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HCL Technologies (HCLT.BO) 
 Buy: Delivers Another Good Quarter  
  

 Raise TP to Rs1,030 — HCLT continued its good execution with another quarter of 
good growth, margin expansion and cashflow generation – profits came in significantly 
above consensus. Factoring in the 4Q beat and our revised INR assumptions, we raise 
FY14-FY15E EPS by ~12-14% and raise our TP to Rs.1,030 (multiple unchanged at 
15x Sept 14E earnings). HCLT remains one of our top picks in the sector.  

 4Q was another steady quarter — Revenues of $1,228 mn, were up ~3% qoq/~14% 
yoy (Citi: $1,209mn; consensus: $1,224mn). Constant currency growth of ~4% was 
driven by Americas (~3%) and Europe (9.6%). EBITDA margin at ~23.5%, up ~110 bps 
qoq surprised positively yet again (Citi: 22.3%). HCLT continues to win market share; 
deal wins at $1bn+ TCV for third qtr in a row.  

 Strong cash generation — FY13 saw FCF of ~$730mn (yield of 7%+), up ~125% yoy. 
Q4 cash flow from operations at $336mn is up ~35% yoy. While there is some quarterly 
volatility, conversion at ~70% of EBITDA (in FY13) is healthy in the sector context. 
HCLT has announced dividend of Rs12/sh for FY13 (final dividend of Rs.6/sh), above 
our expectations. ROE (FY13) of 30%+ is at a multi-year high. 

 Some concerns to be addressed for rerating — (a) Software services revenues 
grew ~2% in cc (adjusting for sale of Capital Stream). Growth visibility needs to 
improve given that the segment has lagged growth in the recent past and decline in 
headcount (~400 in Q4) does not inspire much confidence at historically high 
utilizations. (b) Quarterly annualized attrition (IT services) remains high at ~20%. 

 Other key takeaways — (1) Roshni Nadar Malhotra joins HCL Technologies Board as 
a Non-Executive Director, (2) BPO revenues grew ~3% qoq with flattish margins, (3) 
Looking to focus on emerging segments (Lifesciences/healthcare and public services) 
in addition to momentum segments (financial services, manufacturing) to expand the 
addressable market, (4) Deal pipeline remains strong with H2 expected to be better on 
deal momentum, (5) Seeing increasing penetration of SaaS.  
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Buy 1
Price (31 Jul 13) Rs905.60
Target price Rs1,030.00

from Rs895.00   
Expected share price return 13.7%
Expected dividend yield 1.7%
Expected total return 15.4%
Market Cap Rs631,085M
  US$10,377M

 
 

Price Performance 
(RIC: HCLT.BO, BB: HCLT IN) 

 

Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield 

30 Jun (RsM) (Rs) (%) (x) (x) (%) (%) 

2011A 16,028 22.94 30.2 39.5 7.3 20.7 0.8 

2012A 24,554 35.03 52.7 25.9 5.8 25.6 1.3 

2013E 40,252 57.06 62.9 15.9 4.4 32.2 1.3 

2014E 47,049 66.66 16.8 13.6 3.4 28.7 1.7 

2015E 53,002 75.09 12.7 12.1 2.7 25.5 1.9 

Source: Powered by dataCentral           
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HCLT.BO: Fiscal year end 30-Jun Price: Rs905.60;  TP: Rs1,030.00;  Market Cap: Rs631,085m;  Recomm: Buy 
Profit & Loss (Rsm) 2011 2012 2013E 2014E 2015E Valuation ratios 2011 2012 2013E 2014E 2015E

Sales revenue 158,555 210,312 257,336 300,530 338,638 PE (x) 39.5 25.9 15.9 13.6 12.1
Cost of sales -113,732 -146,905 -172,238 -202,870 -231,008 PB (x) 7.3 5.8 4.4 3.4 2.7

Gross profit 44,823 63,407 85,098 97,659 107,630 EV/EBITDA (x) 23.6 15.4 10.1 8.3 7.1

   Gross Margin (%) 28.3 30.1 33.1 32.5 31.8 FCF yield (%) 1.3 2.6 6.3 5.2 5.8

EBITDA (Adj) 26,299 39,545 57,623 65,849 72,417 Dividend yield (%) 0.8 1.3 1.3 1.7 1.9

   EBITDA Margin (Adj) (%) 16.6 18.8 22.4 21.9 21.4 Payout ratio (%) 33 34 21 23 23

Depreciation -4,919 -5,641 -6,726 -7,541 -8,323 ROE (%) 20.7 25.6 32.2 28.7 25.5

Amortisation 0 0 0 0 0 Cashflow (Rsm) 2011 2012 2013E 2014E 2015E
EBIT (Adj) 21,380 33,904 50,897 58,307 64,093 EBITDA 26,299 39,545 57,623 65,849 72,417

   EBIT Margin (Adj) (%) 13.5 16.1 19.8 19.4 18.9 Working capital -4,836 -6,410 3,843 -5,866 -5,079

Net interest -544 -1,170 1,571 4,022 6,327 Other -4,808 -8,180 -12,216 -15,608 -17,506

Associates 0 0 1 0 0 Operating cashflow 16,655 24,955 49,250 44,375 49,831

Non-op/Except 0 0 0 0 0 Capex -8,598 -8,251 -9,234 -11,000 -13,000

Pre-tax profit 20,836 32,734 52,469 62,329 70,420 Net acq/disposals 1,244 -7,526 -178 0 0

Tax -4,808 -8,180 -12,217 -15,280 -17,418 Other -3,324 -1,364 -166 0 0

Extraord./Min.Int./Pref.div. 0 0 0 0 0 Investing cashflow -10,678 -17,141 -9,578 -11,000 -13,000

Reported net profit 16,028 24,554 40,252 47,049 53,002 Dividends paid -6,002 -9,706 -9,757 -12,222 -13,851

   Net Margin (%) 10.1 11.7 15.6 15.7 15.7 Financing cashflow -8,879 -5,479 -16,045 -6,015 -3,624

Core NPAT 16,028 24,554 40,252 47,049 53,002 Net change in cash -2,902 2,335 23,627 27,360 33,207

Per share data 2011 2012 2013E 2014E 2015E Free cashflow to s/holders 8,057 16,704 40,016 33,375 36,831

Reported EPS (Rs) 22.94 35.03 57.06 66.66 75.09  
Core EPS (Rs) 22.94 35.03 57.06 66.66 75.09  

DPS (Rs) 7.50 12.00 12.00 15.00 17.00  

CFPS (Rs) 23.84 35.60 69.81 62.87 70.60  

FCFPS (Rs) 11.53 23.83 56.72 47.29 52.18  

BVPS (Rs) 123.31 155.24 205.70 264.99 332.23  

Wtd avg ord shares (m) 684 691 695 696 696  

Wtd avg diluted shares (m) 699 701 705 706 706  

Growth rates 2011 2012 2013E 2014E 2015E  
Sales revenue (%) 26.2 32.6 22.4 16.8 12.7  

EBIT (Adj) (%) 7.7 58.6 50.1 14.6 9.9  

Core NPAT (%) 31.9 53.2 63.9 16.9 12.7  

Core EPS (%) 30.2 52.7 62.9 16.8 12.7  

Balance Sheet (Rsm) 2011 2012 2013E 2014E 2015E  
Cash & cash equiv. 22,409 25,450 49,812 78,084 112,191  

Accounts receivables 34,065 53,440 61,767 69,986 78,861  

Inventory 0 0 0 0 0  

Net fixed & other tangibles 22,165 24,775 27,283 30,742 35,419  

Goodwill & intangibles 41,878 49,404 49,582 49,582 49,582  

Financial & other assets 25,718 36,207 42,037 43,944 46,042  

Total assets 146,235 189,276 230,481 272,339 322,095  

Accounts payable 33,763 49,394 65,423 69,684 75,577  

Short-term debt 0 0 0 0 0  

Long-term debt 21,240 19,222 6,960 2,960 0  

Provisions & other liab 6,887 13,346 15,151 15,151 15,151  

Total liabilities 61,890 81,962 87,534 87,795 90,728  

Shareholders' equity 84,345 107,314 142,945 184,542 231,364  

Minority interests 0 0 0 0 0  

Total equity 84,345 107,314 142,945 184,542 231,364  

Net debt -1,169 -6,228 -42,852 -75,124 -112,191  

Net debt to equity (%) -1.4 -5.8 -30.0 -40.7 -48.5  
  
For further data queries on Citi's full coverage universe please contact Citi Research Data Services at CitiRsch.DataServices.Global@citi.com 
For definitions of the items in this table, please click here. 
 

https://ir.citi.com/1AdmIywXPAtstBrQAnWz3M9amzMPByIbRJqmgL%2bkN5E2FMZQGNZ2WCjqQIMCnUVNVf7KvWsxYU4%3d�
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 Revenues ahead — Q4 Revenues of $1,228 mn, were up ~3.1% qoq (Citi: 

$1,209mn; Consensus: $1,224mn). Constant currency growth of ~4% was broad-
based across Americas (~3%) and Europe (9.6%). Growth was led by 
Infrastructure services (+8.6%). Software services revenue was up 0.6%.  

 Margins surprise positively yet again — EBITDA margin at ~23.5%, up ~110 
bps qoq surprised positively yet again (Citi: 22.3%). The revenue/margin beat, 
along with higher exchange gains, boosted PAT (after non-cash charge) to 
~Rs12bn (vs. Citi at Rs10.2bn).  

Figure 1. Results Summary 
 
Rs m 4Q12 3Q13 4Q13 QoQ YoY 
Revenue ($ m) 1,080 1,191 1,228 3.1% 13.7% 
Revenue 59,191 64,246 69,442 8.1% 17.3% 
Cost of revenue 38,367 41,129 43,931 6.8% 14.5% 
Gross profit 20,824 23,117 25,511 10.4% 22.5% 
Gross margin 35.2% 36.0% 36.7% 76bp 156bp 
Operating expenses 7,815 8,725 9,223 5.7% 18.0% 
EBITDA 13,009 14,392 16,288 13.2% 25.2% 
EBITDA margin 22.0% 22.4% 23.5% 105bp 148bp 
Depreciation & amortization 1,524 1,634 1,678 2.7% 10.1% 
EBIT 11,485 12,758 14,611 14.5% 27.2% 
EBIT margin 19.4% 19.9% 21.0% 118bp 164bp 
Net other income -423 888 782 -11.9% -284.9% 
Profit before tax 11,062 13,646 15,392 12.8% 39.1% 
Income tax expense 2,525 3,249 3,299 1.5% 30.7% 
Income from operations 8,537 10,397 12,096 16.3% 41.7% 
Affiliates/Minority 4 1 0 -100.0% -100.0% 
Option Charge (net of tax) -128 -207 -118 -43.0% -7.8% 
Net profit 8,413 10,191 11,978 17.5% 42.3% 
EPS - basic  12.33 14.96 17.37 16.1% 40.9% 
EPS - diluted 12.15 14.72 17.13 16.4% 41.0%  

Source: Company Reports 

 

Figure 2. Segmental Performance 
 
 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 
HCL Tech - consolidated          
Revenue (Rs m) 43,035 46,513 52,452 52,156 59,191 60,910 62,738 64,246 69,442 
Change - qoq 5.5% 8.1% 12.8% -0.6% 13.5% 2.9% 3.0% 2.4% 8.1% 
EBITDA margin 18.5% 17.1% 18.5% 18.4% 22.0% 22.2% 22.6% 22.4% 23.5% 
Change - qoq 116bp -138bp 141bp -11bp 359bp 20bp 40bp -18bp 105bp 
IT services          
Revenue (Rs m) 30,349 32,927 37,797 37,183 41,886 41,995 42,140 42,263 44,570 
Change - qoq 4.6% 8.5% 14.8% -1.6% 12.6% 0.3% 0.3% 0.3% 5.5% 
EBITDA margin 19.5% 18.0% 19.6% 19.4% 23.3% 23.5% 23.8% 23.3% 24.4% 
Change - qoq 118bp -153bp 160bp -13bp 383bp 19bp 31bp -45bp 103bp 
Infrastructure services          
Revenue (Rs m) 10,557 11,429 12,272 12,515 14,693 16,175 17,828 19,215 21,876 
Change - qoq 10.8% 8.3% 7.4% 2.0% 17.4% 10.1% 10.2% 7.8% 13.8% 
EBITDA margin 19.7% 18.1% 19.2% 17.8% 21.0% 21.0% 21.5% 21.9% 23.3% 
Change - qoq 60bp -158bp 113bp -143bp 322bp 4bp 44bp 45bp 136bp 
BPO services          
Revenue (Rs m) 2,130 2,157 2,383 2,458 2,612 2,740 2,769 2,769 2,997 
Change - qoq -4.2% 1.3% 10.5% 3.1% 6.3% 4.9% 1.1% 0.0% 8.2% 
EBITDA margin -2.0% -1.6% -2.1% 5.6% 6.8% 9.2% 11.5% 11.6% 11.3% 
Change - qoq 118bp 40bp -56bp 775bp 120bp 242bp 225bp 11bp -35bp  

Source: Company Reports 
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 Strong cash generation — FY13 saw FCF of ~$730mn (yield of 7%+), up 
~125% yoy. Q4 cash flow from operations at $336mn is up ~35% yoy.  While 
there is some quarterly volatility (HCLT makes opportunistic payments to avail 
cash discounts), conversion at ~70% of EBITDA is healthy in the sector context.   

Figure 3. Indian IT Services – Cash conversion  

 2Q11 3Q11 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 Cumulative 
(12 quarters) 

CFO/EBITDA              
Infosys 68% 69% 50% 78% 84% 72% 71% 72% 86% 89% 82% 79% 75% 
TCS 61% 82% 57% 52% 41% 49% 66% 59% 63% 76% 73% 42% 60% 
HCL Tech 8% 57% 74% 97% 15% 70% 53% 105% 28% 96% 66% 117% 70% 
CFO/PAT              
Infosys 91% 91% 64% 98% 110% 96% 88% 93% 105% 111% 94% 100% 95% 
TCS 79% 101% 72% 66% 57% 68% 87% 77% 79% 99% 94% 55% 78% 
HCL Tech 14% 90% 114% 151% 24% 118% 85% 159% 43% 141% 92% 157% 106% 
Cash flow from Operations ($ mn)           
Infosys 341 363 256 377 454 441 409 385 451 483 419 418 4,797 
TCS 367 531 387 353 304 390 515 473 513 650 631 377 5,489 
HCL Tech 10 80 118 173 26 132 103 248 70 251 177 336 1,723 
EBITDA ($ mn)              
Infosys 499 527 512 486 542 609 578 536 523 544 514 527 6,396 
TCS 599 647 682 677 734 801 781 795 811 854 862 907 9,152 
HCL Tech 131 141 158 178 171 189 193 237 247 261 267 288 2,461 
PAT ($ mn)              
Infosys 374 397 402 384 411 458 463 416 431 434 444 418 5,032 
TCS 465 525 538 538 534 575 590 611 649 659 669 683 7,035 
HCL Tech 72 89 104 114 107 112 121 156 162 178 193 214 1,620  

Source: Company Reports, Citi Research **All calculations on company reported financials 

 
 Key Verticals — Financial services (up 5.8% in cc) and Manufacturing (+4.7%) 

led growth. Management indicated that while Telecom grew 5.9% qoq, this 
quarter was an anomaly and that broader trends in the vertical continue to be 
weak. Trends from other verticals like Media and healthcare were also steady. 

Figure 4. Revenue Metrics 
 
 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 
Service Offering          
Enterprise Application 20.9% 19.8% 20.3% 20.7% 20.8% 19.9% 19.0% 19.0% 17.7% 
Engineering and R&D 17.8% 18.6% 18.9% 18.5% 18.6% 18.1% 17.6% 17.1% 17.3% 
Custom Application 31.8% 32.4% 32.8% 32.1% 31.3% 31.0% 30.6% 29.7% 29.2% 
Infrastructure services 24.5% 24.6% 23.4% 24.0% 24.8% 26.6% 28.4% 29.9% 31.5% 
BPO 4.9% 4.6% 4.5% 4.7% 4.4% 4.5% 4.4% 4.3% 4.3% 
Geography          
Americas 54.4% 55.8% 58.8% 56.7% 56.6% 57.0% 56.9% 57.1% 57.0% 
Europe 27.1% 26.6% 26.8% 27.6% 28.0% 27.9% 28.5% 28.9% 30.5% 
ROW 18.5% 17.5% 14.4% 15.7% 15.5% 15.1% 14.6% 14.0% 12.5% 
Verticals          
Financial Services 26.0% 25.1% 25.3% 24.0% 23.8% 24.1% 25.8% 25.0% 25.3% 
Manufacturing 28.0% 29.0% 29.5% 29.0% 28.4% 27.6% 27.2% 28.4% 28.8% 
Telecom 9.1% 8.5% 8.0% 8.6% 8.0% 7.5% 7.1% 7.1% 7.3% 
Retail & CPG 7.9% 8.5% 8.8% 8.6% 8.6% 9.2% 9.0% 8.9% 8.6% 
Media, Publishing & Entertainment (MPE) 7.1% 6.8% 6.4% 6.7% 6.7% 7.0% 7.0% 6.7% 6.7% 
Lifesciences & Healthcare 7.9% 7.6% 8.6% 9.1% 10.8% 12.0% 11.9% 11.3% 11.3% 
Public Services 8.3% 8.0% 6.4% 6.8% 7.2% 6.9% 7.0% 7.7% 8.0% 
Others 5.7% 6.6% 6.9% 7.2% 6.4% 5.7% 4.8% 4.8% 4.0%  

Source: Company Reports 

 



HCL Technologies (HCLT.BO) 
31 July 2013 Citi Research

 

 5 

Figure 5. Client Metrics 
 
 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 
Client relationships          
US$1m clients 332 349 362 386 397 401 418 422 428 
US$5m clients 126 135 144 152 164 173 178 187 186 
US$10m clients 73 79 84 92 96 98 98 98 102 
US$20m clients 35 37 42 44 45 49 50 51 51 
US$30m clients 22 23 23 25 25 29 29 29 30 
US$40m clients 10 11 12 14 14 14 15 15 18 
US$50m clients 9 9 9 10 10 10 10 10 11 
US$100m clients 1 1 3 4 5 5 5 5 5 
Client concentration          
Top 5 Clients 15.4% 15.3% 15.8% 16.0% 16.4% 16.2% 15.7% 15.4% 15.4% 
Top 10 Clients 24.6% 24.1% 24.2% 24.3% 24.7% 24.5% 24.2% 24.0% 23.8% 
Top 20 Clients 35.3% 34.2% 33.9% 33.9% 34.1% 33.6% 33.3% 32.8% 33.0%  

Source: Company Reports 

 

Figure 6. Execution Metrics 
 
 4Q11 1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 
Total manpower 77,046 80,520 83,076 82,464 84,319 85,335 85,194 84,403 85,505 
Net addition 3,626 3,474 2,556 -612 1,855 1,016 -141 -791 1,102 
A. Software services          
Total manpower 50,218 53,271 54,624 54,703 55,447 55,266 53,943 52,305 51,900 
Delivery 44,991 47,950 49,223 49,284 49,739 49,453 48,098 46,503 46,213 
Support 5,227 5,321 5,401 5,419 5,708 5,813 5,845 5,802 5,687 
B. BPO services          
Total manpower 10,561 10,199 11,021 9,990 9,644 9,714 9,968 10,177 10,593 
Delivery 9,677 9,378 10,106 9,111 8,733 8,798 8,992 9,314 9,714 
Support 884 821 915 879 911 916 976 863 879 
C. Infrastructure services          
Total manpower 16,267 17,050 17,431 17,771 19,228 20,355 21,283 21,921 23,012 
Delivery 14,953 15,685 16,043 16,343 17,722 18,903 19,867 20,547 21,645 
Support 1,314 1,365 1,388 1,428 1,506 1,452 1,416 1,374 1,367 
Efforts - IT services          
Billed 106,006 110,245 115,613 118,918 121,101 124,070 124,613 125,072 126,883 
- offshore 77,333 80,171 83,831 88,318 88,762 92,104 92,518 92,865 94,703 
- onsite 28,673 30,074 31,782 30,600 32,339 31,966 32,095 32,207 32,179 
Unbilled 25,396 25,808 27,691 25,251 30,879 28,434 27,616 24,199 24,146 
Trainees 5,020 10,357 10,268 10,592 4,444 5,078 3,145 1,480 152 
Utilization - IT services          
Offshore 72.5% 69.7% 69.6% 72.2% 72.4% 74.2% 75.6% 79.0% 80.6% 
Offshore ex trainees 76.1% 76.5% 76.1% 79.0% 75.1% 77.4% 77.6% 80.0% 80.7% 
Onsite 96.2% 96.0% 95.9% 94.4% 95.7% 95.3% 97.3% 97.0% 95.4% 
Revenue Mix - IT services          
- offshore 42.7% 42.3% 42.1% 43.8% 42.8% 44.3% 44.9% 44.6% 45.4% 
- onsite 57.3% 57.7% 57.9% 56.2% 57.2% 55.7% 55.1% 55.4% 54.6% 
Attrition          
IT services - LTM 16.3% 15.8% 15.3% 14.4% 13.7% 13.4% 13.6% 14.3% 15.1% 
BPO - quarterly 9.2% 8.5% 6.1% 6.4% 7.9% 7.6% 8.7% 7.9% 6.9% 
Infrastructure services - LTM 17.0% 16.4% 17.0% 17.0% 15.0% 14.3% 13.8% 14.0% 14.5%  

Source: Company Reports 
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 Change in estimates — We incorporate the 4Q beat and our revised INR 
assumptions. We also make marginal changes to our growth/margin 
assumptions, and raise FY14-FY15E EPS by ~12-14%.  

 Maintain Buy, Raise TP to Rs1,030 — We raise our TP to Rs.1,030 (multiple 
unchanged at 15x Sept 14E earnings). HCL Tech remains one of our top picks in 
the sector. The company continued its good execution with another quarter of 
good growth, margin expansion and cashflow generation – profits came in 
significantly above consensus.  

Figure 7. Change in Estimates 
 
Change in Estimates FY13E FY14E FY15E 
Revenues (Rs mn)    
Current 257,336 300,530 338,638 
Previous 255,614 291,164 325,637 
Change (%) 0.7% 3.2% 4.0% 
    
EBITDA Margin (%)    
Current 22.7% 22.2% 21.7% 
Previous 22.4% 20.6% 20.5% 
Change (bp) 32 bp 158 bp 113 bp 
    
EPS (Rs)    
Current 57.06 66.66 75.09 
Previous 54.51 58.71 67.00 
Change (%) 4.7% 13.5% 12.1%  

Source: Citi Research Estimates 

 

Figure 8. HCL Tech – 1 year forward PE chart 
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HCL Technologies 
 
Company description 

HCL Technologies (HCLT) is the fifth-largest Indian IT services company. Founded 
in 1991, HCLT focused on Technology and R&D outsourcing before diversifying into 
enterprise applications. In the infrastructure business, it has been gradually shifting 
focus from domestic sales to global services. In BPO, it boasts strong ties with 
British Telecom. The company leverages off its extensive offshore infrastructure and 
its global network to deliver solutions across verticals including Banking, Insurance, 
Retail, Consumer, Aerospace, Automotive, Semiconductors, Telecom and Life 
Sciences. HCLT has over 500 clients across verticals and a workforce of ~85,000. 
 
Investment strategy 

We rate HCLT shares as Buy (1). HCLT has been at the forefront of pursuing large 
deals. A significant presence across IT Services, BPO and IMS has helped HCLT 
qualify for multi-year outsourcing deals. IMS, R&D and BPO service offerings 
should enable it to post strong revenue growth, although BPO is still in restructuring 
mode. The Axon acquisition has helped HCLT in filling up the gap in Enterprise 
Services, where HCLT was lagging its peers. We forecast ~13% revenue ($ terms) 
and ~15% EPS CAGRs over FY13-15E. Consistent quarterly performance and 
strong deal wins should help in its sustained rerating. 
 
Valuation 

Our target price is Rs1,030 based on ~15x Sep'14E EPS. This is higher than the 
mid-point of the 5-20x band that the stock has traded in over the past three years. 
We believe a higher multiple is justified given HCLT's improved positioning in the 
sector (in terms of sale and capabilities), better service portfolio (post Axon 
acquisition). We believe PE remains the most appropriate valuation measure given 
HCLT's profitable track record. 
 
Risks 

The key risks to our investment thesis on HCL Tech are: (1) any significant 
appreciation of the rupee against the USD/EUR/GBP; (2) a sharp slowdown in the 
US/global economy; (3) acquisition-related risks; (4) the strategy of pursuing large 
deals could have negative margin implications; (5) immigration reform is a sectoral 
risk. If any of these risk factors has a greater downside impact than we anticipate, 
the share price will likely have difficulty attaining our target price. 
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Citi Research stock recommendations include an investment rating and an optional risk rating to highlight high risk stocks. 
Risk rating takes into account both price volatility and fundamental criteria. Stocks will either have no risk rating or a High risk rating assigned. 
Investment Ratings: Citi Research investment ratings are Buy, Neutral and Sell. Our ratings are a function of analyst expectations of expected total return 
("ETR") and risk. ETR is the sum of the forecast price appreciation (or depreciation) plus the dividend yield for a stock within the next 12 months.  The 
Investment rating definitions are: Buy (1) ETR of 15% or more or 25% or more for High risk stocks; and Sell (3) for negative ETR. Any covered stock not 
assigned a Buy or a Sell is a Neutral (2). For stocks rated Neutral (2), if an analyst believes that there are insufficient valuation drivers and/or investment 
catalysts to derive a positive or negative investment view, they may elect with the approval of Citi Research management not to assign a target price and, 
thus, not derive an ETR. Analysts may place covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the 
analyst's thesis) affecting the company and / or trading in the company's securities (e.g. trading suspension). As soon as practically possible, the analyst will 
publish a note re-establishing a rating and investment thesis. To satisfy regulatory requirements, we correspond Under Review and Neutral to Hold in our 
ratings distribution table for our 12-month fundamental rating system. However, we reiterate that we do not consider Under Review to be a recommendation.  
Relative three-month ratings: Citi Research may also assign a three-month relative call (or rating) to a stock to highlight expected out-performance (most 
preferred) or under-performance (least preferred) versus the geographic and industry sector over a 3 month period. The relative call may highlight a specific 
near-term catalyst or event impacting the company or the market that is anticipated to have a short-term price impact on the equity securities of the 
company. Absent any specific catalyst the analyst(s) will indicate the most and least preferred stocks in the universe of stocks under consideration, 
explaining the basis for this short-term view. This three-month view may be different from and does not affect a stock's fundamental equity rating, which 
reflects a longer-term total absolute return expectation. For purposes of NASD/NYSE ratings-distribution-disclosure rules, most preferred calls correspond to 
a buy recommendation and least preferred calls correspond to a sell recommendation. Any stock not assigned to a most preferred or least preferred call is 
considered non-relative-rated (NRR). For purposes of NASD/NYSE ratings-distribution-disclosure rules we correspond NRR to Hold in our ratings 
distribution table for our 3-month relative rating system. However, we reiterate that we do not consider NRR to be a recommendation. 

Prior to October 8, 2011, the firm's stock recommendation system included a risk rating and an investment rating. Risk ratings, which took into account both 
price volatility and fundamental criteria, were: Low (L), Medium (M), High (H), and Speculative (S). Investment Ratings of Buy, Hold and Sell were a 
function of the Citi Research expectation of total return (forecast price appreciation and dividend yield within the next 12 months) and risk rating. Additionally, 
analysts could have placed covered stocks "Under Review" in response to exceptional circumstances (e.g. lack of information critical to the analyst's thesis) 
affecting the company and/or trading in the company's securities (e.g. trading suspension). Stocks placed "Under Review" were monitored daily by 
management and as practically possible, the analyst published a note re-establishing a rating and investment thesis. For securities in developed markets 
(US, UK, Europe, Japan, and Australia/New Zealand), investment ratings were:Buy (1) (expected total return of 10% or more for Low-Risk stocks, 15% or 
more for Medium-Risk stocks, 20% or more for High-Risk stocks, and 35% or more for Speculative stocks); Hold (2) (0%-10% for Low-Risk stocks, 0%-15% 
for Medium-Risk stocks, 0%-20% for High-Risk stocks, and 0%-35% for Speculative stocks); and Sell (3) (negative total return). For securities in emerging 
markets (Asia Pacific, Emerging Europe/Middle East/Africa, and Latin America), investment ratings were:Buy (1) (expected total return of 15% or more for 
Low-Risk stocks, 20% or more for Medium-Risk stocks, 30% or more for High-Risk stocks, and 40% or more for Speculative stocks); Hold (2) (5%-15% for 
Low-Risk stocks, 10%-20% for Medium-Risk stocks, 15%-30% for High-Risk stocks, and 20%-40% for Speculative stocks); and Sell (3) (5% or less for Low-
Risk stocks, 10% or less for Medium-Risk stocks, 15% or less for High-Risk stocks, and 20% or less for Speculative stocks). 

Investment ratings are determined by the ranges described above at the time of initiation of coverage, a change in investment and/or risk rating, or a change 
in target price (subject to limited management discretion). At other times, the expected total returns may fall outside of these ranges because of market price 
movements and/or other short-term volatility or trading patterns. Such interim deviations from specified ranges will be permitted but will become subject to 
review by Research Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made 
only after evaluating the stock's expected performance and risk. 

NON-US RESEARCH ANALYST DISCLOSURES 
Non-US research analysts who have prepared this report (i.e., all research analysts listed below other than those identified as employed by Citigroup Global 
Markets Inc.) are not registered/qualified as research analysts with FINRA. Such research analysts may not be associated persons of the member 
organization and therefore may not be subject to the NYSE Rule 472 and NASD Rule 2711 restrictions on communications with a subject company, public 
appearances and trading securities held by a research analyst account. The legal entities employing the authors of this report are listed below: 

Citigroup Global Markets India Private Limited Surendra Goyal, CFA; Rishi V Iyer 

OTHER DISCLOSURES 

The subject company's share price set out on the front page of this Product is quoted as at 31 July 2013 10:58 AM on the issuer's primary market. 

For securities recommended in the Product in which the Firm is not a market maker, the Firm is a liquidity provider in the issuers' financial instruments and 
may act as principal in connection with such transactions. The Firm is a regular issuer of traded financial instruments linked to securities that may have been 
recommended in the Product. The Firm regularly trades in the securities of the issuer(s) discussed in the Product. The Firm may engage in securities 
transactions in a manner inconsistent with the Product and, with respect to securities covered by the Product, will buy or sell from customers on a principal 
basis. 

Securities recommended, offered, or sold by the Firm: (i) are not insured by the Federal Deposit Insurance Corporation; (ii) are not deposits or other 
obligations of any insured depository institution (including Citibank); and (iii) are subject to investment risks, including the possible loss of the principal 
amount invested. Although information has been obtained from and is based upon sources that the Firm believes to be reliable, we do not guarantee its 
accuracy and it may be incomplete and condensed. Note, however, that the Firm has taken all reasonable steps to determine the accuracy and 
completeness of the disclosures made in the Important Disclosures section of the Product. The Firm's research department has received assistance from 



HCL Technologies (HCLT.BO) 
31 July 2013 Citi Research
 

 10 

the subject company(ies) referred to in this Product including, but not limited to, discussions with management of the subject company(ies). Firm policy 
prohibits research analysts from sending draft research to subject companies. However, it should be presumed that the author of the Product has had 
discussions with the subject company to ensure factual accuracy prior to publication. All opinions, projections and estimates constitute the judgment of the 
author as of the date of the Product and these, plus any other information contained in the Product, are subject to change without notice. Prices and 
availability of financial instruments also are subject to change without notice. Notwithstanding other departments within the Firm advising the companies 
discussed in this Product, information obtained in such role is not used in the preparation of the Product. Although Citi Research does not set a 
predetermined frequency for publication, if the Product is a fundamental research report, it is the intention of Citi Research to provide research coverage of 
the/those issuer(s) mentioned therein, including in response to news affecting this issuer, subject to applicable quiet periods and capacity constraints. The 
Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security. Any decision to purchase 
securities mentioned in the Product must take into account existing public information on such security or any registered prospectus. 

Investing in non-U.S. securities, including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the 
reporting requirements of the U.S. Securities and Exchange Commission. There may be limited information available on foreign securities. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices and requirements comparable to those in the U.S. Securities of 
some foreign companies may be less liquid and their prices more volatile than securities of comparable U.S. companies. In addition, exchange rate 
movements may have an adverse effect on the value of an investment in a foreign stock and its corresponding dividend payment for U.S. investors. Net 
dividends to ADR investors are estimated, using withholding tax rates conventions, deemed accurate, but investors are urged to consult their tax advisor for 
exact dividend computations. Investors who have received the Product from the Firm may be prohibited in certain states or other jurisdictions from 
purchasing securities mentioned in the Product from the Firm. Please ask your Financial Consultant for additional details. Citigroup Global Markets Inc. 
takes responsibility for the Product in the United States. Any orders by US investors resulting from the information contained in the Product may be placed 
only through Citigroup Global Markets Inc. 

The Citigroup legal entity that takes responsibility for the production of the Product is the legal entity which the first named author is employed 
by.  The Product is made available in Australia through Citi Global Markets Australia Pty Ltd. (ABN 64 003 114 832 and AFSL No. 240992), participant of 
the ASX Group and regulated by the Australian Securities & Investments Commission.  Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is 
made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 004 325 080 and AFSL 238098). Citigroup Pty 
Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and relationship managers.  If there is any 
doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private Bank in Australia.  Citigroup 
companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available in Brazil by 
Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, APIMEC - 
Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global 
Markets (Canada) Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 
2M3.  This product is available in Chile through Banchile Corredores de Bolsa S.A., an indirect subsidiary of Citigroup Inc., which is regulated by the 
Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. Research which relates to "securities" (as defined in the Securities and Futures Ordinance (Cap. 571 of the Laws 
of Hong Kong)) is issued in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Limited which takes full responsibility for its content. Citigroup 
Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission. If the Research is made available through Citibank, N.A., Hong 
Kong Branch, for its clients in Citi Private Bank, it is made available by Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong. Citibank 
N.A. is regulated by the Hong Kong Monetary Authority. Please contact your Private Banker in Citibank N.A., Hong Kong, Branch if you have any queries on 
or any matters arising from or in connection with this document.  The Product is made available in India by Citigroup Global Markets India Private Limited, 
which is regulated by Securities and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia 
through PT Citigroup Securities Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any 
copy hereof may be distributed in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with 
applicable capital market laws and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been 
registered with the Capital Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, 
and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which 
constitute an offer within the meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, 
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Securities Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association 
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contact CGMM at Level 43 Menara Citibank, 165 Jalan Ampang, 50450 Kuala Lumpur, Malaysia in respect of any matters arising from, or in connection with, 



HCL Technologies (HCLT.BO) 
31 July 2013 Citi Research
 

 11 

the Product.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero 
Banamex ("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. 
Juarez, 06600 Mexico, D.F.  In New Zealand the Product is made available to ‘wholesale clients’ only as defined by s5C(1) of the Financial Advisers Act 
2008 (‘FAA’) through Citigroup Global Markets Australia Pty Ltd (ABN 64 003 114 832 and AFSL No. 240992), an overseas financial adviser as defined by 
the FAA, participant of the ASX Group and regulated by the Australian Securities & Investments Commission. Citigroup Centre, 2 Park Street, Sydney, NSW 
2000.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and Securities 
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Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
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Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other 
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on 
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Reuters and Datastream. 

© 2013 Citigroup Global Markets Inc. Citi Research is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are trademarks and service 
marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, duplication, 
redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of the Product on 
a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information contained in the 
Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this report, MSCI sourced 
information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or 
related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness 
for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third 
party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan Stanley Capital 
International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of third parties. The 
Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, 
the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the Firm takes no 
responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or hyperlink 
(including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site 
does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your 
own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
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