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HCL Technologies

Sector: Computers - Software & Consulting

= About HCL Technologies

HCL Technologies Limited is one of India's most respected and globally recognised information
technology companies, headquartered in Noida, Uttar Pradesh. Founded in 1976 by Shiv Nadar as a
hardware company, HCL has evolved over five decades into a 1.1 lakh crore+ revenue enterprise
delivering end-to-end digital transformation services to Fortune 500 and global 2000 companies.

The company operates across three powerful business segments: IT and Business Services (ITBS),
Engineering and R&D Services (ERS), and HCL Software. This three-pillar model makes HCL
uniquely differentiated from pure-play IT services peers, offering a rare blend of services,
engineering depth, and high-margin software products.

HCL serves clients across industries including BFSI, manufacturing, healthcare, retail, telecom, and
life sciences — spread across 60+ countries with over 220,000 employees globally. Its flagship
software products, including BigFix, Unica, Domino, and Volt MX, generate annuity-like recurring
revenues that add resilience to the business model. With a strong promoter pedigree, consistent
dividend payouts, and a clean balance sheet, HCL Technologies has cemented its position as a top-
tier large-cap IT compounder for long-term investors. &

@» Official website: HCL Technologies Official Website

#” Expansion Plans

HCL Technologies is aggressively positioning itself at the intersection of Artificial Intelligence,

Cloud, and Digital Engineering — three of the most lucrative technology spending categories for the

next decade. Here's what the company's strategic roadmap looks like heading into 2026 and

beyond:

® (= Al & GenAl Practice: HCL has launched its Al Force platform — a proprietary generative Al-
powered development accelerator designed to reduce software delivery timelines by up to 40%.
The company is actively co-investing with clients on Al-led transformation journeys, especially in

BFSI and manufacturing.

. Cloud-Native Services: HCL is scaling its hyperscaler partnerships with Microsoft Azure,
AWS, and Google Cloud. The company aims to migrate a significant portion of enterprise
workloads to cloud-native architectures over the next 3 years, driving meaningful deal sizes.

* @ Geographic Expansion: While North America remains the largest market (~65% of revenue),
HCL is doubling down on Europe and Asia-Pacific. New delivery centres are being established in

Germany, Japan, and the UAE to tap local market demand and reduce currency risk.

®* & HCL Software Growth: The software segment — often underappreciated — contributes over
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8% of revenues at significantly higher margins (~30%+). HCL is investing in cloud-enabling its
legacy software portfolio (Domino, BigFix, Unica) and expanding SaaS-based licensing models to
boost recurring revenue quality.

® 'z Engineering R&D (ERS): As global OEMs invest in electric vehicles, semiconductor design,
and connected devices, HCL's engineering arm is a direct beneficiary. HCL is building specialized
capabilities in VLSI design, embedded systems, and digital twins.

® . Strategic Acquisitions: HCL has a track record of targeted acquisitions (e.g., IBM software

products in 2019). Management has signalled openness to bolt-on acquisitions in cybersecurity,
data analytics, and industry-specific SaaS to accelerate capability gaps.

These diversified growth vectors make HCL's expansion story compelling — not dependent on any
single trend, but riding multiple secular technology tailwinds simultaneously. £

4 Key Positives

® [ Triple-Engine Business Model: The combination of IT services, engineering R&D, and
software products gives HCL a uniquely diversified and resilient revenue mix. This reduces
volatility and smoothens growth even during macro uncertainty.

® 1 Exceptional Capital Efficiency: With a ROCE of 53.4% and ROE of 40.6%, HCL generates
outstanding returns on shareholder capital — a hallmark of businesses with durable competitive
advantages.

® 1 Nearly Debt-Free Balance Sheet: A D/E ratio of just 0.04 means HCL carries virtually no
financial leverage risk. This gives the company flexibility to fund growth, acquisitions, and
shareholder returns from internal accruals.

® ] Strong Promoter Conviction: Promoters hold 60.88% stake with zero pledging — a powerful
signal of long-term commitment and aligned interests with minority shareholders.

® [} Consistent Dividend Payouts: HCL Technologies has a strong track record of generous

dividend distributions, making it attractive for income-seeking investors alongside capital
appreciation.

® 1 Al Readiness: Unlike peers still exploring Al strategy, HCL has already deployed GenAl tools
internally and within client environments, giving it a first-mover advantage in Al-augmented
delivery.

® [ Large Deal Pipeline: HCL consistently reports $2-3 billion in new deal wins per quarter,
reflecting robust demand for its services and a healthy revenue visibility runway.

* 1 Margin Resilience: EBIT margins have been consistently maintained in the 18-19% band,

demonstrating excellent operational discipline despite wage inflation and currency headwinds.

* ] Global Delivery Excellence: With delivery centres across India, Europe, Americas, and APAC,
HCL offers clients a truly global-local model, reducing risk and improving service quality.
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A, Key Concerns

® 1, Valuation Premium: At a market price of 31,325 versus a calculated intrinsic value of X927,
the stock trades at a ~43% premium to its fair value, leaving limited margin of safety for value-
focused investors.

® 1. Geographic Concentration: Heavy dependence on the US market (~65% revenue) exposes
HCL to demand slowdowns, currency swings, and visa/immigration policy risks.

® 1, Wage Inflation Pressure: Rising talent costs in India and globally could squeeze margins if
revenue growth slows, especially in a competitive hiring environment.

® i, Slower Growth vs. Mid-Caps: With an EPS growth estimate of ~10%, HCL may
underperform high-growth mid-cap IT peers on pure earnings momentum metrics.

® 1, Integration Risk: Ongoing integration of acquired software products and client accounts

carries execution risk that could temporarily impact profitability.

@, SWOT Analysis

HCL Technologies enters 2026 from a position of considerable strength — its diversified three-
segment model, fortress balance sheet, and Al-first strategy form a powerful moat. The company's
near-zero debt and exceptional return ratios (ROCE 53.4%, ROE 40.6%) underscore operational
excellence. However, geographic concentration in the US and a stock price trading well above
intrinsic value are notable weaknesses. The opportunity landscape is rich — GenAl adoption, cloud
migration, and EV-driven engineering demand are multi-year tailwinds. Key threats include
intensifying competition from global IT majors and macro-driven demand slowdowns in core
Western markets. |
STRENGTHS
® Diversified revenue streams across IT services, engineering R&D, and HCL Software products
® Strong promoter holding of ~61% signals high conviction and stability
® Exceptional ROCE of 53.4% and ROE of 40.6% reflect capital-efficient operations

® Near-zero debt (D/E of 0.04) with robust free cash flow generation

LN
® Stock trading at significant premium to intrinsic value, limiting margin of safety
® High dependence on US and European markets creates geographic concentration risk

® Slower EPS growth rate (~10%) compared to mid-cap IT peers

#° OPPORTUNITIES

® Accelerating enterprise demand for Al, generative Al, and cloud migration services

® Expansion into BFSI, healthcare, and manufacturing verticals in Asia-Pacific
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®* Growing HCL Software product segment offering higher-margin, recurring revenues

@ THREATS
®* |Intensifying competition from TCS, Infosys, Wipro, and global players like Accenture
® |NR appreciation and global macro slowdown compressing dollar-revenue realizations

® Regulatory and visa restrictions in key markets (US H-1B, UK immigration policy)

* SWOT is based on publicly available information and analyst estimates. Not a buy/sell

recommendation.

24 Profit & Loss (Last 5 Years)

HCL Technologies has delivered a steady and consistent revenue growth trajectory over the past
five fiscal years, scaling from approximately 85,651 crore in FY22 to an estimated X1,31,200 crore
in FY26E — a healthy ~11% revenue CAGR. Net profit has similarly compounded from 311,352
crore to an estimated 18,800 crore over the same period, reflecting strong margin discipline and
operating leverage as the business scales. The consistent profit growth underscores HCL's ability to
convert revenue gains into shareholder value effectively. (5

* Estimated figures in X Crores. Source: Annual reports & public disclosures. Not guaranteed to be

accurate.

@ Risk Factors

* @ US Recession Risk: A significant slowdown in the US economy — HCL's largest market —
could lead to IT budget freezes and project deferrals, directly impacting revenue growth.

* @ Currency Volatility: Since the majority of revenues are earned in USD and GBP, a sharp
appreciation of the Indian Rupee would erode reported earnings in INR terms.

* @ Talent Attrition: The IT industry is inherently people-dependent. Elevated attrition rates can
disrupt project delivery, increase recruitment costs, and harm client relationships.

* @ Visa and Immigration Restrictions: Tightening H-1B visa rules in the US or immigration
restrictions in the UK and Europe could increase onsite delivery costs and limit talent mobility.

* @ Cybersecurity Threats: As a technology services provider, HCL faces the risk of data
breaches, ransomware attacks, or IP theft — events that could trigger reputational and financial
damage.

* @ Client Concentration: Loss or significant downsizing by any top 10 client could create a
meaningful revenue gap in the short term.

* @ Disruptive Technology: Rapid advances in Al-powered automation and low-code platforms

could reduce the demand for traditional IT services headcount, pressuring volume-based revenue
models.
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* @ Regulatory Compliance: Operating in 60+ countries exposes HCL to evolving data privacy

regulations (GDPR, DPDP Act in India) that may increase compliance costs.

1l Value Investing Snapshot

Here is a quick-glance fundamental scorecard for HCL Technologies based on our verified research
data as of 2026:

Market Price (X) 1,325 ©) Fairly / Premium Valued

PE Ratio 19.7x _) Moderate

PB Ratio 13.9x T} Moderate-High

Intrinsic Value (%) 3927 @ Stock Overvalued vs IV

D/E Ratio 0.04 © Excellent (Near Zero Debt)
ROE (%) 40.6% © Exceptional

ROCE (%) 53.4% € Outstanding

Revenue CAGR (3Y) * ~11% € Healthy Growth

Profit CAGR (3Y) * ~12% © Consistent Compounding
Promoter Holdings (%) 60.88% © Strong Promoter Confidence

Pledging (%) N/A @

No Pledging Risk

* Revenue CAGR (3Y) and Profit CAGR (3Y) are analyst estimates based on publicly available
financial trends and may vary from audited figures.

Legend: @ Green = Strong / Attractive | € Yellow = Moderate | @ Red = Weak / Caution

. Intrinsic Value Note: The intrinsic value of X927 is calculated using the Benjamin Graham
formula: IV = EPS x (8.5 + 2G) x 6% / 8%, where EPS = X43.35 and G = 10%. At the current market
price of X1,325, the stock trades at a ~43% premium to its intrinsic value. Value investors should
watch for price corrections or improved earnings growth before initiating a full position. Want to run

your own calculations? Use the Futurecaps Intrinsic Value Calculator. [

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform dedicated to empowering India's
retail investors with institutional-quality stock research. Our team of experienced analysts combines
fundamental value investing principles with rigorous financial modelling to identify multibagger
opportunities before they become mainstream. Trusted by thousands of individual investors across
India, Futurecaps cuts through the noise to deliver clear, actionable, and unbiased research on high-
potential Indian equities. Whether you are a seasoned investor or just starting your wealth-creation
journey, Futurecaps is your trusted partner in building long-term financial freedom. @& /£
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. About Value Investing

Value investing is the time-tested strategy of buying great businesses at prices below their intrinsic
worth — popularised by Benjamin Graham and perfected by Warren Buffett. The core idea is simple:
the stock market occasionally misprices good companies, and patient investors who identify these
gaps and hold with conviction are richly rewarded over time. Key metrics like PE ratio, ROCE, ROE,
debt levels, and promoter holding help assess whether a stock offers a margin of safety. Ready to
calculate what a stock is truly worth? Try the Futurecaps Intrinsic Value Calculator — free and easy
to use! &)

fial Profit & Loss

HCL Technologies revenue grew from X85.7K Cr (FY22) to X131.2K Cr (FY26E), a 11% CAGR. Net profit
expanded from X11.4K Cr to X18.8K Cr (13% CAGR), reflecting strong operating leverage.

Rayvam

Zverue M Het Profit
1443K
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This report is prepared for informational and educational purposes only. It does not constitute
investment advice, a solicitation, or a recommendation to buy or sell any securities. Futurecaps.com
is a SEBI-registered investment advisor. Investing in equities involves risk, including possible loss of
principal. Past performance is not indicative of future results. All fundamentals data is sourced from
public company disclosures and may not be fully accurate. Please consult your SEBI-registered

financial advisor before making any investment decision.
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Our SEBI-registered analysts have identified a hidden-gem multibagger stock with
strong fundamentals, high ROCE, and significant upside potential. Get the full research

report — completely FREE.
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