April 23,2026

HCL TECHNOLOGIES LIMITED

Muted Q4 performance; conservative FY27 outlook amid demand weakness

HCL Technologies Ltd (HCL) reported a soft FY26 performance alongside a muted quarterly
print, highlighting persistent demand-side pressures and margin volatility owing to
restructuring costs. Q4 FY26 revenue stood at USD 3.68bn, declining 3.3% QoQ while
growing 2.4% YoY in constant currency (CC) terms, impacted by continued weakness in
discretionary spending across key verticals, cautious client behavior, and slower deal ramp-
ups. EBIT margins contracted 200bps QoQ to 16.5%, below expectations, driven by an
unfavorable revenue mix, restructuring costs and ongoing investments in capabilities. Deal
momentum remained weak, with new TCV at USD 1.9bn, sharply lower by ~¥36%/35% QoQ/
Yoy, reflecting a subdued demand environment. On the strategic front, HCL continues to scale
its Al capabilities (USD 620mn ARR); however, management indicated a 2—3% deflationary
impact from GenAl on traditional services due to pricing compression. Reflecting these
headwinds, FY27 guidance remains conservative at 1-4% CC revenue growth (Services: 1.5—
4.5%) with EBIT margins of 17.5-18.5%, suggesting no improvement in demand near future
and a gradual recovery trajectory. Factoring in the combined impact of Al-led disruption,
sustained weakness in discretionary spending, deflationary pressures from GenAl, and
heightened geopolitical uncertainties, we moderate our growth and margin assumptions,
leading to a valuation cut with a revised TP of X1,560, based on 20x FY28E EPS, while
maintaining our BUY rating on HCL.

Vertical Trends: Technology Outperforms While Telecom Remains a Key Drag
Vertical performance remained mixed in Q4FY26, with most segments registering YoY
growth in CC terms. Growth was led by Technology & Services (+17.8% YoY) and Public
Services (+10% YoY), followed by Financial Services (+4.3% YoY), Retail & CPG (+3.5% YoY),
and Manufacturing (+3.3% YoY), while Lifesciences & Healthcare declined 1.6% YoY and
Telecom, Media & Entertainment fell 8.6% YoY. Telecom remained the key drag due to
discretionary spend cuts by two large US clients, impacting growth by ~1%, with weakness
likely to persist. Additionally, client-specific issues in Manufacturing and Retail, along with
SAP program ramp-downs, are expected to create an estimated ~50bps headwind in FY27E.
Software segment declined sharply (down 28% QoQ and 14.1% YoY) due to seasonality and
delayed deal closures, keeping overall growth visibility subdued.

Key Financials (X bn) FY24 FY25 FY26 FY27E FY28E
Sales 1,099 1,171 1,301 1,408 1,504
EBIT Margin (%) 18.2 18.3 17.2 17.7 17.7
PAT 199 215 217 238 255
EPS (INR) 57.9 64.1 67.6 71.6 76.5
EPS Gr.(%) 5.6 10.8 5.4 6.0 6.8
BV/Sh.(INR) 252 257 278 282 287
RoE (%) 235 25.2 24.0 25.6 26.9
RoCE (%) 25.1 25.1 24.9 25.4 26.5
Payout (%) 89.7 93.5 75.0 80.0 80.0
P/E (x) 222 20.0 19.0 17.9 16.8
P/BV (x) 5.1 5.0 4.6 4.6 4.5
EV/EBITDA (x) 12.3 11.8 11.2 10.3 9.7
Div. Yield (%) 4.0 4.7 3.7 4.5 4.8
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BUY

Current Market Price () 1,285
12M Price Target (X) 1,560
Potential Return (%) 21

Stock Data

Sector Information Technology
Face Value (X) : 2
Total MCap (X bn) : 3,491
Free Float MCap (X bn) : 1,354
52-Week High / Low (X) 1,780/ 1,281
BSE Code / NSE Symbol 532281 / HCLTECH
Bloomberg HCLT IN
Sensex / Nifty 24,378 / 78,516

Shareholding Pattern

(%) Mar-26 Dec-25 Sep-25 Jun-25
Promoter 60.86 60.81 60.81 60.81
FPIs 15.51 16.22 16.64 18.56
MFs 9.22 9.07 9.20 8.44
Insurance 8.38 8.04 7.52 6.75
Others 6.03 5.86 5.83 5.44
Source: BSE

Price Performance

(%) im 3M 6M 12m
HCLTECH -5.4 -24.5 -13.5 -13.2
Nifty 50 8.3 -3.6 -5.8 0.9

* To date / current date : April 22, 2026
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Modest Growth for FY26 with a weak Deal Momentum

For FY26, HCL Technologies reported 3.9% CC YoY revenue growth with EBIT margins at 17.2%
(down 110bps YoY). Services grew 4.8% YoY, led by strong ER&D performance (+9.8% YoY),
partially offset by a 4.1% CC YoY decline in the Software segment. Software revenue stood at
USD 1.4bn, with ARR at USD 1.05bn, as the segment continues to transition from perpetual
licensing to a more stable subscription-led model. Deal momentum remained subdued, with
FY26 TCV at USD 9.3bn (vs. USD 9.26bn in FY25) and a weak Q4 print of USD 1.9bn. Headcount
increased marginally to 227,181, while attrition improved to 12.5% (vs. 13.0% in FY25),
indicating better workforce stability.

Outlook and Valuation: Gradual Recovery; Maintain BUY

We expect HCL to see a gradual recovery over FY27E-FY28E, led by Al-led deal traction and
improving discretionary spend, though near-term growth remains constrained by telecom
weakness, client-specific headwinds, and GenAl-driven pricing pressure. We have factored in a
weak demand environment and estimate revenue to grow at a CAGR of 4.7% over FY26-28E,
with EBIT margins in the range of 17.5-18% and INR EPS CAGR of 9.4% over the same period.
We value the stock at 20x FY28E EPS, with a revised TP of 1,560, while maintaining our BUY
rating.

Quarterly Financial Snapshot

YE Mar (X bn) 4QFY26 3QFY26 % ch qoq 4QFY25 % ch yoy
QoQ CC -3.3% 4.2% = -0.8% =
Revenue (USD M) 3,682 3,793 -2.9% 3,498 5.3%
USD/INR 92.28 89.34 3.3% 86.45 6.7%
Sales 340 339 0.3% 302 12.3%
EBITDA 67 74 -9.7% 65 3.3%
EBITDA margin (%) 19.7% 21.9% -220 bps 21.4% -170 bps
EBIT 56 63 -10.8% 54 3.0%
EBIT margin (%) 16.5% 18.6% -210 bps 18.0% -150 bps
APAT 45 48 -6.7% 43 3.9%
EPS (X) 16.5 17.7 -6.8% 15.9 3.9%

Source: Company, LKP Research



HCL TECHNOLOGIES LIMITED | Q4 FY26 Result Update

LKP Research

LKP

Since 1948
Trust ¢ Invest « Grow

Q4 FY26 Earnings Call Highlights

Q4 revenue decline driven by specific factors: Revenue came in at ~USD 3.7bn, down ~3.3%
QoQ, largely due to seasonal weakness in the software business, ramp-down of two SAP
programs, and lower discretionary spends from two large US telecom clients.

FY26 performance resilient amid macro: Full-year revenue grew ~3.9% CC to USD 14.7bn,
with EBIT margin at ~17.2% (17.9% excluding restructuring), reflecting stable execution
despite a weak demand environment.

FY27 guidance remains conservative: Management guided for 1-4% CC growth, with
services expected at 1.5-4.5% and EBIT margin in the 17.5-18.5% band, indicating cautious
near-term outlook.

Client-specific headwinds to persist: Two North American clients (manufacturing and retail)
expected to create ~50 bps growth drag in FY27 due to company-specific issues rather than
broad-based demand weakness.

Al-first strategy gaining prominence: HCL is pivoting toward a five-pillar Al strategy—
transforming existing services, building proprietary platforms (Al Force), expanding into new
areas like “physical Al,” strengthening partnerships, and scaling Al talent.

Clear segmentation of Al opportunity: Management classified market into Al-disrupted
(declining legacy services), Al-amplified (cloud, cyber growing ~10%+), and Al-native
segments (Al factories, advanced engineering growing ~30%), with focus on leading in Al-
native.

Strong Al deal wins and pipeline: Secured a USD 100mn+ Al factory deal (Al data center
design & operations) and Al engineering deals in semiconductor space, highlighting traction
in next-gen services.

Al-led efficiency impacting deal value: “Al deflation” visible—same outcomes now require
lower contract values, implying ~20-30% higher effort needed to convert pipeline into
comparable TCV.

Platform-led delivery scaling up: Al Force deployed across ~75 accounts, improving
productivity, automation, and delivery agility across client engagements.

Internal transformation underway: Initiatives like “Lumi” (enterprise Al assistant) and Talent
Navigator are driving a shift toward an autonomous, zero-friction enterprise model.

Workforce upskilling at scale: ~135k employees trained in GenAl, including ~11k Al builders
and ~700 specialists (“black belts”), positioning the firm for Al-led demand.

Targeted acquisitions to build capabilities: Acquisitions like Finergic (wealth consulting) and
WBI (data intelligence) aimed at strengthening BFSI and software/data capabilities.
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Revenue segment wise

Revenue (%) 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26 4QFY26
IT and Business Services 74.4% 74.5% 74.6% 73.0% 73.3% 74.0% 74.2% 72.3% 75.0%
Engineering and R&D Services 16.2% 15.9% 15.8% 16.0% 17.1% 17.0% 17.0% 16.8% 17.0%
Software 9.8% 9.9% 9.9% 11.3% 9.9% 9.3% 9.1% 11.2% 8.3%

Source: Company, LKP Research

Revenue geography wise

Revenue (%) 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26 4QFY26
USA 65.2% 59.6% 58.5% 65.5% 57.4% 56.5% 56.2% 56.3% 56.3%
Europe 28.9% 25.9% 26.7% 28.2% 27.5% 28.3% 28.3% 27.7% 27.1%
India 0.0% 3.5% 3.5% 0.0% 3.1% 3.3% 3.2% 3.3% 2.9%
ROW 5.9% 11.0% 11.3% 6.3% 12.0% 11.9% 12.3% 12.8% 13.7%

Source: Company, LKP Research

Revenue vertical wise

Revenue (%) 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26 4QFY26
Financial Services 21.6% 21.0% 20.5% 20.3% 21.1% 21.6% 21.7% 21.1% 21.4%
Retail 9.1% 9.4% 9.6% 10.6% 9.7% 9.7% 9.6% 9.9% 9.7%
Communications 11.5% 12.2% 12.1% 12.3% 13.9% 13.1% 12.7% 12.5% 12.1%
Energy, Utilities, Resources and Services 8.8% 9.1% 9.2% 8.9% 8.6% 8.5% 8.9% 9.1% 9.2%
Manufacturing 20.4% 19.4% 19.5% 19.1% 18.6% 18.6% 18.3% 18.8% 18.6%
Hi Tech 12.3% 13.0% 13.1% 13.3% 13.4% 14.0% 14.0% 14.2% 14.8%
Life Sciences 16.3% 15.9% 16.0% 15.5% 14.7% 14.5% 14.7% 14.4% 14.2%

Source: Company, LKP Research

Client (% of revenues)

Client 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26 4QFY26
Top client 10.4% 11.4% 12.1% 12.6% 12.7% 12.6% 12.4% 12.2% 11.9%
Top 5 client 18.8% 19.6% 20.1% 20.3% 20.2% 20.2% 19.9% 19.7% 19.1%
Top 10 client 29.0% 30.1% 30.8% 30.9% 30.4% 29.9% 29.5% 29.1% 28.5%

Source: Company, LKP Research

Revenue buckets

Clients 4QFY24 1QFY25 2QFY25 3QFY25 4QFY25 1QFY26 2QFY26 3QFY26 4QFY26
Million S clients 951 951 952 952 948 956 954 968 976
5 Million $ clients 395 404 402 398 399 402 406 421 429
10 Million $ clients 254 256 251 248 251 255 258 268 277
20 Million $ clients 137 133 137 136 138 144 151 151 149
50 Million $ clients 46 48 52 53 52 54 54 56 60
100 Million $ clients 22 22 22 22 22 22 22 23 23

Source: Company, LKP Research
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Revenue Vs EBIT margin
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Revenue Vs PAT margin

Source: Company, LKP Research

Deal momentum weak
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LTM decreasing with steady headcount

Source: Company, LKP Research

CC revenue growth
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Income Statement Balance Sheet

(X bn) FY24 FY25 FY26 FY27E FY28E (X bn) FY24 FY25 FY26 FY27E FY28E
Sales 1,099 1,171 1,301 1,408 1,504 Share Capital 5 5 5 5 5
Change (%) 8.3 6.5 11.2 8.2 6.8 Reserves 677 691 746 759 773
EBITDA 284 296 311 337 360 Net Worth 683 697 752 764 778
% of Net Sales 25.8 25.3 23.9 23.9 24.0 Capital Employed 748 774 844 864 885
Depreciation 42 41 44 44 47 Net Block 352 362 374 352 327
EBIT 200 214 224 249 266 Investments 53 72 83 89 94
% of Net Sales 18.2 18.3 17.2 17.7 17.7 Curr. Assets 593 621 705 761 848
Other Income 9 18 7 14 15 Debtors 255 258 315 340 363
PBT 251 273 274 307 328 Cash & Bank Balance 94 82 83 140 251
Tax 53 59 57 68 73 Investments 185 215 70 70 70
Rate (%) 20.9 21.4 20.8 22.2 22.2 Other Current Assets 58 65 238 211 165
Minority Interest 0 0 0 0 0 Current Liab. & Prov 249 281 319 337 384
Adjusted PAT 199 215 217 238 255 Net Current Assets 344 340 387 424 464
Extraordinary Items 0 0 -10 0 0 Application of Funds 748 774 844 864 885
Reported PAT 199 215 227 238 255 Source: Company, LKP Research

Change (%) 46 8.0 5.6 5.1 7.0

Source: Company, LKP Research

Key Ratios Cash Flow

YE Mar FY24 FY25 FY26 FY27E FY28E _ FY24 FY25 FY26 FY27E FY28E
Basic (INR) CF from Operations 244 255 256 238 255
EPS 57.9 64.1 67.6 71.6 76.5 Cash for Working Capital -19 -32 -56 24 40
Cash EPS 88.6 94.2 99.7 104.1 111.4 Net Operating CF 224 223 200 262 295
Book Value 252.1 256.9 277.6 282.3 287.3 Net Purchase of FA -10 -11 -14 -21 -23
DPS 52.0 60.0 48.0 57.3 61.2 Free Cash Flow 214 212 186 241 273
Payout % 89.7 93.5 75.0 80.0 80.0 Net Purchase of Invest. -57 -38 -1 0 0
Valuation (x) Net Cash from Invest. -67 -49 -15 -21 -23
P/E 22.2 20.0 19.0 17.9 16.8 Proceeds from Equity 0 0 0 0 0
Cash P/E 14.5 13.6 12.9 12.3 115 Others -14 -23 -48 -1 31
EV/EBITDA 12.3 11.8 11.2 10.3 9.7 Dividend Payments -141 -163 -146 -182 -194
EV/Sales 3.2 3.0 2.7 2.5 2.3 Buyback of shares 0 0 0 0 0
Price/Book Value 5.1 5.0 4.6 4.6 4.5 Cash Flow from Fin. -155 -186 -194 -183 -163
Dividend Yield (%) 4.0 4.7 3.7 4.5 4.8 Net Cash Flow 3 -12 -9 58 110
Profitability Ratios (%) Effect of forex on cash flow 1 0 9 0 0
RoE 23.5 25.2 24.0 25.6 26.9 Opening Cash Bal. 91 94 82 83 140
RoCE 25.1 25.1 24.9 25.4 26.5 Add: Net Cash 4 -12 0 58 110
Turnover Ratios Closing Cash Bal. 94 82 83 140 251
Debtors (Days) 85 81 88 88 88 Source: Company, LKP Research

Fixed Asset Turnover (x) 3.1 3.2 3.5 4.0 4.6

Source: Company, LKP Research
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DISCLAIMERS AND DISCLOSURES

LKP Securities Limited (CIN-L67120MH1994PLC080039, www.lkpsec.com) herein after referred as “LKP” and its affiliates are a full-fledged, brokerage and
financing group. LKP was established in 1994 and is a brokerage and distribution house. LKP is a registered Research Analyst (SEBI Regn.: INHO0001758), corporate
trading member (SEBI Regn.: INZ000216033) of BSE Limited (BSE), National Stock Exchange of India Limited (NSE), Metropolitan Stock Exchange of India Limited
(MSEI) and Depository Participant (SEBI Regn.:IN-DP-705-2022) of CDSL and SEBI Registered Portfolio Management Services (SEBI Regn.: INHO0001758). LKP
along with its subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and
retail), merchant banking (SEBI Regn.: INM000002483), commodity broking, depository participant, insurance broking (IRDA Regn.: IRDA- CA0365) and services
rendered in connection with distribution of primary market issues and financial products like mutual funds(ARN: 31751) etc. LKP hereby declares that it has not
defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered in last five years. However, SEBI and Stock
Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor penalty on LKP for certain operational
deviations in ordinary/routine course of business. LKP has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has

its certificate of registration been cancelled by SEBI at any point of time.

LKP offers research services to clients. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views
about the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to
specific recommendations or views expressed in this report. Other disclosures by LKP and its Research Analyst under SEBI (Research Analyst) Regulations, 2014
with reference to the subject company(s) covered in this report-: LKP or its associates or Research Officials employed by LKP or relatives of research officials may
have financial interest in the subject company. LKP or its associates and Research Analyst or his/her relative’s may have actual/beneficial ownership of 1% or more
securities of the subject company, at the end of the month immediately preceding the date of publication of the research report or date of public appearance.

LKP or its associates and Research officials or his/her relative’s does not have any material conflict of interest in the subject company.

LKP or its associates may have received any compensation including for investment banking or merchant banking or brokerage services from the subject company
in the past 12(twelve) months. LKP or its associates may have co-managed public offering of securities for the subject company in the past 12(twelve) months.
LKP or its associates may have received compensation for investment banking or merchant banking or brokerage services from the subject company in the
past 12(twelve) months. LKP or its associates may have received compensation for products or services other than investment banking or merchant banking or
brokerage services from the subject company in the past 12(twelve) months. LKP or its associates have not received any compensation or other benefits from the
Subject Company or third party in connection with the research report. LKP or its associates may have received any compensation from the subject company in
the past twelve months. Subject Company may have been client of LKP or its associates during twelve months preceding the date of distribution of the research
report for the services provided by LKP or its associates. Research Officials has served as officer, director or employee of the subject company: (NO). The research
Analyst or research entity (LKP) has not been engaged in market making activity for the subject company. LKP and/or its affiliates may seek investment banking

or other business from the company or companies that are the subject of this material.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are
contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that may be inconsistent with
the recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to
real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding our relationships with
the company or companies that are the subject of this material is provided herein. This report is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation or which would subject LKP or its group companies to any registration or licensing requirement within such jurisdiction.
Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial instrument or as an official
confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official confirmation of any transaction. No
part of this document may be distributed in Canada or used by private customers in United Kingdom. All trademarks, service marks and logos used in this report

are trademarks or registered trademarks of LKP or its Group Companies.

The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any unauthorized reading,
dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that you have read “Risk
Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before investing in Indian Securities
Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
All material presented in this report, unless specifically indicated otherwise, is under copyright to LKP. None of the material, nor its content, nor any copy of it,

may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of LKP.
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