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Sector Update

In line performance, but blurring visibility

Quick Pointers:
®  FY25 revenue guidance narrowed to 5-7% YoY CC from 4-7% earlier

®  Tariffs and macroeconomic uncertainties pose potential risks but impact yet
to be seen

Accenture’s (ACN: NYSE) quarterly performance exceeded the consensus
estimates and reported at the top-end of the guidance. However, the
outsourcing bookings were disappointing (down 6% YoY), which is again
coming at the back of weak bookings reported in Q1 (down 4% YoY), partly
risking the odds of achieving organic growth in H2. For the Indian IT Service
context, the revenue growth was already a challenge, which might get
intensified with muted bookings and delayed deal closures. We believe the
weakness in consumer sentiment and inflationary tariffs are yet to get fully
baked into enterprise operations, which might further delay closure activities
going forward, especially on the discretionary programs. However, the
incremental spending around cost-focused Al programs would partially
support the growth. Hence, we prefer names that have balancing play on both
cost and transformation programs.

®  Demand & Outlook: Although ACN's performance in Q2 came at the top end
of the guidance the management mentioned that the demand environment in
recent times has deteriorated compared to December 2024 due to tariff wars
& uncertainties. The impact of tariff wars & uncertainties are yet to play out,
but ACN has surprisingly narrowed its revenue guidance to 5-7% YoY CC
growth. Demand is still driven by cost optimization projects with no
improvement in discretionary spending demand.

®  Qutsourcing performance a mixed bag: Outsourcing business (11% YoY CC
growth) continued its momentum with 2" successive quarters of double-digit
growth. The growth momentum in outsourcing is a positive read-through for
Indian IT services companies but the deal wins in outsourcing declined again
on YoY basis for 2" consecutive quarter.

"  Strong Gen Al demand: Accenture's Generative Al bookings surged to $1.4
billion in Q2, up from $1 billion in Q1, signaling continued strong demand.
Despite increasing adoption, clients are exercising caution in scaling due to
immediate ROI concerns.

"  Tech Budget for CY25: ACN mentioned that it has not seen a major uptick in
the clients’ tech budget for CY25 and it expects the budget to remain at
similar levels. ACN also mentioned that pricing remains relatively stable but
the competition among peers remains intense.
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Accenture 2QFY25 first take: Steady performance with
improved guidance, but disappointed on bookings

Revenue at US$ 16.7 bn, up 5.4% YoY (+8.5% CC YoY) near the top end of
guidance band of 5-9% YoY CC growth vs consensus of 7.5% YoY CC growth

Outsourcing revenue (50% of mix) came at US$ 8.38 bn, up 8% YoY in
reported & 11% YoY in CC term (2nd successive quarter of double-digit
growth). Consulting revenue (50% of mix) came at US$ 8.28 bn, up 3% YoY
(+6% CC YoY)

FY25 revenue guidance narrowed to 5-7% from earlier 4-7%

2QFY25 revenue guidance of US$ 16.9- 17.5 bn, guidance band of 3-7% YoY
growth with impact of forex of -0.5%

Adjusted EBIT margin came at 13.7% (-20 bps YoY) and largely maintained
FY25 GAAP Operating margin band of 15.6-15.7%

New booking at US$ 20.9bn was flat in CC terms & declined by 3% YoY in
reported terms. Outsourcing bookings declined by 6% YoY to US$ 10.44 bn
while consulting booking was flat YoY at US$ 10.47 bn

Segments wise growth was broad based with Financial Services continuing its
momentum with 11% YoY CC growth. Health, CMT, Products & Resources
grew by 10%, 6%, 9% & 5% YoY CC growth respectively

Geography wise also the growth was broad based with Americas, EMEA &
reporting a growth of 11% & 8% YoY CC respectively while APAC reported
muted growth of 1%

Net employee addition was muted sequentially with 2.3k net addition taking
the total headcount to 801k employees

Other KTA's

= ACN mentioned that it is currently facing challenges with US Federal
Government services which forms ~8% of its revenue mix due to new
administration focus on cost optimization. This specific challenge is
unique to Accenture, while Indian IT service providers will remain
unaffected as they don't have much exposure to US Federal Government
services.

=  Geography- & sector-wise performance: Growth in the Americas was
primarily driven by the US, with strong momentum in banking and capital
markets, industrials, healthcare, consumer goods, retail, and travel. In
EMEA, public services, life sciences, consumer goods, retail, and travel
were the key growth drivers, with the UK leading the region. The robust
performance of financial services in the US is a positive indicator for
Accenture's Indian competitors.

= ACN expects outsourcing businesses to grow in high single digit in CY25
while consulting to grow in mid-single digit. Also, for CY25 ACN expects
organic growth of 2-4% YoY CC with an inorganic contribution of 3%.

= Discretionary spending: ACN indicated that it witnessed marginal uptick
in discretionary demand in Banking & capital market in the US region, but
overall discretionary demand continues to remain weak. They further
mentioned that their revenue guidance reflects no assumed
improvement in discretionary spending at the high end, while factoring in
potential further deterioration at the low end.
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Exhibit 1: Outsourcing business momentum drives growth in Q2
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Exhibit 2: FS see strong rebound Exhibit 3: CMT performance steady
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Exhibit 4: Healthcare momentum continues Exhibit 5: Broad based growth in key geographies
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Exhibit 6: Outsourcing business strong for 2" successive quarter
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Exhibit 7: Bookings flat in CC in Q2
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Exhibit 8: Consulting bookings flattish in Q2 Exhibit 9: Outsourcing bookings weak for 2™ qtr
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Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 Cyient BUY 2,010 1,755
2 HCL Technologies Accumulate 2,080 1,989
3 Infosys BUY 2,250 1,928
4 LTIMindtree BUY 7,000 5,979
5 Mphasis Accumulate 3,200 3,01
6 Persistent Systems Hold 5,970 5,683
7 Tata Consultancy Services BUY 4,810 4,039
8 Tech Mahindra Accumulate 1,760 1,660
9 Wipro Accumulate 310 282

PL's Recommendation Nomenclature

Buy : > 15%

Accumulate : 5% to15%

Hold : +5%to-5%

Reduce : -5%to-15%

Sell : < -15%

Not Rated (NR) : No specific call on the stock
Under Review (UR) . Rating likely to change shortly

March 21,2025



EsTD

INSTITUTIONAL

PL Capltal EQUITIES Information Technology

PRABHUDAS LILLADHER

1944

ANALYST CERTIFICATION
(Indian Clients)

We/| Mr. Pritesh Thakkar- MBA Finance, Mr. Sujay Chavan- MMS-Finance Research Analysts, authors and the names subscribed to this report, hereby certify that all of the views
expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER

Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbeai, India (hereinafter referred to as “PL") is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be
reported or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given,
made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in
transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is a registered with SEBI under the SEBI (Research Analysts) Regulation, 2014 and having registration number INHOO0O000271.

PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.
PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for
any other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from the subject
company in the past twelve months

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of
interest at the time of publication of this report.

It is confirmed that Mr. Pritesh Thakkar- MBA Finance, Mr. Sujay Chavan- MMS-Finance Research Analysts of this report have not received any compensation from the companies
mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and
its or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are contrary
to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company
oract as an advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information
and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules
or regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or
transmitted onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (9122) 6632 2222 Fax: (91 22) 6632 2209

WWW.p lindia.com Digitally signed by AMNISH AGGARWAL

DN: c=IN, o=Personal, title=1443,
25.4.20=2115Tea12dd366d1ac370cb42343eeddb
- _6e851c37h

postalCode=400015, st=Maharashtra,
March 21, 2025 serialNumber=7a6f13691881d5a8af6353865261b )
' AG G A RW A L 48b7040e72f4a1bf53182e368b3cal4a5e4,
Cn=AMNISH AGGARWAL

Date: 2025.03.2108:22:53 +05'30'


http://www.plindia.com/

		2025-03-21T08:22:53+0530
	AMNISH AGGARWAL




