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HCL Technologies

Sector: Computers - Software & Consulting

= About HCL Technologies

HCL Technologies Limited is one of India's largest and most respected information technology
companies, headquartered in Noida, Uttar Pradesh. Founded in 1976 by Shiv Nadar, HCL has grown
from a hardware startup into a global technology powerhouse with operations spanning over 60
countries and a workforce exceeding 2,27,000 professionals worldwide.

The company operates through three integrated business segments: IT and Business Services
(ITBS), which covers application development, infrastructure management, and digital
transformation; Engineering and R&D Services (ERS), which serves industries like aerospace,
automotive, and semiconductors; and HCLSoftware, a high-margin products division offering
enterprise software solutions in cybersecurity, data analytics, and automation.

HCL Technologies has built deep relationships with over 300 Fortune 500 companies, making it a
mission-critical partner rather than a commodity vendor. Its consistent dividend track record, strong
free cash flow generation, and founder-led management have made it a favourite among
institutional and retail investors alike. In the Indian IT landscape, HCLTech stands as a formidable
third pillar alongside TCS and Infosys. &

@» Official website: HCL Technologies Official Website

£” Expansion Plans

HCL Technologies has articulated an ambitious multi-year growth roadmap that touches every
dimension of its business — geographies, capabilities, partnerships, and technology bets. Here's
what the company's strategic direction looks like heading into 2026 and beyond:

® | Generative Al at Scale: HCLTech has committed over $1 billion to Al and cloud capabilities
over the next few years. Its Al Force platform and Al Foundry offerings are being actively
marketed to global enterprise clients seeking to embed GenAl into their workflows, customer
service, and software engineering pipelines.

* @ Geographic Expansion: The company is aggressively building out its presence in high-growth
markets including the Middle East, Southeast Asia, and Japan. New delivery centres have been
announced in Saudi Arabia and the UAE in alignment with Vision 2030 spending programmes,
while Japan remains a focus given the country's massive digitisation need.

® . Strategic Partnerships: HCLTech has deepened alliances with hyperscalers like Microsoft
Azure, Google Cloud, and AWS, positioning itself as a preferred implementation and managed
services partner. These partnerships are expected to generate significant joint go-to-market
revenue over the next 24-36 months.
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Lz Engineering R&D Services (ERS) Growth: As global automotive and semiconductor industries
invest heavily in software-defined vehicles, chip design, and embedded systems, HCLTech's ERS
segment is uniquely positioned to benefit. New contracts in electric vehicle software and
semiconductor IP design have already been announced.

® & HCLSoftware Scale-Up: The software products segment continues to be repositioned as a
SaaS-first business, improving revenue predictability and margins. New product launches in the
data security and Al operations space are expected to accelerate subscription revenue growth.

®* & Talent & Campus Expansion: HCLTech plans to expand its global delivery centres in India
(Lucknow, Chennai, Vijayawada) and hire fresh engineering graduates in large numbers,
maintaining cost efficiency while scaling capacity for new deal ramp-ups.

Taken together, these expansion levers suggest HCL Technologies is not resting on its laurels — it is
actively reshaping itself for the next decade of enterprise technology spending. «*

4 Key Positives

® 1 Near-Debt-Free Balance Sheet: With a D/E ratio of just 0.04, HCLTech is essentially a debt-
free company. This means the business generates capital entirely on the strength of its
operations — not borrowed money — and has enormous financial flexibility to invest, acquire, or
return capital to shareholders.

* ] Exceptional Capital Efficiency: A ROCE of 53.4% and ROE of 40.6% are extraordinary
metrics for a company of this scale. These numbers confirm that every rupee of capital deployed
generates disproportionately high returns — the hallmark of a true economic moat.

® 1 Promoter Conviction: Promoter holding stands at a robust 60.88% with zero pledging,
signalling complete alignment between the founding family and minority shareholders. High
promoter skin-in-the-game is one of the strongest qualitative signals in Indian equity research.

® 1 Three-Engine Business Model: Unlike pure-play IT services companies, HCLTech's
diversification across IT services, engineering R&D, and software products gives it multiple
revenue drivers. The HCLSoftware segment, in particular, commands higher margins and better
revenue visibility through multi-year licensing contracts.

® [ Consistent Dividend Track Record: HCLTech has been one of the most generous dividend
payers in the Indian IT sector, with a high payout ratio backed by strong free cash flows. This is
especially attractive for long-term wealth compounders and institutional holders.

® [ Large Deal Momentum: The company has consistently reported strong total contract value
(TCV) in large deal wins — often in the range of $2-3 billion per quarter — providing excellent
revenue visibility for the next 18-24 months.

® ] Resilient Margins: Despite wage pressures and global macro uncertainty, HCLTech has
demonstrated the ability to defend and expand its EBIT margins through pyramid optimisation,

automation, and offshore delivery leverage.
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® 1 Al Readiness: HCLTech's early and sustained investment in Al — through its Al Force
platform, partnerships with Microsoft and Google, and dedicated Al labs — positions it ahead of
many peers in capturing the next wave of enterprise technology spending. &

A, Key Concerns

® 1, Geographic Concentration Risk: A significant portion of revenues come from North America
and Europe. Any demand slowdown in these regions — due to recession fears, banking sector
stress, or tech-sector belt-tightening — could directly impact growth.

® 1, Talent Retention Challenges: Attrition in the IT sector remains structurally elevated. Losing
key talent — especially in specialised areas like Al, cloud, and semiconductor design — can affect
delivery quality and client satisfaction.

® i, Valuation Premium: At a PE of 19.9 and a market price above the calculated intrinsic value,
the stock currently trades at a premium. New investors must assess whether the growth runway
justifies entry at current levels.

® i, Rupee Appreciation Risk: As a major IT exporter, HCLTech earns largely in USD and EUR. A
strong rupee can compress revenue and margins when translated back to INR, creating periodic
earnings headwinds.

® 1, Al Disruption Double-Edge: While HCLTech is investing in Al, the same technology has the
potential to automate significant portions of traditional IT services work, compressing billable

headcount and industry pricing over the long term.

@, SWOT Analysis

HCL Technologies enters 2026 from a position of considerable strength. Its near-zero debt,
outstanding capital efficiency, and diversified business model form a solid competitive foundation
that few IT peers can match. The company's founder-led culture, strategic Al investments, and deep
enterprise relationships represent durable moats. However, weaknesses such as geographic revenue
concentration and wage inflation warrant attention. Exciting opportunities lie in Al-driven
transformation, cloud migration, and emerging market expansion. Yet threats from currency
volatility, intensifying competition, and potential Al-led commaoditisation of services are real and
must be monitored closely by investors. [4

i® STRENGTHS

® Strong revenue diversification across IT services, engineering R&D, and HCLSoftware products
® Robust balance sheet with near-zero debt (D/E of 0.04) and exceptional ROCE of 53.4%

® High promoter holding of 60.88% signals strong founder confidence and alignment

®* Long-term annuity-based revenue through multi-year managed services and software contracts
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®* Heavy revenue concentration in North America and Europe exposes company to macroeconomic

slowdowns in those regions
®* Wage inflation and high attrition in the IT sector compress margins and increase hiring costs

®* HCLSoftware segment still maturing and yet to demonstrate consistent high-growth trajectory

£ OPPORTUNITIES

® Accelerating enterprise Al adoption and GenAl integration creating large new deal pipelines

® Cloud migration and digital transformation spending by global enterprises remains multi-year
tailwind

® Expansion into APAC and Middle East markets offers meaningful untapped revenue opportunity

@ THREATS

® Rising protectionist visa and immigration policies in the US and UK affecting offshore delivery
models

® Intense competition from TCS, Infosys, Wipro, Accenture, and emerging Al-native service
providers

® Currency headwinds from a strengthening Indian rupee or weak USD/EUR could impact

reported revenues

* 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 commendable revenue growth trajectory over the past five years,
scaling from approximately 85,651 crore in FY22 to an estimated %1,30,500 crore in FY26E —
reflecting a healthy 3-year revenue CAGR of approximately 11-12%. Net profit has similarly
expanded from 11,352 crore in FY22 to an estimated 318,800 crore in FY26E, demonstrating
consistent margin discipline even through a challenging global macro environment. The company's
ability to grow both the top line and bottom line simultaneously underscores the quality and

scalability of its business model. &

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

accurate.

@ Risk Factors

* @ Macroeconomic Slowdown in Key Markets: A recession in the US or EU — HCLTech's two
largest revenue geographies — could cause clients to defer or cancel large IT transformation
projects, directly impacting deal volumes and revenue growth.

* @ Immigration and Visa Policy Risk: Restrictive H-1B and UK work visa policies increase onsite
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delivery costs and can disrupt project staffing, particularly for clients that require significant on-
site presence.

* @ Technology Obsolescence Risk: Rapid shifts in enterprise technology (e.g., the move to
cloud-native, Al-first architectures) could render portions of HCLTech's legacy service offerings
less relevant, requiring continuous and costly capability reinvention.

* @ Client Concentration Risk: While HCLTech serves hundreds of clients, a significant share of
revenues may be concentrated among its top 20-30 accounts. Loss or renegotiation of a major
contract could have an outsized impact on quarterly results.

* @ Cybersecurity & Data Privacy Risk: As a custodian of sensitive enterprise data for hundreds
of Fortune 500 clients, any significant cybersecurity breach could result in reputational damage,
client churn, and regulatory penalties.

* @ Currency and Hedging Risk: While HCLTech has a robust hedging programme, unexpected
and sustained currency movements — particularly a sharp INR appreciation against USD — can
materially impact reported revenues and earnings.

* @ Competitive Pricing Pressure: Global System Integrators (Accenture, IBM), pure-play IT firms
(TCS, Infosys), and emerging Al-native boutiques are all competing aggressively on pricing, which
may compress deal margins over time.

lal Value Investing Snapshot

Market Price (%) 1,332 )

Market Cap (X Cr) ¥3,61,325Cr @

PE Ratio 19.9x €

PB Ratio 14.0x €

Intrinsic Value (%) 3927 @ (Market Price above IV — currently overvalued)
D/E Ratio 0.04 ©

ROE (%) 40.6% @

ROCE (%) 53.4% @

Revenue CAGR (3Y) ~11% @ *Estimated
Profit CAGR (3Y) ~10% © *Estimated
Promoter Holdings (%) 60.88% €

Pledging (%) N/A @

& *Revenue CAGR and Profit CAGR are analyst estimates based on publicly available financial data and

company disclosures. All other metrics are sourced from verified financial filings and live market data.

Legend: @ Green = Strong/Attractive | © Yellow = Moderate | @ Red = Weak/Caution Mkt
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Cap: @ <%10,000Cr @€ 10,000 Cr - ¥1,00,000 Cr @ > %1,00,000 Cr (1 lakh crore)

2 About Futurecaps

Futurecaps is a SEBI-registered investment research platform trusted by thousands of retail
investors across India. Our team of experienced analysts combines rigorous fundamental research
with value investing principles to identify high-conviction multibagger opportunities before the
crowd discovers them. We believe that every retail investor deserves access to institutional-quality
research — presented in plain, jargon-free language. Whether you are a first-time investor or a
seasoned market participant, Futurecaps is your trusted partner in building long-term wealth
through disciplined, data-driven investing. Join our growing community today! £

. About Value Investing

Value investing is the time-tested investment philosophy popularised by Benjamin Graham and
Warren Buffett — the idea that buying great businesses at prices significantly below their intrinsic
value creates a margin of safety that protects capital while maximising long-term returns. The core
insight is simple: price is what you pay, value is what you get. When markets misprice quality
businesses due to short-term fear or noise, patient investors can buy at a discount and compound
wealth over time. To calculate the intrinsic value of any stock yourself, use the Futurecaps Intrinsic
Value Calculator — it's free and takes less than a minute! @&

fial Profit & Loss

HCL Technologies revenue grew from X85.7K Cr (FY22) to X130.5K Cr (FY26E), a 11% CAGR. Net profit
expanded from X11.4K Cr to ¥18.8K Cr (13% CAGR), reflecting strong operating leverage.

M Fevenus M hlat Profit
143.6K

57 AK

287K

[=]

Frad Frad Fraa Frag FY26E
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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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