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 HCL Technologies (HCLTEC) 
CMP: ₹ 1,291 Target ₹ 1,240 (-4%)  Target Period: 12 months  

October 13, 2026 

AI momentum strengthens albeit outlook remains measured…  

About the stock : HCL Technologies (HCLTech) is a global technology company, 
delivering industry-leading capabilities centered around digital, engineering, cloud 
and AI, powered by a broad portfolio of technology services and products.   

Q 2F Y2 7 performance : Revenues were at US$3,724mn, up 2.0% QoQ and 2.2% YoY 
(in CC terms up 2.3% QoQ/2.6% YoY). Services revenue grew 3% QoQ and 4% YoY 
CC. EBIT margin at 18.1%, was up ~130 bps QoQ, Services (IT & Business services 
and ER&D services) margin stood at 18%, up ~130 bps QoQ. PAT at ₹5,132 crore, 
up 11% QoQ/ 21.2% YoY. 

Investment Rationale:  

• Organic services recovery tempered by cautious guidance: HCLTech delivered 3% 
QoQ growth including 62 bps inorganic contribution, implying 2.3% organic QoQ 
growth in CC terms, marking a recovery after two consecutive quarters of 
sequential decline. Services growth was broad-based, with IT & Business 
Services and ER&D growing 2.7% and 4.1% QoQ, respectively. Advanced AI 
revenue also accelerated 28.4% QoQ to US$219mn, supporting growth. 
However, Software revenue declined 5.8% QoQ due to lower multi-year 
renewals. Despite recording strong bookings, management remains cautious on 
the fluid demand environment and narrowed FY27 services revenue growth 
guidance to 3-4% (vs. 1.5–4.5% YoY CC earlier) and overall company guidance to 
2.5-4% (vs. 1–4% YoY CC earlier) limiting near - term upside.  We expect US$ 

revenue to grow at CAGR of 4 .1% over FY26 –28E . 

• AI efficiencies drive margins though upside remains limited : EBIT margin 
expanded ~130bps QoQ to 18.1%, driven by Project Ascent/AI-led efficiencies 
(+73bps), higher-margin Advanced AI services (+32bps), SG&A operating 
leverage (+50bps) and forex gains (+23bps), partly offset by restructuring costs 
(-22bps) and HPE CTG acquisition (-25bps). Services margin also improved 
~130bps QoQ to 18%. While the strong margin performance provides earnings 
support, management retained FY27 EBIT margin guidance at 17.5 –18.5%, 

suggesting limited scope for near - term margin upgrades. Moreover, 

management commentary around AI deflation being in the early stage  also 

hints towards only a gradual improvement in growth trajectory, going ahead . 
Thus, w e bake EBIT margins at 17. 7%/ 18% in FY27E/FY28E . 

• Strong bookings provide medium - term revenue visibility : HCLTech reported its 
quarterly TCV of US$3.258bn, up 35% QoQ and 27% YoY. Management 
highlighted that AI was a central theme across large wins, with demand spanning 
AI, cloud, data, cybersecurity and application modernisation. However, 

conversion into sustainable organic revenue growth remains the key 

monitorable amid a fluid demand environment.  

Rating and Target Price : We await sustained organic growth acceleration 

and further evidence of AI - led monetisation . T hus , we continue to maintain 

HOLD rating valu ing it at 16x FY28E EPS at target price of  ₹1, 240  (vs ₹1, 14 0 

earlier).  

HOLD  

 

Particulars 
Particular  Amount  
 Market Cap (₹ Crore)  3,50,334  

 Total Debt (₹ Crore)  37  

 CC&E (₹ Crore)  30,385  

 EV (₹ Crore)  3,19,986  

 52 week H/L  1780/1030  

 Equity capital  543.0  

 Face value (₹)  2  

Shareholding pattern 
 Sep - 25  Dec - 25  Mar - 26  Jun - 26  

Promoter 60.8 60.8 60.9 60.9 

FII 16.6 16.2 15.5 14.9 

DII 17.8 18.4 19.0 18.8 

Public 4.7 4.6 4.6 5.4 

Price Chart 

 
Key risks 

• Margin pressure amidst higher AI-led 
investments, large deals and 
acquisition related amortisation 

• Slower than expected TCV to revenue 
conversion 

Research Analyst 

Bhupendra Tiwary, CFA 
bhupendra.tiwary@icicisecurities.com 

CA Anjini Sharma 
anjini.sharma@icicisecurities.com 

Key Financial Summary 

₹ Crore   FY24   FY25   FY26  
 5 Year CAGR 

(FY21 - 26)  
 FY27E   FY28E  

 2 Year CAGR 

(FY26 - 28E)  

 Net Sales  1,09,913 1,17,055 1,30,144 11.5 1,43,692 1,51,077 7.7 
 EBITDA  24,200 25,504 26,752 6.5 29,927 32,183 9.7 
 Margins (%)  22.0 21.8 20.6  20.8 21.3  

 Net Profit  15,702 15,702 17,390 9.5 19,915 21,049 10.0 
 EPS (₹)  54.8 57.9 64.1  73.4 77.6  

 P/E  23.6 22.3 20.1  17.6 16.6  

 RoNW (%)  23.0 22.5 23.1  23.9 25.3  

 RoCE (%)  27.2 28.7 29.0  28.1 30.3  

Source: Company, ICICI Direct Research
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P erformance highlights  and outlook  

• Guidance for FY27:  Despite recording its strongest ever H1 and second 
highest bookings, management remains cautious on the fluid demand 
environment and narrowed FY27 services revenue growth guidance to 

3- 4% (vs. 1.5 –4.5% YoY CC earlier) and overall company guidance to 

2.5 - 4% (vs. 1 –4% YoY CC earlier) , with the guidance now including 62bps 
inorganic contribution for Services and 87bps for the company. EBIT 

margin guidance was maintained at  17.5 –18.5%  after factoring in wage 
hikes impact of ~80 bps in Q3FY27 and ~60 bps in FY27 . Management 
highlighted a strong but fluid demand environment and remained cautious 
despite a healthy pipeline and strong AI-led demand. 

• Revenue performance : HCLTech reported revenue of US$3,724mn, up 
2.0% QoQ & 2.2% YoY (in CC terms up 2.3% QoQ/2.6% YoY) including 97 
bps inorganic contribution from HPE CTG (2 months) and Jaspersoft (full 
quarter) integration. In rupee terms, revenue stood at ₹35,620 crore, up 
3.0% QoQ/11.5% YoY. Services revenue grew 3.0% QoQ and 4.0% YoY CC, 
including 62bps inorganic contribution, implying 2.3% organic QoQ 
growth. IT & Business Services grew 2.7% QoQ, ER&D grew 4.1% QoQ, 
while Software declined 5.8% QoQ due to lower multi-year renewals. 

• Advanced AI revenue: Quarterly Advanced AI revenue came 

at  US$219mn, up 28.4% QoQ/78% YoY  CC. The strong momentum was 
supported by increasing traction across agentic AI, AI factories, AI-led 
modernisation and industry-specific AI solutions. Agentic AI offerings 

crossed  US$100mn of quarterly revenue, while the AI Factory 

proposition grew  64% QoQ , highlighting increasing client adoption across 
the AI value chain.  

• Geography performance :  

Exhibit 1: Geography wise growth trend 
Geography  % of revenue mix  YoY CC growth %  

North America 56.1 3.5 

Europe 26.9 -0.3 
India 3.4 21.8 
RoW 13.6 11.4 

 Source: Company, ICICI Direct Research 

• Segment performance:   

Exhibit 2: Vertical wise growth trend 
Vertical  % of revenue mix  YoY CC growth %  

Financial services 22.4 7.1 
Manufacturing 18.3 3.9 
Technology and Services 14.3 5.9 
Retail and CPG 10.5 14.0 
Telecommunications, media publishing and 
entertainment (TMPE) 

12 -2.1 

LifeSciences and Healthcare 13.8 -2.1 
Public Services 8.8 1.2 

 Source: Company, ICICI Direct Research 

• Margin performance : EBIT margin expanded 130 bps QoQ to 18.1%, aided 
by Project Ascent/AI-led efficiencies (+73bps), higher-margin Advanced AI 
services (+32bps), SG&A operating leverage (+50bps) and forex (+23bps), 
partly offset by higher restructuring costs (-22bps) and HPE CTG 
acquisition (-25bps). Services margin stood at 18.0%, up 130bps QoQ, 
while PAT stood at ₹5,132 crore, up 11% QoQ/21.2% YoY.  

• TCV/Software ARR: HCLTech won US$3.258bn of new deal bookings, 
up 35% QoQ and 27% YoY. HCLSoftware ARR stood at US$1.134bn, up 
7.6% YoY (2.6% organic excluding Jaspersoft) 

• AI ecosystem and investments : HCLTech has entered a Global Premier 

Partnership with Anthropic  to accelerate enterprise adoption of governed 
Agentic AI, with a focus on safety, cybersecurity and governance. HCLTech 
will establish a dedicated Anthropic Business Unit and Centre of Excellence 
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to develop Claude-powered solutions, while HCLSoftware will embed 
Claude and Claude Code into select cybersecurity, automation and 
application development products. HCLTech will also integrate Claude into 
its AIForce platform for IT support, code remediation and digital employee 
services. It also achiev ed  OpenAI Advanced Partner status  and 
announced plans for its first AI data centre in Bhubaneswar in partnership 
with Sarvam and the Government of Odisha, alongside a new global 
technology centre, while launching an advanced semiconductor lab in 
Bengaluru with an investment of ₹185 crore.  

• Attrition and employee addition:  Total headcount increased by 6,450 
QoQ to 230,339, with 6,136 freshers added during the quarter. LTM 
attrition stood at 12.8%, up ~10bps QoQ, while revenue per employee 
increased 2.4% YoY to US$65.4k.  

• Dividend:  The company declared an interim dividend of ₹12 per share. 

Exhibit 3: Quarter Performance 
   Q2FY27   Q2FY26   YoY (%)   Q1FY27   QoQ (%)  Comments 

Revenue (US$ mn) 3,724 3,644 2.2 3,650 2.0 
In CC terms, revenue was up 2.3% QoQ/ up 
2.6% YoY 

Revenue (₹ crore) 35,620 31,942 11.5 34,579 3.0 

The services business revenue was up 4% QoQ 
and 3% YoY CC. In CC terms, IT services was 
up 2.7% QoQ while ER&D services grew by 
4.1% and Software de-grew 5.8% QoQ.  

Cost of sales (including 
employee expenses) 

24,053 21,538 11.7 23,571 2.0   

Gross Margin 11,567 10,404 11.2 11,008 5.1   
Gross margin (%) 32.5 32.6 -10 bps 31.8 64 bps   
Selling & marketing costs 4,090 3,811 7.3 4,138 -1.2   
         
EBITDA 7,477 6,593 13.4 6,870 8.8   
EBITDA Margin (%) 21.0 20.6 35 bps 19.9 112 bps   
Depreciation 1,012 1,043 -3.0 1,039 -2.6   
EBIT 6,465 5,550 16.5 5,831 10.9  

EBIT Margin (%) 18.1 17.4 77 bps 16.9 129 bps 

EBIT margin at 18.1%, was up ~130 bps QoQ, 
aided by higher margin Advanced AI services 
revenues growth (+32 bps). The Services (IT & 
Business services and ER&D services) margin 
stood at 18%, up ~130 bps QoQ.  

Other income 2 152 -98.7 277 -99.3   
PBT 6,467 5,702 13.4 6,108 5.9   

Tax paid 1,335 1,466 -8.9 1,482 -9.9   
PAT 5,132 4,235 21.2 4,624 11.0   

 Source: Company, ICICI Direct Research 

Exhibit 4: Change in estimates  
    FY27E     FY28E   
(₹ Crore) Old New % Change Old New % Change 
Revenue (USD mn) 15,103 15,110 0.0 15,858 15,903 0.3 
Revenue 1,41,661 1,43,692 1.4 1,48,269 1,51,077 1.9 
EBIT 24,860 25,477 2.5 26,576 27,223 2.4 
EBIT Margin (%) 17.5 17.7 18bps 17.9 18.0 9bps 
PAT 19,480 19,915 2.2 20,712 21,049 1.6 
Diluted EPS (₹) 71.8 73.4 2.2 76.3 77.6 1.6 

 Source: Company, ICICI Direct Research 
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Financial summary  

Exhibit 5: Profit and loss statement ₹ crore 

Year - end March   FY26   FY27E   FY28E  

 Total operating Income  1,30,144  1,43,692  1,51,077  

 Growth (%)  11.2  10.4  5.1  

 Direct costs  87,811  96,570  1,00,617  

 S,G&A expenses  15,581  17,194  18,277  

 Total Operating 

Expenditure  
1,03,392  1,13,764  1,18,894  

 EBITDA  26,752  29,927  32,183  

 Growth (%)  4.9  7.5  (100.0)  

 Depreciation  4,084  4,450  4,960  

 Amortisation  -  -  -  

 Net Other Income  1,841  679  931  

 PBT  24,509  28,412  (4,029)  

 Forex adjustments  -  -  -  

 Total Tax  5,862  6,240  7,095  

     

 PAT  17,390  19,915  21,049  

 Growth (%)  10.8  14.7  5.7  

 EPS (₹)  64.1  73.4  77.6  
 Source: Company, ICICI Direct Research 

 

Exhibit 6: Cash flow statement ₹ crore 
Year - end March   FY26   FY27E   FY28E  

 PBT  24,509  26,233  28,412  

 Depreciation & Amortisation  4,355  4,450  4,960  

 (Inc)/dec in Current Assets  (2,221)  (4,180)  (2,279)  

 Inc/(dec) in CL and 

Provisions  
699  3,521  1,920  

 Taxes paid  (4,076)  (6,240)  (7,095)  

 CF from Op. Activities  19,975  23,027  24,719  

 (Inc)/dec in Investments  (728)  110  931  

 (Inc)/dec in Fixed Assets  (1,566)  (2,874)  (3,022)  

 CF from Inv activities  (1,473)  (3,695)  (2,091)  

 Issue/(Buy back) of Equity  -  -  -  

 Inc/(dec) in loan funds  (2,318)  (20)  (10)  

 Dividend paid & dividend tax  (14,618)  (15,932)  (16,839)  

 Inc/(dec) in debentures  -  -  -  

 Others  (2,443)  -  -  

 CF from Financing  (19,369)  (15,942)  (16,849)  

 Net Cash flow  (867)  3,390  5,779  

 Exchange difference  817  70  -  

 Opening Cash  8,245  8,195  11,655  

 Closing Cash  8,195  11,655  17,434  

 Source: Company, ICICI Direct Research 
 

Exhibit 7: Balance sheet ₹ crore 
Year - end March  FY26  FY27E  FY28E  

 Liabilities     

 Equity Capital  543  543  543  

 Reserve and Surplus  74,622  82,815  82,815  

 Total Shareholders funds  75,165  83,358  83,358  

 Total Debt  37  17  17  

 Other liabilities+Provisions  9,198  9,520  9,520  

 Minority Interest / Others  32  32  32  

 Total Liabilities  84,432  92,927  92,927  

     

 Assets     

 Net Block+ CWIP  8,309  7,147  7,147  

 Intangible assets+ Goodwill  29,130  26,778  26,778  

 Investments  130  1,630  1,630  

 Liquid investments  6,960  6,960  6,960  

 Inventory  239  277  277  

 Debtors  23,585  27,378  27,378  

 Loans and Advances   1,017  1,181  1,181  

 Other Current Assets  15,316  17,779  17,779  

 Cash & Bank  23,425  32,594  32,594  

 Total Current Assets  70,542  86,170  86,170  

 Total Current Liabilities  31,826  36,945  36,945  

 Net Current Assets  38,716  49,225  49,225  

 Other non current assets  8,147  8,147  8,147  

 Application of Funds  84,432  92,927  92,927  

 Source: Company, ICICI Direct Research 

 

Exhibit 8: Key ratios 
Year - end March   FY26   FY27E   FY28E  

 Per share data (₹)     
 EPS               64.1               73.4               77.6  

 Cash EPS               79.1               89.8               95.8  

 BV            277.0            307.2            307.2  

 DPS               51.2               58.7               62.1  

 Cash Per Share               86.3            120.1            120.1  

 Operating Ratios (%)        

 EBIT Margin               17.4               17.7               18.0  

 PBT Margin               18.8               18.3               18.8  

 PAT Margin               13.4               13.9               13.9  

 Debtor days                  66                  70                  66  

 Return Ratios (%)        

 RoE               23.1               23.9               25.3  

 RoCE               29.0               28.1               30.3  

 RoIC               41.9               47.7               51.0  

 Valuation Ratios (x)        

 P/E               20.1               17.6               16.6  

 EV / EBITDA               12.0               10.4                 9.7  

 EV / Net Sales                 2.5                 2.2                 2.1  

 Market Cap / Sales                 2.7                 2.4                 2.3  

 Price to Book Value                 4.7                 4.2                 4.2  

 Solvency Ratios        

 Debt/EBITDA                 0.0                 0.0                 0.0  

 Debt/EBITDA                 0.0                 0.0                 0.0  

 Current Ratio                 1.3                 1.3                 1.3  

 Quick Ratio                 1.3                 1.3                 1.3  

 Source: Company, ICICI Direct Research 
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RATING RATIONALE 
ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to 
its stocks according to their notional target price vs. current market price and then categorizes them as Buy, 
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is 
defined as the analysts' valuation for a stock 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

Pankaj Pandey Head – Research 

ICICI Direct Research 
Desk, 
ICICI Securities Limited, 
Third Floor, Brillanto 
House, 
Road No 13, MIDC, 
Andheri (East) 
Mumbai – 400 093 
research@icicidirect.com 

pankaj.pandey@icicisecurities.com 

mailto:research@icicidirect.com
mailto:pankaj.pandey@icicisecurities.com
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ANALYST CERTIFICATION  

I/We, Bhupendra Tiwary , CFA, MBA (Finance), Anjini Sharma , CA , Research Analysts, authors and the names subscribed to this report, hereby certify that all of  the views expressed in this 

research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our c ompensation was, is, or will be directly or indirectly related to the 

specific recommendation(s) or vi ew(s) in this report. It is also confirmed that above mentioned Analysts of this report have not received any compensation fr om the companies mentioned in 
the report in the preceding twelve months and do not serve as an officer, director or employee of the  companies mentioned in the report.  

Terms & conditions and other disclosures:  

ICICI Securities Limited (ICICI Securities) is a full - service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of fin ancial products.  

ICICI Securities is Sebi registered stock broker , merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance Regulatory 

Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICI CI Securities Limited Research Analyst SEBI Registration Number 

– INH000000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI V enture House, Appasaheb  Marathe Marg, Prabhadevi, Mumbai 

-  400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100.  ICICI Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries 
engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund managemen t, etc . (“associates”), the details in respect of which are 

available on  www.icicibank.com .  

Investments in securities market are subject to market risks. Read all the related documents carefully before 

investing.  
Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any a ssurance of returns to investors. None of the research 

recommendations promise or guarantee any assured, minimum or risk - free retur n to the investors.  

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal  

Contact number: 022 - 40701000 E - mail Address: complianceofficer@icicisecurities.com  

For any queries or grievances: Mr. Jeetu Jawrani  Email address: headservicequality@icicidirect.com  Contact Number: 18601231122  

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securiti es trading markets in India. We and our associates might have investment 

banking and other business relationship with a significant  percentage of companies covered by our Investment Research Department. ICICI Securities and its analysts, persons reporting t o 
analysts and their relatives are  generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the analysts cover.  

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, o utstanding positions, trading volume etc as opposed to focusing 

on a company's fundamentals and, as such, may not match with the re commendation in fundamental reports. Investors may visi t icicidirect.com  to view the Fundamental and Technical 

Research Reports.  

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendation s expressed herein.  

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views and opinions 

expressed in this document may or may not match or may be contrary  with the views, estimates, rating, and target price of the Institutional Research.  

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any noti ce. The report and information contained herein is strictly 

confidential and meant solely for the selected recipient and may not be  altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or 

reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information  herein on a reasonable basis, ICICI Securities is under no 

obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may pre vent ICICI Securities from doing so. Non - rated securities indicate 

that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where 
ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

This report is based on information obtained from public sources and sources believed to be reliable, but no independent veri fication has been made nor is its accuracy or completeness 

guaranteed. This report and information herein is  solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for 

securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat 
recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accou nting and tax advice or a representation that a ny investment or strategy 

is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may  not be suitable for all investors, who must make their own 

investment decisions, based on their own inve stment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercis e of independent 

judgment by any recipient. The recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind ari sing out of the use of this report. Past performance is not ne cessarily 

a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated befor e investing in the securities markets. Actual results may differ 

materially from those set forth in projections. Forward - looking statements are not predictions and may be subject to change without notice.  

ICICI Securities 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 othe r 

assignment in the past twelve months.  

ICICI Securities 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 
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ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of re search report. ICICI Securities or its associates or its analysts did 

not receive any compensation or other benefits from the compa nies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither ICICI  
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