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The information contained in this report is obtained from reliable sources and is directed at investors. In no circumstances should it be considered as an offer to sell/buy or, a solicitation of any offer to, buy or sell the securities or 

commodities mentioned in this report. No representation is made that the transactions undertaken based on the information contained in this report will be profitable, or that they will not result in losses. Mehta Groups and/or its 

representatives will not be liable for the recipients’ investment decision based on this report.

HCL Technologies Ltd (HCL Tech) is an Indian MNC based out of Noida. It operates across sectors which offers
an integrated portfolio of products and services through three business units. These are IT and Business
Services (ITBS), Engineering and R&D Services (ERS), and Products and Platforms (P&P). HCL delivers holistic
services across industry verticals to leading enterprises, including 250 of the Fortune 500 and 650 of the
Global 2000. It has its presence across the globe serving in 50+ countries.

Highest ever new deal win:
HCL Tech won 19 new large deals in Q4FY21 and it was across many industry verticals. New deal TCV
hit an all-time high this quarter at US $ 3.1Bn, increasing 49% YoY. For FY21, new deal TCV are US $
7.3Bn, which is 18% increase over FY20. In FY21, HCL Tech signed a total of 58 new large deals led by
industries such as Financial Services, Life Sciences and Healthcare, Telecommunication,
Manufacturing and Technology. It also announced the closure of its acquisition of the DWS Group, a
leading Australian IT, business and management consulting group which delivers to multiple clients
across a spectrum of industry verticals. Thus the booking and pipeline represent a well balanced mix
of service lines, geographies and industries.

Margins took a hit but strong cash flow generation and guidance:
Its revenue came at US $ 2,696mn, up 3.0% QoQ & 6.0% YoY basis. Growth was observed across all
the geographies. Revenue in Constant Currency terms was up by 2.5% QoQ & 2.6% YoY. On
operational front margins saw a dip in Q4FY21 by 517 bps QoQ mainly led by higher employee costs.
Bottomline was a big miss due to one-off tax rate changes, which also impacted the margins
significantly. Operating Cash Flow was at US $ 2,602mn and Free Cash Flow at US $ 2,340mn, up 49%
and 58% respectively on full year basis. Management expects healthy double digit growth in revenues
in FY22E mainly led by improved growth in IT & business services and ER&D.

Very strong and diversified growth in Services Business:
Strong growth pickup in Q4 in ITBS was led by Digital Transformation demand across Digital &
Analytics, Cloud Migration, Cybersecurity, Digital Workplace. Engineering Services continues to grow
healthy in spite of some YOY impact attributed to COVID Impact in automobile & aerospace
industries. Mode 2 & Mode 3 revenue supported by delivering a double digit growth. Robust demand
for HCL Tech's Mode 2 services should drive medium term services growth. Demand Pickup for Digital
Engineering Services & Platforms and launch of cloud smart to maximise business value in near term.

We continue to remain optimistic on HCLTech for medium to long term even after Q4 results which were below
street expectations but however, we recommend investors to accumulate HCLTech in the range of Rs890-920/-
on the back of healthy revenue growth visibility and reasonable valuations with attractive risk-reward.
Q4numbers reported a sequential decline in consolidated profit mainly dented by wage hikes and a one-time
bonus of over Rs 700 Cr which is a onetime cost adjustment. We expect a healthy deal pipeline and rising spend
initiatives by clients would help HCLTech to deliver strong revenue growth in FY2022-23E. With HCL Tech signing
19 transformative deals across the verticals and new deal TCVs (Total Contract Value) remained at an all-time
high during this quarter at $3.1bn, up 49% y-o-y which provides healthy revenue visibility for FY2022-23E.
Further, in terms of management guidance, HCL expects to grow in double digits in constant currency for FY22E
and expects EBIT margin to be between 19.0% and 21.0% for FY22E. Hence based on all the above factors we
maintained our BUY recommendation on HCLTech with a revised price target of Rs 1,120/- for 6-12 months.
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Particulars Q4FY21 Q4FY20 YoY Q3FY21 QoQ FY21 FY20 YoY

Revenue from operations 19641 18587 5.67% 19302 2% 75379 70676 7%

Expenses

Cost of raw materials 334 403 -17% 556 -40% 1698 1536 11%

change in inventories 59 102 -47 -3 0

employee benefit expense 10871 9083 20% 9447 15% 38853 34928 11%

Outsource cost 2644 2497 6% 2616 -100% 10158 10700 -5%

other expenses 1184 1644 -28% 1106 7% 4625 6196 -25%

Total expenses 15092 13729 10% 13678 10% 55331 53360 4%

EBITDA 4549 4858 -6% 5624 -19% 20048 17316 16%

EBITDA % 23.16% 26.14% 29.14% 26.60% 24.50%

depreciation 1267 996 27% 1187 7% 4611 3420 35%

other income 244 147 66% 189 29% 927 589 57%

finance cost 159 124 28% 147 8% 511 505 1%

PBT 3367 3885 -13% 4479 -25% 15853 13980 13%

tax 2256 713 502 4684 2923

PAT 1111 3172 -64.97% 3977 -72% 11169 11057 1%

PAT % 5.66% 17.07% 20.60% 14.82% 15.64%

EPS 4.06 11.69 14.63 41.07 40.75

Profit & Loss Statement (Rs Cr)

QUARTERLY FINANCIAL OVERVIEW

TECHNICAL TREND
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Msearch’s Recommendation (Absolute Performance) 
Buy : > 20% within the next 12 Months 

Accumulate : 5% to 20% within the next 12 Months 
Sell : < -20% within the next 12 Months 
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