www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 3 March 2025 | ISSN: 2320-2882

IJCRT.ORG ISSN : 2320-2882

APy INTERNATIONAL JOURNAL OF CREATIVE
@E% RESEARCH THOUGHTS (1JCRT)

An International Open Access, Peer-reviewed, Refereed Journal

A Comparative Study Of Financial Performance
Of Indian IT Industries.

'Ms. Kashish Sikarwar, 2Ms. Sonam Rani
IStudent, 2Assistant Professor
' Amity College of Commerce & Finance

! Amity University Uttar Pradesh, Greater Noida Campus

Abstract: The Indian Information Technology (IT) industry is a key driver of economic growth, contributing
significantly to GDP, employment, and technological advancements. This study conducts a comparative
analysis of the financial performance of major Indian IT firms—Tata Consultancy Services (TCS), Infosys,
Wipro, HCL Technologies, and Tech Mahindra—to evaluate their profitability, liquidity, efficiency, and
market position. The research utilizes financial ratio analysis, trend analysis, and comparative analysis over a
five-year period (2019-2024) to assess key indicators such as operating profit margin, return on capital
employed (ROCE), debt-equity ratio, and liquidity ratios.Findings indicate that TCS and Infosys lead the
sector with strong profitability, efficient capital utilization, and stable financial health, whereas Wipro and
Tech Mahindra exhibit lower margins and efficiency. HCL Technologies shows steady growth but faces
competition-related challenges. The study highlights that factors such as digital transformation, innovation,
debt management, and market diversification play a crucial role in financial stability and growth. The research
provides valuable insights for investors, policymakers, and stakeholders, offering recommendations for
improving operational efficiency, optimizing capital allocation, and strengthening market positioning in an
evolving global IT landscape.
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Introduction

The Indian Information Technology (IT) industry has emerged as one of the most significant sectors in the
country's economy, contributing substantially to national GDP, employment, and global recognition. It is
considered a driving force behind India’s economic transformation in the 21st century, particularly with the
boom in outsourcing services, software development, and technology innovations. The Indian IT industry is
not only a key player in the global tech landscape but also serves as an essential part of India’s growth story,
with companies such as Tata Consultancy Services (TCS), Infosys, Wipro, and HCL Technologies leading the
charge.

Over the last few decades, the Indian IT industry has experienced remarkable growth, transitioning from a
nascent sector to a multi-billion-dollar powerhouse. The industry's rise has been powered by its ability to
provide cost-effective and high-quality solutions, making it a favorite destination for global outsourcing.
Additionally, the Indian IT industry's prowess in offering services like software development, business
process outsourcing (BPO), IT consulting, cloud computing, and digital solutions has helped it gain a
competitive advantage in the global market.
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However, despite the rapid growth and global recognition, the financial performance of IT firms in India has
been subject to fluctuations and challenges. Companies must navigate several economic, technological, and
geopolitical factors that can impact their performance, including changes in global demand, currency
fluctuations, government policies, and technological disruptions. A comprehensive understanding of the
financial performance of these companies is essential for investors, stakeholders, policymakers, and the
companies themselves, to make informed decisions in a rapidly changing global economy.

This study aims to conduct a comparative analysis of the financial performance of key Indian IT companies,
providing insights into how different companies within the same sector are performing, the factors driving
their performance, and the challenges they face. By examining key financial indicators such as revenue
growth, profitability, return on investment (ROI), market share, and debt levels, this study will provide a
holistic view of the health of the Indian IT sector.

Rationale for the Study

The Indian IT industry’s performance is crucial not only for the companies involved but also for the broader
Indian economy. In fiscal year 2023, the Indian IT services industry was estimated to be worth over $225
billion, making it one of the largest contributors to the Indian GDP. According to the National Association of
Software and Service Companies (NASSCOM), the IT and Business Process Management (BPM) sector
accounted for about 8% of India’s GDP and employs millions of individuals.

Akey aspect of this sector’s success lies in its ability to generate revenue from exports, particularly to Western
markets such as the United States and Europe. As of 2023, the Indian IT industry’s exports were valued at
over $150 billion, with companies such as TCS, Infosys, and Wipro contributing significantly to this export-
driven growth. TCS, for example, is one of the largest IT companies globally, with revenues exceeding $25
billion, making it an important benchmark for the industry’s financial health.

However, despite the overall growth of the Indian IT sector, there are considerable variations in the financial
performance of different firms. For instance, TCS and Infosys have consistently outperformed their peers,
reporting strong revenue and profitability, while other companies, such as Wipro and Tech Mahindra, have
faced challenges in terms of revenue growth and maintaining competitive margins. This disparity highlights
the need for a comparative analysis to understand the underlying drivers of success and the potential risks to
financial stability in the sector.

Furthermore, the COVID-19 pandemic and the subsequent global economic disruptions have had a profound
impact on the IT industry. On one hand, the increased adoption of digital technologies and remote work
solutions has led to a surge in demand for IT services, presenting significant growth opportunities. On the
other hand, challenges such as talent shortages, rising costs, and geopolitical uncertainties have tested the
resilience of Indian IT companies. A detailed examination of how these factors have affected the financial
performance of Indian IT companies will help stakeholders better understand the risks and rewards associated
with investing in the sector.

Scope of the Study

The study will focus on a select group of Indian IT firms that have significant market presence and financial
data available for analysis. The primary companies under consideration will include:

Tata Consultancy Services (TCS): The market leader in the Indian IT industry, with a strong track record of
consistent revenue growth and profitability.

Infosys: Another key player with a strong presence in global markets, focusing on digital transformation and
cloud-based services.

Wipro: Known for its diverse portfolio and a significant player in the IT outsourcing sector.

HCL Technologies: Focused on providing end-to-end IT solutions and services, with a strong foothold in the
North American market.
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Tech Mahindra: A prominent player in digital transformation and IT services, particularly in telecom and
network solutions.

The financial data will be sourced from annual reports, investor presentations, financial statements, and
market analysis reports for the years 2020 to 2024. The scope will also include qualitative data such as
interviews with industry experts and market analysts to provide a more nuanced understanding of the financial
performance drivers.

Real-Life Examples and Context

Real-world events provide valuable insights into the complexities of financial performance in the IT sector.
For instance, TCS’s consistent financial strength has been attributed to its diversified service offerings, global
client base, and strong focus on digital and cloud services, which enabled the company to weather the impact
of the pandemic. Infosys, on the other hand, has faced challenges related to leadership transitions and shifting
client demands but has managed to adapt through strategic investments in Al and automation, which has
helped improve its financial outcomes.

In contrast, Wipro, despite being a key player in the Indian IT sector, has faced difficulties in growing its
revenue at the same rate as its competitors. The company’s efforts to restructure and focus on higher-margin
services such as cloud and cybersecurity have been key to its turnaround. Meanwhile, HCL Technologies has
been highly successful in acquiring companies that bolster its capabilities in newer technologies, which has
positively impacted its profitability.

Literature review

1. Kaur, S., & Poonam. (2024). The authors have conducted the study to understand the "financial
performance differences among TCS, Wipro, and Infosys in the context of the Indian IT industry," and
the findings of this study are "that TCS outperforms both Wipro and Infosys in key financial metrics,
indicating stronger operational efficiency and market positioning."

2. Kumar, S. (2024). the author has conducted the study to understand the "financial health and
performance trends of major players in the Indian IT industry through ratio analysis over the specified
period," and the findings of this study are "that the analysis reveals significant variations in liquidity,
profitability, and efficiency ratios among the companies, highlighting the competitive landscape and
financial strategies employed by different firms."

3. Tiwari, B., Bijapur, A., Channaveer, Jaideep, & Shambhuling. (2024). The authors have conducted the
study to understand the "relationship between risk and return among various IT companies to inform
investors and stakeholders about potential investment opportunities,” and the findings of this study are
"that while some companies exhibit higher returns, they also come with increased risk, suggesting a
need for careful evaluation by investors when making decisions."

4. Nath, R., Patil, R. K., & Yadav, S. K. (2024). The authors have conducted the study to understand the
"profitability efficiency of selected IT companies in India through the application of Data
Envelopment Analysis (DEA)," and the findings of this study are "that the analysis identifies key
factors influencing profitability and highlights the relative efficiency of the companies, providing
insights for management to enhance operational performance."

5. Mansoor, M. (2022). The author has conducted the study to understand the "financial performance
metrics of selected IT companies in India to evaluate their operational efficiency and market
competitiveness," and the findings of this study are "that the analysis reveals significant differences in
financial health among the companies, with implications for investors and stakeholders regarding
investment decisions."

6. (2022). The authors have conducted the study to understand the "financial state of selected Indian
information technology companies to assess their current performance and predict future industry
trends," and the findings of this study are "that the financial analysis indicates a robust growth
trajectory for the industry, although challenges such as market volatility and competition must be
addressed to sustain this growth."

7. Singh, S., & Sachdeva, T. K. (2020). The authors have conducted the study to understand the "financial
performance of selected IT companies in India using a panel data approach to analyze trends and
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relationships over time," and the findings of this study are "that the panel data analysis reveals
significant factors influencing financial performance, with implications for strategic decision-making
and policy formulation in the IT sector."

Dave, A. R., & Shah, D. R. (2018). The authors have conducted the study to understand the "financial
performance of Indian companies in the information technology sector to identify key performance
indicators and trends," and the findings of this study are "that the analysis highlights variations in
financial metrics among companies, suggesting areas for improvement and strategic focus to enhance
overall performance in the sector."

Inani, S. K., & Gupta, R. (2017). The authors have conducted the study to understand the "financial
performance of Indian IT firms using a multi-criteria decision-making technique to provide a
comprehensive evaluation framework," and the findings of this study are "that the application of this
technique reveals critical performance indicators and helps in identifying the strengths and weaknesses
of the firms, facilitating better strategic decision-making."

Das, P., & Datta, A. (2018). The authors have conducted the study to understand the "performance
evaluation of the Indian ITeS industry using a two-stage data envelopment analysis to assess efficiency
and productivity," and the findings of this study are "that the analysis identifies key performance
drivers and highlights areas for improvement, providing insights for stakeholders to enhance
operational efficiency in the sector."

Khan, M. (2018). The author has conducted the study to understand the "impact of intellectual capital
on the financial performance of the Indian IT sector to determine how intangible assets contribute to
overall business success," and the findings of this study are "that intellectual capital significantly
influences financial performance, indicating that investments in human, structural, and relational
capital are crucial for enhancing profitability and competitive advantage in the sector."

Jain, A., & Ganti, S. (2015). The authors have conducted the study to understand the "development of
a taxonomy for evaluating and comparing the financial performance of Indian IT companies to provide
a structured framework for analysis," and the findings of this study are "that the proposed taxonomy
facilitates a comprehensive assessment of financial metrics, enabling stakeholders to make informed
decisions based on comparative performance insights."

Pednekar, S. S. (2019). The author has conducted the study to understand the "productivity
performance measurement of Indian software companies by employing Data Envelopment Analysis
(DEA) and ratio analysis to evaluate operational efficiency," and the findings of this study are "that
the combination of these analytical methods reveals significant insights into productivity levels,
highlighting areas for improvement and best practices among the companies."

Sarangi, P. K. (2011). The author has conducted the study to understand the "financial performance of
software industries in India to assess their economic viability and growth potential," and the findings
of this study are "that the analysis indicates varying levels of financial health among the companies,
with implications for investment strategies and policy formulation in the software sector."
Malichova, E., & Duri$ova, M. (2015). The authors have conducted the study to understand the
"financial performance evaluation of enterprises in the IT sector to identify key performance indicators
and assess overall industry health," and the findings of this study are "that the evaluation reveals
significant differences in financial metrics among enterprises, providing insights for stakeholders to
enhance decision-making and strategic planning."

Bharati, P. (2005). The author has conducted the study to understand the "comparative dynamics of
India's IT services industry in relation to global competitors, focusing on performance metrics and
market positioning," and the findings of this study are "that the analysis highlights India's competitive
advantages and challenges, providing insights into the industry's growth trajectory and future
prospects."

Mathur, S. K. (2007). The author has conducted the study to understand the "performance of the
Indian IT and ICT industry through the application of Data Envelopment Analysis (DEA) and the
Malmquist Index to evaluate productivity changes over time," and the findings of this study are "that
the analysis reveals significant trends in efficiency and productivity, highlighting the industry's growth
dynamics and areas for potential improvement."
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Gupta, G., & Basole, A. (2020). The authors have conducted the study to understand the "prospects
for growth in India's Information Technology industry and its role in the structural transformation of
the economy," and the findings of this study are "that the IT industry is poised for significant growth,
contributing to economic diversification and innovation, while also highlighting the need for
supportive policies to maximize its impact."

Lee, K., Park, T., & Krishnan, R. T. (2014). The authors have conducted the study to understand the
"strategies of catching-up or leapfrogging in the Indian IT service sector, focusing on opportunities for
innovation and value chain advancement," and the findings of this study are "that the sector has
significant potential for leapfrogging through strategic investments and innovation, but it requires a
conducive policy environment and proactive engagement from stakeholders to realize these
opportunities."

Singh, R. D. (2024). The author has conducted the study to understand the "impact of intellectual
capital on the financial performance of the Indian technology industry to assess how intangible assets
contribute to overall business success," and the findings of this study are "that while physical and
financial capital significantly influence productivity and profitability, the relationship between
intellectual capital and financial performance remains weak, indicating a need for firms to better
leverage their intellectual resources."

. Vaidya, I. N., & Rohit, N. S. (2023). The authors have conducted the study to understand the "impact

of corporate social responsibility (CSR) on the financial performance of the Indian IT sector to
evaluate how CSR initiatives influence business outcomes," and the findings of this study are "that
there is a positive correlation between CSR activities and financial performance, suggesting that
effective CSR strategies can enhance profitability and brand reputation in the IT industry."

Chauhan, M. (2023). The author has conducted the study to understand the "financial performance
analysis of Tata Consultancy Limited to evaluate its economic health and operational efficiency over
recent years," and the findings of this study are "that the analysis reveals strong financial metrics,
indicating robust profitability and growth, while also identifying areas for potential improvement in
cost management and resource allocation."

Patel, A., & Ramanuj, J. (2024). The authors have conducted the study to understand the "liquidity and
profitability dynamics of selected IT companies in India to assess how liquidity positions affect overall
financial performance," and the findings of this study are "that there is a significant relationship
between liquidity and profitability, indicating that effective liquidity management is crucial for
enhancing financial stability and operational success in the IT sector."

Liew, K. F., Lam, W. S., & Lam, W. H. (2023). The authors have conducted the study to understand
the "performance evaluation of technology companies using the Technique for Order of Preference by
Similarity to Ideal Solution (TOPSIS) model to provide a systematic approach for ranking and
decision-making," and the findings of this study are "that the application of the TOPSIS model
effectively identifies high-performing companies, offering valuable insights for investors and
stakeholders in the technology sector."

Santhi, P., Sasirekha, P., & Anija, J. (2023). The authors have conducted the study to understand the
"causal relationship between corporate sustainability performance and financial performance of select
IT and ITeS companies in India to evaluate how sustainability practices impact financial outcomes,"
and the findings of this study are "that there is a significant linkage where improved sustainability
performance positively influences financial performance, highlighting the importance of integrating
ESG factors into business strategies."

Rajesh, R. (2023). The author has conducted the study to understand the "impact of corporate
diversification on the financial performance of firms in the Indian IT sector to assess how
diversification strategies influence profitability and growth," and the findings of this study are "that
corporate diversification is positively correlated with financial performance, suggesting that
diversified firms tend to achieve better financial outcomes compared to their more focused
counterparts."

Wang, L. (2022). The author has conducted the study to understand the "financial performance of
select information technology companies in India to evaluate their economic health and operational
efficiency through various financial metrics," and the findings of this study are "that the analysis
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reveals significant variations in financial performance among the companies, highlighting key areas
of strength and opportunities for improvement in the IT sector."

28. Ambashtha, K. L., Singh, M. K., & Dey, R. (2023). The authors have conducted the study to
understand the "strategic analysis of corporate entities with a focus on their financial performance to
identify key factors that influence financial outcomes and overall corporate strategy," and the findings
of this study are "that effective strategic management practices are closely linked to improved financial
performance, emphasizing the importance of aligning corporate strategy with financial goals."

29. Sarkar, R., & Das, S. (2023). The authors have conducted the study to understand the "financial
performance of Infosys Ltd. through ratio analysis and trend analysis to evaluate its economic health
over time," and the findings of this study are "that the analysis reveals significant insights into the
company's financial stability and growth trends, highlighting key performance indicators that reflect
its operational efficiency and profitability."

30. Jain, M. (2023). The author has conducted the study to understand the "relationship between market
concentration and financial performance of Indian-listed firms across various industries to analyze
how concentration levels impact profitability and operational efficiency," and the findings of this study
are "that there is a complex relationship between concentration and performance, with varying effects
observed across different sectors, indicating that industry-specific factors play a crucial role in this
nexus."

Research gap

e Data Availability: While financial statements are typically available, certain qualitative insights may
be limited due to the sensitivity of company-specific strategies and competitive information.

e Industry Dynamics: The Indian IT industry is highly dynamic, and certain factors affecting financial
performance, such as sudden market shifts, global economic conditions, and technological disruptions,
may change rapidly, influencing the findings.

e Sample Size: The study is limited to five major IT companies, which may not fully represent the entire
industry, particularly smaller players or emerging firms.

OBJECTIVE

e To conduct financial analysis via ratios of selected companies
e To do comparative analysis of found ratios of selected companies
e To analyse performance of selected companies

Research Methodology

The research methodology outlines the systematic approach and techniques used to gather, analyze, and
interpret data in the comparative study of the financial performance of Indian IT industries. The methodology
will be structured to ensure the accuracy, reliability, and relevance of the findings, enabling an in-depth
understanding of the factors influencing the financial performance of key players in the Indian IT sector. The
research will employ both qualitative and quantitative methods, drawing from primary and secondary data
sources.

1. Research Design

This study will adopt a descriptive and comparative research design. The primary goal is to describe the
financial performance of selected Indian IT companies and compare these performance metrics across
multiple companies over a specific period. This design will allow for the identification of trends, patterns, and
differences in financial performance across firms.

2. Data Collection
Data collection will be conducted using secondary sources.

Secondary Data: Secondary data will form the core of this research. Financial performance data for the
selected Indian IT firms will be gathered from publicly available resources, including:
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Annual Reports of the companies (TCS, Infosys, Wipro, HCL Technologies, Tech Mahindra).

Investor Presentations and Quarterly Earnings Reports.

Stock Market Reports and Financial News (such as those provided by Bloomberg, Reuters, and Economic
Times).

Industry Reports from organizations like NASSCOM, Gartner, and IDC.

Company Financial Statements, including Income Statements, Balance Sheets, and Cash Flow Statements,
for the last 5 years (2019-2024).

These documents will provide key financial indicators such as:

e Revenue (growth and comparison between companies).
e Net Profit and Profit Margins.

e Return on Assets (ROA) and Return on Equity (ROE).
e Earnings Per Share (EPS).

e Debt-to-Equity Ratio.

e Market Capitalization and Stock Performance.

3. Sampling Method

The study will focus on a purposive sampling technique, selecting the top 5 Indian IT companies based on
their market capitalization, global presence, and financial performance:

e Tata Consultancy Services (TCS)
e Infosys

e  Wipro

e HCL Technologies

e Tech Mahindra

These firms represent a diverse set of strategies and performance outcomes within the Indian IT sector,
offering a comprehensive view of the industry's financial landscape. Data for the last five years (2019-2024)
will be used to track long-term trends and compare performance during different economic cycles, including
pre- and post-COVID-19.

4. Data Analysis Techniques

The study will employ both quantitative data analysis techniques to provide a holistic view of the financial
performance of the selected companies.

Quantitative Analysis:

Financial Ratio Analysis: Key financial ratios will be calculated to evaluate the companies' profitability,
liquidity, and solvency. Ratios such as Gross Profit Margin, Operating Profit Margin, Return on Equity (ROE),
Return on Assets (ROA), and Debt-to-Equity ratio will be computed for each company and compared over
time.

Trend Analysis: Time-series analysis will be conducted to examine the financial growth and performance
trends of the selected companies over the past five years.

Comparative Analysis: The financial metrics of the five IT companies will be compared on a year-on-year
basis to identify significant differences and patterns in performance.

5. Research Instruments

Financial Statements: The secondary data will be collected through the companies' publicly available financial
reports, which will be used to calculate financial ratios and perform trend analysis.
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6. Limitations of the Study

The study may face the following limitations:

e Data Availability: While financial statements are typically available, certain qualitative insights may
be limited due to the sensitivity of company-specific strategies and competitive information.

e Industry Dynamics: The Indian IT industry is highly dynamic, and certain factors affecting financial
performance, such as sudden market shifts, global economic conditions, and technological disruptions,
may change rapidly, influencing the findings.

e Sample Size: The study is limited to five major IT companies, which may not fully represent the entire
industry, particularly smaller players or emerging firms.

Result and Findings

Profitability Ratios

e Operating Profit Margin:
TCS: Shows steady margins around 26%, indicating stable operational efficiency.
Infosys: Margins hover between 23%—25%, which is strong but slightly lower than TCS.
Wipro: Operating margins are lower than TCS and Infosys, averaging around 19-21%.
HCL Tech: Margins in the 22%—-26% range, showing a decent operational performance.
Tech Mahindra: Operating margins are somewhat inconsistent, with a peak at 23% but typically
lower (around 18-20%).
o Net Profit Margin:
TCS: Consistently high at around 19%, showcasing strong cost control and profitability.
Infosys: Slightly lower than TCS, averaging 16-18%, which still indicates strong profitability.
Wipro: Margins are more moderate around 12-15%.
HCL Tech: Net profit margin averages around 14-16%, suggesting a decent profit after
expenses.

o Tech Mahindra: Margins are similar to Wipro's, around 12-14%.
e Return on Capital Employed (ROCE):

o TCS: Very high ROCE, averaging 63-70%, indicating that it efficiently generates profit from
its capital.
Infosys: Slightly lower than TCS, with 40-45%, still strong and above industry standards.
Wipro: Averages around 18-23%, which is lower compared to TCS and Infosys.
HCL Tech: A good ROCE around 25-30%, showcasing solid returns on invested capital.
Tech Mahindra: Averages between 18-20%, which is relatively lower than others in this group.

0O 0O O O O

O O O O

O O O O

Liquidity Ratios

e Current Ratio:
o TCS: Stable at around 1.7-2.0, suggesting good short-term financial health.
o Infosys: Varies between 1.5-2.2, also indicating a solid liquidity position.
o  Wipro: Current ratio is lower (0.89—1.22), potentially indicating liquidity pressure.
o HCL Tech: Current ratios are healthy, with values between 1.3-2.0, suggesting good liquidity.
o Tech Mahindra: Current ratio fluctuates around 1.0, showing a more cautious liquidity position.
¢ Quick Ratio:
o TCS: High at 1.6-1.7, indicating good short-term liquidity without depending on inventory.
Infosys: Slightly lower but still stable at 1.5-1.7.
Wipro: Higher at 1.4-1.9, providing an indication of healthy liquidity.
HCL Tech: Similar to TCS, with a solid quick ratio of 1.3—1.9.
Tech Mahindra: Similar to Wipro, around 1.5-1.9.

o O O O
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TCS and Infosys have solid debtor turnover ratios between 4.5-5.5, which shows they efficiently manage
receivables. Debt Ratios

e Debt Equity Ratio:
o TCS, Infosys, and HCL Tech maintain low or no debt, indicating low financial risk.
o Wipro and Tech Mahindra have a moderate debt equity ratio, but they remain quite low
compared to the industry average.
e Interest Coverage:
o TCS: Strong at 74-81 times, suggesting a high ability to cover interest expenses.
o Infosys: Very strong at around 100+, showing an excellent buffer for interest payments.
o  Wipro: Coverage around 12-29 times, indicating less ability to cover interest compared to the
top companies.
HCL Tech: Averages around 30-56 times, which is strong but not as high as TCS or Infosys.
Tech Mahindra: Interest coverage is solid at 12-28 times.

Efficiency Ratios

o Debtors Turnover Ratio

o Wipro and HCL Tech are somewhat lower (4-5), and Tech Mahindra shows lower turnover
around 4-5, indicating room for improvement in receivables management.

e Asset Turnover Ratio:

o TCS and Infosys have high asset turnover ratios, showing they efficiently use their assets to
generate revenue.

o Wipro’s asset turnover is lower, reflecting slightly less efficiency.
HCL Tech shows a very efficient use of assets, with ratios consistently above 2.0.

Cash Flow Ratios

o Dividend Payout Ratio (Net Profit):
o TCS, Infosys, and HCL Tech typically pay out a high proportion of net profits as dividends,
suggesting they are focused on rewarding shareholders.
o  Wipro and Tech Mahindra maintain lower payout ratios, indicating reinvestment strategies or
lower profitability.

Summary Analysis:

o TCS: Strongest in terms of profitability (ROCE, operating margins, and net margins), liquidity, and
debt ratios. TCS has excellent returns and is highly efficient in managing capital and assets.

o Infosys: Also performs well but slightly trails TCS in terms of profitability and return metrics. Its
liquidity and debt ratios are similar to TCS.

e Wipro: More moderate profitability and efficiency. Wipro’s debt ratio is low, but its profit margins
and ROCE are lower than TCS and Infosys.

o HCL Tech: Shows strong profitability ratios and a healthy cash flow, with solid returns and low debt.
Its liquidity ratios are good, though not as stellar as TCS or Infosys.

o Tech Mahindra: Shows some volatility in profitability, especially in terms of margins and return
ratios. Liquidity is moderate, but its efficiency and debt ratios are solid.
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Finding and recommendation

Financial TCS TCS Infosys Infosys Wipro Wipro I;eCc]IIJ I;eCc]IIJ Tech Tech

Metric FY (FY (FY (FY (FY (FY FY (FY Mahindra Mahindra
2023) 2022) 2023) 2022) 2023) 2022) 2023) 2022) (FY 2023) (FY 2022)

Operating

Profit 26% 25% 24% 23% 19%  20% 22% 22% 20% 19%

Margin (%)

Net  Profit o g, 17%  16% 1%  14%  16% 15%  13% 14%

Margin (%)

Return on
Capital
Employed
(ROCE) (%)

67% 64% 45% 43% 23%  22%  29% 28% 18% 17%

Current

. 2.0 1.9 2.1 2.0 1.2 1.3 1.8 1.7 1.1 1.2
Ratio

Quick Ratio 1.7 1.6 1.6 1.5 1.5 1.4 1.6 1.5 1.4 1.5

Debt to

. . 0.1 0.0 0.0 0.2 0.3 0.1 0.1 0.3 0.4
Equity Ratio

Interest
Coverage 81 75 100 95 56 52 48 45 28 24
Ratio

Debtors
Turnover 5.2 5.3 5.5 5.6 4.8 4.9 5.1 5.2 4.6 4.5
Ratio

Asset
Turnover 2.5 24 2.0 1.9 1.8 1.7 2.1 2.0 1.6 1.7
Ratio

Dividend
Payout Ratio 85% 83% 80% 78% 55% 58% 72% 70%  50% 52%
(%)

Key Observations:

1. Operating Profit Margin & Net Profit Margin:
o TCS and Infosys show a stronger and more stable operating and net profit margin year-over-
year.
o Wipro and Tech Mahindra display weaker margins, with Wipro showing a decrease in
profitability.
2. Return on Capital Employed (ROCE):
o TCS leads with a substantial increase in ROCE, consistently performing better in capital
efficiency.
Infosys also shows healthy returns, though slightly lower than TCS.
Wipro, HCL Tech, and Tech Mahindra show lower ROCE, indicating less efficient use of
capital.

IJCRT2503524 ] International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org ] €601


http://www.ijcrt.org/

www.ijcrt.org © 2025 IJCRT | Volume 13, Issue 3 March 2025 | ISSN: 2320-2882

3. Liquidity Ratios (Current & Quick Ratios):
o TCS and Infosys consistently maintain strong liquidity positions, with ratios above 2.0.
o Wipro and Tech Mahindra show more volatility in liquidity, with a noticeable decrease in the
current ratio for Tech Mahindra in FY 2023.
4. Debt & Interest Coverage:
o TCS and Infosys maintain low debt levels, with minimal risk to financial health.
o HCL Tech and Tech Mahindra show slightly higher debt levels but remain within manageable
limits. Tech Mahindra has the highest debt-to-equity ratio in this group.
o Interest coverage remains strong across all companies, with Infosys showing the highest
coverage ratio.
5. Efficiency Ratios (Debtors Turnover & Asset Turnover):
o TCS and Infosys exhibit the highest turnover ratios, reflecting excellent efficiency in
managing assets and receivables.
o Wipro and Tech Mahindra display lower turnover ratios, indicating slightly weaker
operational efficiency.
6. Dividend Payout Ratio:
o TCS and Infosys maintain higher dividend payout ratios, indicating a focus on rewarding
shareholders.
o Wipro and Tech Mahindra have lower payout ratios, reflecting more reinvestment or lower
profitability.

Recommendation for Each Company:
1. TCS (Tata Consultancy Services):

e Strengths: Consistently high operating and net profit margins, excellent ROCE, strong liquidity
position, and a solid dividend payout.
e Recommendation:

o Maintain Focus on Efficiency: Continue focusing on operational efficiency and capital
management to maintain its high ROCE and profitability.

o Sustainability & Innovation: As a market leader, TCS should keep investing in emerging
technologies (e.g., Al, blockchain, and cloud services) to stay ahead in a rapidly changing tech
landscape.

o Customer-Centric Approach: TCS should continue to focus on improving customer
relationships and diversifying service offerings to reduce dependency on certain sectors or
geographies.

2. Infosys:

o Strengths: Strong profit margins, a healthy ROCE, and a solid financial structure with low debt levels.
e Recommendation:

o Leverage Technology: Infosys should continue investing in innovation and R&D, particularly
in next-gen technologies to keep up with competitors.

o Optimize Capital Allocation: Given the healthy cash flows, Infosys should explore more
aggressive acquisitions in emerging sectors, or invest in expanding its capabilities in digital
transformation services.

o Balance Growth with Profitability: Ensure that growth doesn't come at the expense of
profitability, particularly in new markets.
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3. Wipro:

e Strengths: Decent ROCE and profitability, though lower compared to competitors.
e Recommendation:
o Operational Efficiency: Wipro needs to improve its operational efficiency. Tightening its
working capital management and focusing on asset utilization can help boost margins and
ROCE.
o Debt Management: Consider lowering the debt-to-equity ratio to reduce financial risk. This
will also enhance the company's interest coverage.
o Strengthen Brand & Offerings: Wipro could benefit from refining its brand positioning and
exploring high-growth sectors, such as cloud computing, cybersecurity, and AL
o Focus on Digital Transformation: Expanding its digital transformation capabilities could
position Wipro better in the competitive landscape.

4. HCL Technologies:

e Strengths: Strong ROCE, good operating profit margins, and a reasonable liquidity position.
e Recommendation:
o Focus on Digital & Innovation: HCL needs to invest more in the digital space and enhance
its capabilities in high-growth areas like cloud, IoT, and Al to remain competitive.
o Optimize Debt: HCL can benefit from reducing its debt levels further to maintain financial
flexibility.
o Strengthen Partnerships: Building stronger alliances and partnerships with global tech giants
like Microsoft, Amazon, and Google could provide HCL with more market opportunities.

5. Tech Mahindra:

e Strengths: Tech Mahindra is relatively strong in profitability, but it lags behind in some key ratios like
ROCE and debt-to-equity ratio.
e Recommendation:

o Focus on Asset Utilization: Tech Mahindra should work on improving its asset turnover and
managing its receivables more efficiently to boost operational efficiency.

o Diversification: Tech Mahindra could benefit from diversifying its service offerings,
especially in areas with high future potential such as 5G, Al, and automation.

o Debt Reduction Strategy: Reducing debt and improving the current ratio would strengthen
its financial health, allowing more room for reinvestment into innovation and market
expansion.

o Innovation and Differentiation: In a competitive market, Tech Mahindra should focus on
differentiating itself through proprietary solutions and innovations, especially in new-age
technologies.

Key Learnings from the Comparison:

1. Profitability & Efficiency:

o TCS and Infosys continue to dominate in profitability and efficiency, with both companies
focusing on high-return business areas, investing in new technologies, and maintaining strong
customer relations.

o Wipro and Tech Mahindra could learn from this by improving operational efficiencies,
streamlining costs, and enhancing their return on capital employed (ROCE).

2. Debt Management:

o Companies with low debt levels (like TCS and Infosys) are in a strong position in terms of
financial stability and interest coverage. HCL and Tech Mahindra should focus on debt
reduction strategies to avoid undue financial strain.
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3.

4,

5.

6.

Focus on Innovation:

o Technological Investments: TCS and Infosys are good examples of companies that keep
investing in innovation and R&D, which allows them to maintain their competitive edge.
Wipro, HCL Tech, and Tech Mahindra must accelerate their innovation agendas to match
global demands for cutting-edge solutions.

Liquidity Management:

o Maintaining healthy liquidity ratios (current and quick) is essential for operational flexibility.
TCS and Infosys have excellent liquidity, while others like Wipro and Tech Mahindra could
improve liquidity management to reduce risks.

Focus on Shareholder Returns:

o TCS and Infosys demonstrate the importance of maintaining high dividend payout ratios,
rewarding shareholders, and fostering loyalty. Companies like Wipro and Tech Mahindra
should consider increasing their payout ratios if it aligns with financial strategy and market
conditions.

Efficiency in Capital Utilization:

o TCS and Infosys effectively manage their capital and assets, contributing to strong ROCE and
operational efficiency. For companies with lower performance in these areas (such as Wipro
and Tech Mahindra), improving asset turnover and receivables management should be a key
priority.

Conclusion:

TCS and Infosys stand out in terms of profitability, capital utilization, and stability, and they should
continue to leverage their technological investments to maintain leadership in the IT services sector.
Wipro, HCL Tech, and Tech Mahindra have room to improve their efficiency and capital
management. By focusing on digital transformation, reducing debt, improving asset utilization, and
expanding innovation, they can enhance their financial health and competitiveness.
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