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Bengaluru: India’s export-orien-
tedIT servicessectorisexpectedto
report steady growth for the July-
September quarter, driven by favo-
urable currency rates, improved
demand and large deal wins that
have helped extend its recovery.

Tata Consultancy Services
(TCS), the country’s largest soft-
ware exporter, is expected to re-
portthestrongest second-quarter
numbers, accordingto analysts.

Other top-tier IT services com-
panies including Infosys and
HCL Technologies, too, are expec-
ted to report steady growth follo-
wingarevival indemand.

“The usual second-quarter sea-
sonal strength, coupled with the
benefits from a favourable cur-
rency, is likely to drive a continu-
ed recovery for the technology
sector. Margins... would be uplif-
ted by the depreciation in the ru-
pee versus the US dollar, while al-
so getting support from the im-
proving performance,” wrote
Gautam Duggad, head of rese-
arch at brokerage Motilal Oswal.

“We expect Tier 1IT vendors to
showasteadyexecution in (the se-
cond quarter). Constant curren-
cyrevenue growth for the quarter
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IT Cos May Put Up Good Q2 Show
on Falling Rupee, Better Demand

POSITIVE OUTLOOK Tier 1 tech firms such as TCS, Infosys and HCL expected to post a steady growth
driven by favourable currency rates, large deals that have contributed to sector’s recovery

Recovery Drive
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Infosys 2,906 2,831
Wipro 2,028 2,026
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IT INDUSTRY WILL
look for signs
of recovery in
the banking and
financial services
segment

would be in the band of 0.7-3.5%
(quarter-on-quarter). TCS to re-
portthestrongest growth; Tech M
the weakest,” wrote Madhu Babu
of Prabhudas Lilladher.

“We expect cross-currency mo-
vements to be a headwind of 90-
150 basis points for Tier 1IT ven-
dors (based on the mix of revenu-
es). Hence, reported USD revenu-
es would grow by (0.8)-2.2% quar-
ter-on-quarter,” wrote Babu.

TheIT industry will look for signs
of recovery in the banking and fi-
nancial services (BFSI) segment.

TCS, which will begin the IT sec-
tor’s quarterly results season on
October 11, and its Bengaluru-ba-
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A surge in the no of
deal closures with
higher total contract
values points to higher
’\ growth for the sector

sed peer Wipro last quarter repor-
ted arevivalinthe BFSIsegment,
which garners the largest pie of

revenue for the

= sector. Some
TCSexpected other companies,

toreport the however, remain
strongest cautious  about
growth;Tech  thesegment.

Mahindrathe A surge in the
weakest,said number of deal
ananalyst closures with hig-

her total contract

values points to higher growth for

the sector, beginning from the se-

cond quarter, analysts at three bro-
kerage firmshavesaid.

“Infosys has announced a slew

of deals during the past few
months and, hence, we expect
continued confidence in revenue
momentum,” wrote Babu of
Prabhudas Lilladher.

Sharekhan wrote in a note that
the quarter-on-quarter numbers
of the country’s top five IT servi-
ces companies are “driven by
ramp-up of large deals won.”

Credit rating agency ICRA has
saiditexpectsthe IndianIT servi-
ces sector to register a compound
annual growthrate of 9.0-12.0% in
the 2018-2021 period. The agency
said a sample set of 13 companies
grew by 13.1% inrupee terms, and
by 8.4% in US dollar terms, du-
ringthefirst quarter ended June.

According to ICRA, net employ-
ee additions, too, point to a positi-
ve trend, with about 35,000 addi-
tions during the first quarter alo-
ne, as compared with 11,600 du-
ring fiscal year 2017-18 and 93,500
people added in 2016-17.

“The earlier small-scale proof of
concept digital projects has star-
ted evolving into enterprise-level
larger implementations, coupled
with improvement in discretiona-
ry spend supporting future
growth,” said Gaurav Jain, vice
president, ICRA. “We expect large
IndianIT companies to grab a hig-
her share of the digital services
space over the next three years.”
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