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Brokerages upbeat on
TCS after strong Q4

WHAT THEY SAY

Target price (%)

Recommendation Prévious| turrent Change (%)

Morgan Stanley  Overweight
Macquarie Neutral
Investec Hold

(IMB Hold

W Add

BNP Paribas Buy

JPMorgan Neutral

IC1CI Sec Hold

Ambit Capital Buy

GoldmanSachs  Neutral

Source: Brokerages

ROMITA MAJUMDAR per cent to 3,380 per share.
Mumbai, 20 April Hesaid TCSistradingona

Analysts have turned upbeat
on Tata Consultancy Services
(TCS) after it reported better-
than-expected March 2018
quarter earnings.

At least half a dozen for-
eign brokerages increased
their price target for the stock
by over 15 per cent. The sharp
upgrades propelled TCS’
shares by nearly 7 per cent to
3,406, a lifetime high. Market
players said the one-for-one
bonus announcement also
buoyed investors’ sentiment.

TCS, valued at $99 billion,
reported a 4.5 per cent rise in
quarterly earnings after trad-
ing hours on Thursday. The
firm’s digital sales crossed $4
billion in 2017-18, while rev-
enue from services, such as
cloud, grew about 43 per cent.

The strong results also
boosted other IT stocks, with
Infosys gaining 4 per cent and
Wiproadding2.31 per cent. The
BSE IT index jumped 4.8 per
cent, the most among BSE sec-
toral indices, amid the rupee
declining to its lowest level in13
months. Analysts see cloud
computing and artificial intel-
ligence as growth opportuni-
ties for the domestic IT sector.

Last week, IT shares had
declined on Infosys’ disap-
pointirfg outlook for 2018-19.

“TC$ delivered a strong
March quarter performance,
upbeat on dollar revenues and
profit after tax,” said Madhu
Babu, research analyst Prabhu-
das Lilladher. It has upgraded
TCS’ share target price by 20

par with Accenture on the val-
uation front and upgraded
earnings per share (EPS) esti-
mates by 2 per cent per cent
for 2019-20 to 61 per share.
Sanjeev Hota, analyst at
Sharekhan said, “The man-
agement commentary was
encouraging on digital piece,
which grew 43 per cent year-
on-year and 10 per cent
sequentially, contributing 23.8
per cent to its revenues.” He
said with a favourable capital
allocation policy for investors,
we expect TCS to continue to
trade ata premium to its peers.
Brokerages see TCS’ posi-
tive commentary on banking
and financial services staging
acomeback and higher growth
in digital services as a huge
momentum to their double
digit growth plans for FY19.
“We are now more confi-
dent of TCS seeing the best
improvement in 2018-19 rev-
enue growth (organic) among
IT large-caps,” said Urmil
Shah of IDBI Capital, which is
forecasting 13.3 per cent annu-
al growth in EPS between
2017-18 and 2019-20.
Favourable cross-currency
growth and larger digital
investments by clients is
expected to drive this outlook.
Reliance Securities said,
“We are enthused with the IT
major’s positive growth outlook
and stable margin expecta-
tions. We upgrade our target
price-to-earnings multiple to
22times to factor in improving
growth profile.” It hase¥ a price
target 0f¥3,620 for the stock.




