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Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam 
nonummy nibh euismod tincidunt ut laoreet dolore magna aliquam 
erat volutpat. Ut wisi enim ad minim veniam, quis nostrud exerci 
tation ullamcorper suscipit lobortis nisl ut aliquip ex ea commodo 
consequat. Duis autem vel eum iriure dolor in hendrerit in vulputate 
velit esse molestie consequat, vel illum dolore eu feugiat nulla  

 
 Lorem ipsum dolor sit amet, consectetuer adipiscing elit, sed diam nonummy nibh 

euismod tincidunt ut laoreet dolore magna aliquam erat volutpat. Ut wisi enim  

Tata Consultancy Services Ltd.   

Buyback Offer Update 
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nder Dates: 
Tata Consultancy Services Ltd. (TCS) has announced the buyback tender offer dates from 9th March to 23rd March 2022. The buyback will be at Rs 4,500 per share for 400 lakh shares 
entailing total outgo of Rs 18,000cr.  We had earlier issued an opportunity note (reproduced below). Now as the company has issued the offer letter, we are updating the note.  
 
Schedule of activities: 

Buyback opens on March 9, 2022 

Buyback Closes on March 23, 2022 

Last date of settlement of bids on the Stock Exchanges April 1, 2022 

Small shareholder quota: 
As defined in the Buyback Regulations, Small Shareholder includes a shareholder, who holds shares whose market value, on the basis of closing price on the recognized stock exchange 
registering the highest trading volume, as on Record Date, is not more than Two Lakh Rupees. As on the Record Date, the closing price on the NSE was Rs 3,563.8. Accordingly all 
Shareholders holding not more than 56 Equity Shares as on the Record Date are classified as ‘Small Shareholders’ for the purpose of the Buyback. 
 
Based on the above definition, there are 21.11 lakh Small Shareholders of the Company with aggregate shareholding of 410.51 lakh Equity Shares as on the Record Date, which 
constitutes 1.11% of the outstanding number of Equity Shares of the Company.  

 
Fifteen percent of the number of Equity Shares which the Company proposes to Buyback i.e. 15% of 400 lakh Equity Shares which is 60 lakh Equity Shares are reserved for small 
shareholders. The entitlement ratio for small shareholders is 1 shares out of 7 shares held as on the record date which works out to 14.3%. It means that if all the small shareholders 
tender their full shares in the offer then only 14.3% of the shares would be accepted. In the 2020 TCS Buyback offer only 163364 small shareholders had offered their shares in buyback 
out of 801794 shareholders entitled. However then the difference in the buyback price and market price was small whereas now the difference is almost Rs.1000 or ~30%.  
 
The General Category shall consist of 340 lakh Equity Shares. In the general category, the entitlement ratio works out to 1 out of 108 shares (0.9%). Here again in 2020 buyback, as 
against the entitlement ratio of 1.2%, 33.7% of shares offered were accepted from general shareholders.   

 
Likely scenario: 
A study of the past few tender offers indicate that generally not all the small shareholders participate in the offer and the acceptance ratio is higher than the entitlement ratio. In the 
last few buyback offers we have seen that the acceptance ratio for small shareholders has mostly been in the range of 2x-5x of the entitlement ratio.  
 
The CMP of the company is ~Rs 3,485. Small shareholders may thus offer the entire shares held by them on the record date in the offer, closer to the buyback close date. The record 
date for the Buyback was February 23, 2022. As the record date has already passed, new buyers will not be eligible to tender their shares in the Buyback. 
 
The letter of offer is available here (Link). Please ensure to correctly follow the Procedure to be followed by Eligible Shareholders (Residents, Non Residents and shareholders holding 
physical shares) so that the bid is valid and is not rejected on technical grounds. 
 
HDFC Securities clients can visit (Link) to get all the information regarding buybacks and the procedure to participate in them. 

https://www.bseindia.com/xml-data/corpfiling/AttachLive/010787CC-8009-4313-AD8A-819C747971B2-073517.pdf
https://www.bseindia.com/xml-data/corpfiling/AttachLive/010787CC-8009-4313-AD8A-819C747971B2-073517.pdf
https://www.hdfcsec.com/buyback
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Details of Buyback Tender Offers announced and completed in the last 1 year (data as of Mar 7, 2022): 

 

 
*=assuming balance unaccepted shares sold immediately on payout day 
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Ajanta Pharma 28-Dec-21 2268.4 286 2550 14-Jan-22 03-Feb-22 16-Feb-22 25-Feb-22 1.7 9.2% 19.9% 56.2% 1741.6 -19.9%

MOIL 10-Nov-21 176.4 694 250 31-Dec-21 28-Jan-22 10-Feb-22 21-Feb-22 50.8 17.4% 19.7% 66.3% 171.2 94.6%

MPS Ltd. 27-Oct-21 703.3 85 900 17-Dec-21 14-Jan-22 28-Jan-22 08-Feb-22 1.4 16.8% 18.3% 46.6% 658.4 33.8%

Cheviot Co. 04-Dec-21 1453.0 43 1725 17-Dec-21 10-Jan-22 21-Jan-22 31-Jan-22 0.4 5.9% 9.2% 30.7% 1353.1 6.2%

Nucleus  Software 24-Sep-21 599.4 159 700 27-Nov-21 03-Jan-22 14-Jan-22 25-Jan-22 3.4 17.5% 15.4% 50.4% 571.5 18.2%

SH Kelkar 29-Oct-21 144.4 61 210 12-Nov-21 15-Dec-21 28-Dec-21 06-Jan-22 4.4 7.6% 5.9% 29.9% 169.8 137.0%

Goldiam Intl . 13-Sep-21 1018.0 46 1200 27-Oct-21 26-Nov-21 09-Dec-21 20-Dec-21 0.6 3.9% 6.4% 55.2% 775.9 -3.0%

eClerx Services  (2021) 13-Aug-21 2172.4 303 2850 30-Sep-21 18-Oct-21 01-Nov-21 09-Nov-21 1.6 6.9% 17.6% 45.2% 2379.3 80.2%

Mahalaxmi  Rubtech 09-Jul -21 64.9 19 70 27-Aug-21 29-Sep-21 12-Oct-21 25-Oct-21 4.1 41.9% 34.2% 100.0% 77.6 26.6%

Star Cement 13-Aug-21 116.7 124 150 26-Aug-21 22-Sep-21 05-Oct-21 14-Oct-21 12.4 14.7% 12.8% 28.8% 104.0 2.8%

Gandhi  Spl . Tubes 22-Jun-21 417.9 42 550 31-Aug-21 21-Sep-21 04-Oct-21 13-Oct-21 1.1 8.9% 12.5% 40.8% 434.2 49.1%

R Systems 06-Aug-21 198.2 30 225 27-Aug-21 20-Sep-21 01-Oct-21 12-Oct-21 2.0 5.2% 7.1% 87.4% 209.5 68.3%

Shriram Pis tons 02-Aug-21 1026.0 36 1020 12-Aug-21 17-Sep-21 30-Sep-21 11-Oct-21 0.5 71.1% 87.8% 100.0% 925.3 -3.0%

Welspun India 14-May-21 101.3 200 120 24-May-21 22-Jun-21 05-Jul -21 14-Jul -21 25.0 9.8% 9.2% 78.2% 122.7 114.3%

Quick Heal  Tech 10-Mar-21 199.4 155 245 30-Apr-21 31-May-21 11-Jun-21 22-Jun-21 9.5 22.1% 12.2% 100.0% 276.9 80.4%

SIS 15-Feb-21 433.8 100 550 09-Apr-21 12-May-21 27-May-21 07-Jun-21 2.7 35.3% 9.9% 23.8% 431.0 19.1%

Smartl ink Hold. 04-Dec-20 90.1 32 95 01-Mar-21 30-Apr-21 14-May-21 25-May-21 5.0 25.3% 25.0% 100.0% 96.5 11.7%

Aarti  Drugs 19-Mar-21 733.0 60 1000 01-Apr-21 27-Apr-21 10-May-21 20-May-21 0.9 4.9% 1.4% 9.4% 756.6 37.3%

Savita  Oi l  Tech 19-Feb-21 1104.2 35 1400 05-Mar-21 15-Apr-21 29-Apr-21 10-May-21 0.4 5.4% 4.8% 19.2% 1065.1 10.4%

NIIT Ltd 24-Dec-20 207.4 237 240 24-Feb-21 12-Apr-21 28-Apr-21 07-May-21 14.8 15.6% 11.1% 30.4% 169.7 -21.3%

Gujarat Apol lo 13-Feb-21 216.5 19 222 26-Feb-21 08-Apr-21 26-Apr-21 05-May-21 1.3 11.4% 13.7% 100.0% 212.7 11.4%

Supraji t Engg. 10-Feb-21 257.4 48 320 22-Feb-21 08-Apr-21 26-Apr-21 05-May-21 2.3 3.1% 3.7% 27.2% 255.0 25.8%

Bharat Rasayan 12-Jan-21 10514.2 107 11500 05-Mar-21 26-Mar-21 12-Apr-21 22-Apr-21 0.1 3.9% 15.2% 36.2% 9893.0 -1.4%
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Tata Consultancy Services Ltd. – Buyback Opportunity 
 
Tata Consultancy Service Ltd. (TCS) has announced the buyback tender offer. The buyback will be at Rs 4500 per share for 400 lakh shares entailing total outgo of Rs 18000cr.  
 
As defined in the Buyback Regulations, Small Shareholder includes a shareholder, who holds shares whose market value, on the basis of closing price on the recognized stock exchange 
registering the highest trading volume, as on Record Date, is not more than Two Lakh Rupees. Taking the buyback price of Rs 4500 to be on the safer side, an investor holding not 
more than 44 shares would be categorized as small shareholder.  
 
Fifteen percent of the number of Equity Shares which the Company proposes to Buyback i.e. 15% of 400 lakh Equity Shares which is 60 lakh Equity Shares are reserved for small 
shareholders. If small shareholders participate with full force and each one tenders 44 shares then these shares will get exhausted with 1.33 lakh shareholders.  
 

Likely scenario: 
A study of the past buybacks of the company indicates that there was 100% acceptance in all the three buybacks. However, it needs to be noted that in the last 2 buybacks, the market 
price of the company was on a rising trend and was very close/above the buyback price on the last day of tendering. Thus, many shareholders could have stayed away from the buyback 
on expectations of a better market price.  
 

 
*=assuming balance unaccepted shares sold immediately on payout day 
 
Going by the statistics of 2020 buyback, the offer was undersubscribed, as 1.63 lakh shareholders offered an average of 37.5 shares, tendering a total of 61.3 lakh shares vs offer of 80 
lakh shares. Hence, only ~24.5% shareholders took advantage of the buyback offer. This may also be because of the fact that, there was very little difference between the then 
prevailing market price and the buyback price. As the offer was undersubscribes, all the shares tendered were accepted. 
 
The closest data available for small shareholders in the FY21 Annual Report indicate that there were 8.75 lakh shareholders (upto 100 shares as on 31-Mar-21) holding 223 lakh shares. 
As per the shareholding pattern submitted by the company as on 31-Dec-21 to the stock exchanges, we have seen an increase of 4.6 lakh shareholders in ‘individual share capital upto 
Rs 2 Lakhs’ and an increase of 63.8 lakh shares. Assuming all these shareholders would come under small shareholder category, the theoretical entitlement ratio comes to 20.9%. 
However, this ratio could be lower as there could be many more buyers post 31-Dec-21 till the record date of 23-Feb-22.  
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TCS (2020) 07-Oct-20 2825 16000 3000 28-Nov-20 18-Dec-20 01-Jan-21 12-Jan-21 80.0 40.0% 61.3 100% 163364 3173 23.3% 37.5

TCS (2018) 15-Jun-18 1830.7 16000 2100 18-Aug-18 06-Sep-18 21-Sep-18 25-Sep-18 114.3 44.8% 40.2 100% 66280 2183.1 52.6% 60.6

TCS (2017) 20-Feb-17 2506.5 16000 2850 08-May-17 18-May-17 31-May-17 06-Jun-17 84.2 45% 41.9 100% 100266 2695.4 47.2% 41.8
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Currently, there is wide gap between the buyback price and the market price. 4.62 lakh new shareholders have been added in the category of ‘face value upto Rs 2 lakh’ between 31-
Mar-21 and 31-Dec-21. Assuming that most of these shareholders would be holding less than 44 shares, a total of ~11 lakh shareholders would be eligible to offer their shares. We 
think that the likely acceptance ratio would be between 45-70%. Even at this low acceptance an investor buying shares from the market till 21-Feb-22 and tendering the shares in 
the buyback could make decent absolute and annualized returns, provided the stock price does not fall below Rs 3500 on the payout date. Our Institutional team has a one-year 
target price of Rs 4400 on TCS in their report dated 13-Jan-22. At a price of Rs 3500, TCS will quote at FY24 P/E of 25.5x vs 22.7x for Infosys based on Infosys’s current price. TCS has 
traditionally quoted at a premium to Infosys.  
 
The CMP of the company is ~Rs 3750. The Record Date for determining the shareholders eligible to tender in buyback is 23-Feb-22. Thus, the last day to purchase shares for the 
purpose of tendering in the buyback would be 21-Feb-22. Small shareholders may offer the entire shares held by them on the record date in the offer, closer to the buyback close 
date. 
 

 
 
 
 
 
  

Sensivity of Absolute returns Sensivity of Annualised return based on 2 months investment period

1x / 100 1.11x / 90 1.25x / 80 1.43x / 70 1.67x / 60 2x / 50 2.5x / 40 1x / 100 1.11x / 90 1.25x / 80 1.43x / 70 1.67x / 60 2x / 50 2.5x / 40

3400 20.0% 17.1% 14.1% 11.2% 8.3% 5.3% 2.4% 3400 121.7% 103.8% 86.0% 68.1% 50.3% 32.4% 14.6%

3500 20.0% 17.3% 14.7% 12.0% 9.3% 6.7% 4.0% 3500 121.7% 105.4% 89.2% 73.0% 56.8% 40.6% 24.3%

3600 20.0% 17.6% 15.2% 12.8% 10.4% 8.0% 5.6% 3600 121.7% 107.1% 92.5% 77.9% 63.3% 48.7% 34.1%

3700 20.0% 17.9% 15.7% 13.6% 11.5% 9.3% 7.2% 3700 121.7% 108.7% 95.7% 82.7% 69.8% 56.8% 43.8%

3800 20.0% 18.1% 16.3% 14.4% 12.5% 10.7% 8.8% 3800 121.7% 110.3% 99.0% 87.6% 76.2% 64.9% 53.5%

likely scenario

Post Buyback 

Price

Oversubscription (x) / Acceptance (%) Post Buyback 

Price

Oversubscription (x) / Acceptance (%)
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Disclaimer:  
This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. 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. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and 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 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. 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. 

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. 

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 t 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. 
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Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing. 

 


