That’s IT! Cos Say Books
to be Better this Quarter

After a disastrous
March quarter, big
IT sees currency
tailwindsin Q1
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Bengaluru | Mumbai: After a di-
sastrous show in the March quarter
that spooked investors, India’s top
software firms led by Tata Consul-
tancy Services (TCS) and Infosys
will be looking to post robust num-
bers during the seasonally strong
April-June period, aided in slightly
by currency tailwinds, according to
top brokerages tracking India’s
$146-billion information technolo-
gy sector.

Despite Tech Mahindra’s surprise
profit warning that led to investors
pulling the company’s stock down
by 7% on Monday, analysts onan av-
erage expect other top firms to put
up a much-improved show in the
June quarter, when clients typical-
ly ramp up technology budgets.

TCS is widely expected to lead the
earningspack with sequentialreve-
nue growth of about4% and Infosys
is forecast to report an improved
showing. Wipro has already
warned of a slow start to the year,
and analysts said the company
would find ithard toregain momen-
tum duringthe rest of the year.
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ICICI Securities estimates the rev-
enue of the top five Indian IT ven-
dorsto grow 2.6% fromthe previous
quarter and 7.6% from a year earli-
er in US dollars. “Excluding Tech
Mahindra, we expect the revenue
growthtobe3% Q-0-Qand 7% Y-o0-Y.
This is broadly in line with the Q-
0-Q growth of 2.8% and 3.4% for the
top four vendors in Q1 of FY14 and
FY15, respectively,” analyst Kul-
deep Koul wrote inareport.

On an average, Infosys and HCL
Technologies are expected to post
sequentialrevenue growthof about
3%, while Wiprohasguided itsreve-
nue growth torange between a neg-
ative 0.5% and positive 1% on a con-
stant currency basis. US-based
Cognizant, which has most of its

2,17,000-odd employees in India, has

forecast a 3.4% sequential revenue

expansion for the June quarter.
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earnings cally guarantee a
pack with better quarter for
sequential India’s top software
revenue . services firms, giv-
growth of en their divergent
about 4% performances in re-
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“The usual buzz of the June quar-
ter isdefinitely missing this time —
1 don’t think we should expect any
blockbuster numbers, given that

there haven’t been too many large
deal'signings over the last few quar-
ters,and alsoclientsingeneral have
beentight with budgets,” said anIn-
dia-based analyst at a top multina-
tional brokerage. Duringthe March
quarter, the likes of Infosys, TCS
and Wipro posted their worst quar-
terly results in the past five years,
hurt mainly by cross-currency flue-
tuations. Unlike the March quarter,
however, companiesareexpectinga
small lift from currency fluctu-
ations, given the rupee’s weakness
against the dollar. Since these com-
panies get most of their revenue
from exports, a stronger dollar
means morerevenue inrupees.

During the April-June period, the
rupeedepreciatedaround2.2% ona
quarter closing basis.

Expertsalso pointed out that some
of the initiatives taken by compa-
nies like Infosys to improve client
mining may takea whiletoreflectin
actual numbers. “At Infosys, reve-
nue from an average top-10 account
has not increased in nearly two
years. Among Indian IT, we believe
only TCS (to alesser extent, TechM)
has displayed an ability to mine ac-
counts consistently. Infosys’ recent
initiatives (Lodestone Consultants
attop-200 and oversight on top-15by
CEOQ’s office) indicate that focus is
increasing,” said Sandeep Muthan-
giof IIFL Institutional Equitiesina
June 17 note. However, as seen in
case of firms such as Wipro, sales
initiatives alone may not guarantee
account mining, he said.



