.03 163.73 162.24 164.81 177.54
EBITDA 49.65 69.91 88.33 107.86 122.03
Depreciation 18.17 18.53 18.89 20.51 22.27
EBIT 31.47 51.38 69.44 87.35 99.76
EBIT (%) 6.1 9.7 12.4 14.4 15.1
EBIT Growth (%) (48.2) 63.3 35.1 25.8 14.2
Other Income 4.59 12.78 6.12 7.81 8.54
Interest 3.92 3.22 311 3.16 3.22
PBT 32.14 60.95 72.45 92.01 105.08
Tax (incl deferred) 8.28 14.00 19.78 23.92 27.32
Minority Interest and associate profit 0.29 -0.07 -0.02 0.00 0.00
RPAT 23.58 47.02 52.70 68.08 77.76
Extraordinary item -4.58 423 0.00 0.00 0.00
APAT 26.98 43.76 52.70 68.08 77.76
APAT Growth (%) (46.1) 62.2 20.4 29.2 14.2
EPS 30.5 49.4 59.5 76.8 87.8
EPS Growth (%) (46.1) 62.2 20.4 29.2 14.2

Source: Company, HSIE Research

Consolidated Balance Sheet

YE March (INR bn) FY24 FY25 FY26E FY27E FY28E
SOURCES OF FUNDS

Share Capital - Equity 441 4.42 4.42 442 4.42
Reserves 262.28 269.19 279.73 300.16 323.48
Total Shareholders' Funds 266.69 273.62 284.15 304.58 327.91
Minority Interest 4.77 430 430 4.30 4.30
Total Debt 15.31 4.71 4.71 4.71 4.71
Net Deferred Taxes -14.40 -18.57 -20.06 -21.66 -23.40
Long Term Provisions & Others 35.58 40.29 43.09 46.16 49.55
TOTAL SOURCES OF FUNDS 307.96 304.35 316.20 338.10 363.08
APPLICATION OF FUNDS

Net Block 63.92 62.82 63.50 64.16 64.99
CWIP 1.33 0.21 0.21 0.21 0.21
Goodwill & Other Intangible Assets 75.11 76.99 76.99 76.99 76.99
LT Loans & Advances 32.96 36.04 39.49 43.27 47.41
Total Non-Current Assets 173.32 176.06 180.18 184.63 189.60
Inventories 0.38 0.39 0.39 0.39 0.39
Debtors 114.01 115.47 122.51 132.60 144.65
Cash & Equivalents 79.73 77.24 77.81 86.45 96.73
Other Current Assets 44.72 46.58 51.29 56.34 61.93
Total Current Assets 238.84 239.69 252.01 275.79 303.71
Creditors 37.85 44.11 45.13 47.67 51.58
Other Current Liabilities & Provns 74.03 77.92 82.45 87.28 92.41
Total Current Liabilities 111.88 122.03 127.58 134.95 144.00
Net Current Assets 126.96 117.66 124.43 140.84 159.71
Misc & Others 7.68 10.63 11.58 12.63 13.76
TOTAL APPLICATION OF FUNDS 307.96 304.35 316.20 338.10 363.08

Source: Company, HSIE Research
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Consolidated Cash Flow
YE March (INR bn) FY24 FY25 FY26E FY27E FY28E
Reported PBT 36.72 56.72 72.45 92.01 105.08
Non-operating & EO items 443 (4.25) (6.09) (7.81) (8.54)
Interest expenses 3.92 3.22 3.11 3.16 3.22
Depreciation 18.17 18.53 18.89 20.51 22.27
Working Capital Change 12.99 (2.70) (9.30) (11.12) (12.22)
Tax paid (12.47) (14.00) (19.78) (23.92) (27.32)
OPERATING CASH FLOW 63.76 57.51 59.28 72.82 82.49
Capex (14.87) (18.19) (19.56) (21.17) (23.10)
Free cash flow (FCF) 48.90 39.32 39.72 51.64 59.39
Non-operating income (4.43) 8.55 6.12 7.81 8.54
INVESTING CASH FLOW (19.30) (9.63) (13.45) (13.36) (14.55)
Debt Issuance (0.69) (1.03) - - -
Interest expenses (3.92) (3.22) (3.11) (3.16) (3.22)
FCFE 44.29 35.08 36.61 48.49 56.17
Share capital Issuance 0.24 0.01 - - -
Dividend (41.36) (46.64) (42.16) (47.66) (54.43)
FINANCING CASH FLOW (45.73) (50.87) (45.26) (50.82) (57.65)
NET CASH FLOW (a+b+c) (1.26) (3.00) 0.57 8.64 10.28
Closing Cash & Equivalents 79.73 77.24 77.81 86.45 96.73
Source: Company, HSIE Research
Key Ratios

FY24 FY25 FY26E FY27E FY28E
PROFITABILITY (%)
EBIT Margin 6.1 9.7 12.4 144 15.1
APAT Margin 5.5 8.1 9.4 11.3 11.8
RoE 9.9 16.2 18.9 23.1 24.6
RolC or Core RoCE 10.1 17.0 21.7 26.4 28.5
RoCE 9.4 15.1 17.7 21.5 22.9
EFFICIENCY
Tax Rate (%) 225 24.7 27.3 26.0 26.0
Fixed Asset Turnover (x) 25 2.3 2.3 2.3 2.3
Debtors (days) 80 80 80 80 80
Other current assets (days) 31 32 33 34 34
Payables (days) 29 35 65 35 35
Other current liabilities (days) 52 54 54 53 51
Cash Conversion Cycle (days) 30 23 25 27 28
Net Debt/EBITDA (x) (1.9) (1.4) (1.0 (0.9) (0.9)
Net Debt/Equity (x) 0.2) (0.3) 0.2) 0.3) 0.3)
Interest Coverage (x) 8.0 16.0 224 27.7 31.0
PER SHARE DATA
EPS (INR/sh) 30.5 49.4 59.5 76.8 87.8
CEPS (INR/sh) 47 74 81 100 113
DPS (INR/sh) 40 45 48 54 61
BV (INR/sh) 302 310 322 345 372
VALUATION
P/E 45.7 30.1 24.5 19.0 16.6
P/BV 48 47 45 42 3.9
EV/EBITDA 248 17.5 13.8 11.2 9.8
OCF/EV (%) 5.2 47 4.9 6.0 6.9
FCF/EV (%) 4.0 3.2 3.3 43 49
FCFE/mkt cap (%) 3.4 2.7 2.8 3.8 4.4
Dividend Yield (%) 2.7 3.1 3.3 3.7 42
Source: Company, HSIE Research
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investigations as they deem necessary to arrive at an independent evaluation of an investment in securities of the companies
referred to in this document (including merits and risks) and should consult their own advisors to determine merits and
risks of such investment. The information and opinions contained herein have been compiled or arrived at, based upon
information obtained in good faith from sources believed to be reliable. Such information has not been independently
verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or
correctness. All such information and opinions are subject to change without notice. Descriptions of any company or
companies or their securities mentioned herein are not intended to be complete. HSL is not obliged to update this report for
such changes. HSL has the right to make changes and modifications at any time.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same
should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have
an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such as ADRs,
the values of which are influenced by foreign currencies effectively assume currency risk. It should not be considered to be
taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or other
financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL. HSL may
from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail and/or its
attachments.

HSL and its affiliated company(ies), 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) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential
conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to, fluctuation
in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the dividend or
income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from
time to time or may deal in other securities of the companies / organizations described in this report. As regards the associates
of HSL please refer the website.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have
been mandated by the subject company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period
preceding twelve months from the date of this report for services in respect of managing or co-managing public offerings,
corporate finance, investment banking or merchant banking, brokerage services or other advisory service in a merger or
specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third
party in connection with preparation of the research report. Accordingly, neither HSL nor Research Analysts have any
material conflict of interest at the time of publication of this report. Compensation of our Research Analysts is not based on
any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports
that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as
an officer, director or employee of the subject company. We have not received any compensation/benefits from the subject
company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.

HDEC securities Limited, I Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp.
Crompton Greaves, Kanjurmarg (East), Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066

Compliance Officer: Murli V Karkera Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

For grievance redressal contact Customer Care Team Email: customercare@hdfcsec.com Phone: (022) 3901 9400

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg.
No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

HDEFC Securities

Institutional Equities

Unit No. 1602, 16th Floor, Tower A, Peninsula Business Park,
Senapati Bapat Marg, Lower Parel, Mumbai - 400 013

Board: +91-22-6171-7330 www.hdfcsec.com
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