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Sector Update 

20th March, 2026 
Information Technology 

AI: New Growth Wave in Technology Services 

Recently, we have witnessed a sharp correction in IT stocks, with the NIFTY IT index 

declining ~25% YTD in CY26. This correction has been driven by rising concerns 

around AI-led disruption, including fears of workforce displacement and the 

emergence of startups claiming to fundamentally alter traditional service delivery 

models. The sector was already navigating a cyclical slowdown amid macroeconomic 

uncertainty, elevated investment requirements, and ongoing AI integration costs. 

Historically, enterprise technology spending has progressed through multiple 

structural cycles, each anchored in a significant shift in technology architecture and 

evolving business needs. These transitions have consistently reshaped the trajectory 

of enterprise workflows and operating models. 

 

Evolution of the IT Sector 

A) Outsourcing and Offshoring Cycle (2000–2008) 

The first major growth cycle for the global IT services industry was driven by the 

outsourcing and offshoring model. Enterprises in developed markets, particularly in 

the US and Europe, are increasingly outsourcing software development, application 

maintenance, and infrastructure management to offshore vendors to reduce costs. 

India emerged as the largest beneficiary due to its large pool of skilled engineers and 

significant labour cost advantages. 

  

B) Cost Optimisation Cycle (2009–2013) 

Post the Subprime Crisis of 2008, enterprises primarily focused on cost control and 

operational efficiency. Enterprise spending slowed as companies postponed 

discretionary projects and prioritised efficiency-driven initiatives. However, 

outsourcing continued to grow as organisations sought to reduce IT operating costs. 

During this phase, IT vendors increasingly signed large managed services contracts, 

where vendors took over end-to-end management of IT infrastructure and 

applications. Growth rates moderated compared to the earlier outsourcing boom, but 

the industry remained resilient due to continued demand for cost optimisation. 

 

C) Cloud Adoption Cycle (2014–2018) 

The next major cycle was driven by the rapid adoption of cloud computing platforms. 

Enterprises began migrating their workloads from on-premise data centres to public 

cloud infrastructure offered by hyperscalers, such as Amazon Web Services, 

Microsoft Azure, and Google Cloud. This transition fundamentally changed the IT 

services industry, creating demand for services such as cloud migration, application 

re-platforming, and cloud-native development. Indian IT companies restructured 

themselves to capture this opportunity by building cloud consulting and 

implementation capabilities. Cloud adoption significantly expanded the addressable 

market for IT services and enabled more scalable and flexible enterprise IT 

infrastructure. 

 

D) Digital Transformation Cycle (2019–2022) 

Enterprise demand for technologies such as data analytics, mobile platforms, 

cybersecurity, IoT, and digital customer experience solutions. Therefore, IT 

companies invested heavily in digital capabilities to enhance customer engagement, 

automate business processes, and improve operational efficiency. The COVID-19 

pandemic accelerated this trend as organisations rapidly digitised operations to 

support remote work and online services. Indian IT companies benefited from strong 

deal pipelines during this period, with several firms reporting double-digit revenue 

growth, driven by large digital transformation programs and increased enterprise 

technology spending. 

 

E) AI and Automation Cycle (2023 – Present) 

The current IT cycle is increasingly being driven by artificial intelligence, automation, 

and advanced data platforms. Enterprises are investing heavily in AI infrastructure, 

including GPUs, high-performance computing systems, and large-scale data 

platforms to support machine learning and generative AI applications. This new cycle 

is expected to reshape the IT services landscape by increasing demand for AI 

consulting, data engineering, and AI model deployment services. At the same time, 

automation and generative AI tools are improving productivity in software 

development, potentially creating deflationary pressures on traditional IT services 

pricing while simultaneously expanding the overall technology services market.  

 Top Picks: 

Company Rating 
Target  

Price (Rs) 

HCL Tech BUY 1,660 

Infosys BUY 1,600 

TCS BUY 3,155 

Coforge BUY 1,800 

Persistent  
Systems 

BUY 6,270 

Affle 3i BUY 1,645 

 
Source: Axis Securities Research 
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Exhibit 1: Technological Shifts Over the Years 

 

Source: Infosys PPT   

 

Exhibit 2: Structural Shifts by AI integration 

 

Source: Company, Axis Securities Research   
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Exhibit 3: Global Enterprise AI Investments 

 

Source: Gartner Report, Axis Securities Research 

 

Exhibit 4: Current Valuation  

Despite limited earnings downside, Most of the IT service companies witnessed a significant correction in their stock prices from our coverage 

universe. 

 
PE (x) 

Discount 3 
Year 

Discount 5 
Year 

Company Name 
Current 

(TTM basis)  
3 Year 

Average 
5 Year 

Average 

Coforge  29 52 48 -44% -39% 

Cyient  17 27 24 -38% -32% 

HCL Technologies 21 25 24 -17% -14% 

Infosys  17 24 27 -30% -37% 

KPIT Technologies  24 68 58 -65% -59% 

L&T Technology Services 27 37 39 -26% -29% 

LTIMindtree  24 34 35 -30% -31% 

Persistent Systems  40 57 52 -29% -23% 

Tata Consultancy Services 17 29 31 -42% -45% 

Tech Mahindra 27 35 30 -21% -10% 

Wipro  15 21 21 -28% -29% 

Zensar Technologies  17 25 24 -33% -32% 

Happiest Minds Technologies 27 51 54 -46% -49% 

IndiaMART InterMESH  20 46 51 -56% -60% 

Affle 3i  42 59 65 -29% -36% 

Source: Company, Axis Securities Research 
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Exhibit 5: Our Recommendations from the Coverage Universe 

We believe the recent sharp correction in IT services stocks presents an attractive long-term buying opportunity in high-quality companies. 

Accordingly, we have revised our target prices across our coverage universe, incorporating the current pessimism and near-term earnings 

visibility challenges. Within our coverage, our preferred picks are Infosys, HCL Tech, TCS, Coforge, Persistent Systems, and Affle 3i. 

 

Company Name 
Current 
   Reco 

Old TP CMP 
Implied 

PE 
EPS of 
FY28E 

New TP upside 

Coforge BUY 2,300 1,097 26 69 1,800 64% 

Cyient HOLD 1,230 833 12 76 880 6% 

HCL Technologies BUY 1,880 1,318 20 83 1,660 26% 

Infosys BUY 1,820 1,226 20 80 1,600 31% 

KPIT Technologies HOLD 1,130 659 16 44 710 8% 

L&T Technology Services HOLD 4,600 3,302 20 182 3,530 7% 

LTIMindtree BUY 7,300 4,200 21 231 4,940 18% 

Persistent Systems BUY 7,170 4,625 32 196 6,270 36% 

Tata Consultancy Services BUY 3,565 2,363 17 182 3,155 34% 

Tech Mahindra BUY 1,870 1,350 20 87 1,730 28% 

Wipro HOLD 290 189 14 14 200 7% 

Zensar Technologies HOLD 760 559 15 39 590 6% 

Happiest Minds Technologies BUY 520 371 15 30 450 22% 

IndiaMART InterMESH HOLD 2,310 2,033 17 126 2,190 8% 

Affle 3i BUY 2,200 1,300 30 55 1,645 26% 

Source: Company, Axis Securities Research 

 

 

 

Exhibit 6: Valuation Sheet 

 
Source: Axis Securities Research 
  

FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E FY25 FY26E FY27E

Affle India Ltd 18,293 2,266 2,734 3,451 386 508 629 381 475 595 27 34 43 210 244 287 14 15 16 14 15 16

Coforge Ltd 36,678 12,051 16,291 19,561 1,109 1,266 2,165 836 963 1,478 29 49 62 191 219 265 19 22 26 15 15 18

Cyient Ltd 9,222 7,360 7,266 8,257 876 681 885 653 601 716 61 54 64 498 506 544 14 11 12 12 10 11

Happiest Minds Technologies Ltd 5,662 2,061 2,358 2,804 266 329 451 185 243 359 12 16 24 103 113 131 12 15 19 13 14 18

HCL Technologies Ltd 3,55,926 1,17,055 1,28,799 1,39,129 21,420 22,959 25,323 17,399 17,051 20,295 64 63 75 257 320 394 25 22 21 23 20 20

IndiaMART InterMESH Ltd 12,206 1,388 1,556 1,715 490 502 546 551 561 655 91 93 108 361 454 562 28 23 21 23 19 17

Infosys Ltd 4,94,945 1,62,972 1,78,649 1,94,297 34,406 37,306 39,543 26,732 28,402 30,788 64 68 74 231 299 373 29 26 22 26 24 21

KPIT Technologies Ltd 18,015 5,842 6,407 7,425 1,007 1,064 1,283 844 849 987 31 30 36 107 126 154 33 24 26 29 23 24

L&T Technology Services Ltd 35,192 10,670 11,841 13,403 1,587 1,642 2,038 1,264 1,275 1,670 119 127 158 574 667 786 22 20 22 21 19 21

LTIMindtree Ltd 1,24,374 38,008 42,334 48,004 5,503 6,511 7,625 4,602 4,401 6,239 156 189 211 767 890 1,048 22 20 22 21 20 21

Persistent Systems Ltd 72,591 11,939 14,716 18,274 1,751 2,425 3,047 1,400 1,899 2,503 90 128 161 405 505 644 25 27 28 25 27 28

Tata Consultancy Services Ltd 8,52,299 2,55,324 2,64,700 2,95,490 62,165 66,336 76,862 48,553 44,475 59,128 136 149 165 262 307 427 52 48 45 48 44 42

Tech Mahindra Ltd 1,31,249 52,988 56,525 63,642 5,111 7,149 9,363 4,244 4,762 7,144 48 60 81 309 352 412 16 17 21 15 16 20

Wipro Ltd 1,97,505 89,088 92,438 99,864 15,063 14,616 16,448 13,193 12,603 14,305 13 12 14 79 85 92 17 15 15 15 14 15

Zensar Technologies Ltd 12,703 5,281 5,712 6,241 715 795 893 650 763 853 29 34 38 179 213 250 17 17 16 16 17 16

Book Value (Rs Cr) RoCE (x)
Market Cap 

(Rs Cr)

ROE (x)EPS (Rs)

    Company Name

Sales (Rs Cr) EBIT (Rs Cr) PAT (Rs Cr)
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Disclaimer: 
Axis Direct is the brand under Axis Securities Limited, which is a 100% subsidiary of Axis Bank Limited. Axis Bank Ltd. is a listed public company and one 

of India’s largest private sector banks, and has its various subsidiaries engaged in businesses of Asset management, NBFC, Merchant Banking, 

Trusteeship, Venture Capital, Stock Broking, the details in respect of which are available on www.axisbank.com. 

 

Axis Securities Limited is registered as a 

• Stock Broker, Depository Participant, Portfolio Manager, Investment Adviser and Research Analyst with the Securities and Exchange Board 

of India 

• Corporate Agent with Insurance Regulatory and Development Authority of India 

• Point of Presence with Pension Fund Regulatory and Development Authority  

• Distributor for Mutual Funds with AMFI 

 

Registration Details: 

 

SEBI Single Reg. No.- NSE, BSE, MSEI, MCX & NCDEX – INZ000161633 | SEBI Depository Participant Reg. No. IN-DP-403-2019 | Portfolio Manager 

Reg. No.- INP000000654 | Investment Advisor Reg No. INA000000615 | SEBI-Research Analyst Reg. No. INH000000297 | IRDA Corporate Agent 

(Composite) Reg. No. CA0073| PFRDA – POP Reg. No. POP387122023 | Mutual Fund Distributor ARN- 64610.  

 

Compliance Officer Details: Name – Mr Rajiv Kejriwal, Tel No. – 022-68555574, Email id – compliance.officer@axisdirect.in.;  

 

Registered Office Address – Axis Securities Limited, Unit No.002, Building- A, Agastya Corporate Park, Piramal Realty, Kamani Junction, Kurla (W), 

Mumbai – 400070. 
 

Administrative office address: Axis Securities Limited, Aurum Q Parć, Q2 Building, Unit No. 1001, 10th Floor, Level – 6, Plot No. 4/1 TTC, Thane – Belapur 

Road, Ghansoli, Navi Mumbai, Pin Code – 400710. 

 

In case of any grievances, please call us at 022-40508080 or write to us at helpdesk@axisdirect.in. 

 

We hereby declare that our activities have neither been suspended nor have we defaulted with any stock exchange authority with whom we are registered 

in the last five years. However, SEBI, Exchanges, Clearing Corporations and Depositories, etc. have conducted the routine inspection and based on their 

observations have issued advice/warning/show cause notices/deficiency letters/ or levied penalty or imposed charges for certain deviations observed in 

inspections or in the normal course of business, as a Stock Broker/Depository Participant/Portfolio Manager. We have not been debarred from doing 

business by any Stock Exchange/SEBI or any other authorities; nor has our certificate of registration been cancelled by SEBI at any point in time. 

 

Investments in the securities market are subject to market risks. Read all the related documents carefully before investing.  

By referring to any particular sector, Axis Securities does not provide any promise or assurance of a favourable view for a particular industry or sector or 

business group in any manner.  

 

Registration granted by SEBI, membership of RAASB (in case of RA’s) and certification from NISM in no way guarantee performance of the intermediary 

or provide any assurance of returns to investors. None of the research recommendations promise or guarantee any assured, minimum, or risk-free return 

to the investors. Our research should not be considered as an advertisement or advice, professional or otherwise. This research report and its respective 

content by Axis Securities made available on this page or otherwise do not constitute an offer to sell or purchase or subscribe for any securities or 

solicitation of any investments or investment services for the residents of Canada and/or the USA or any jurisdiction where such an offer or solicitation 

would be illegal. 

 

Subject company(ies) may have been clients during the twelve months preceding the date of distribution of the research report. Derivatives are a 

sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. 

 

Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made 

regarding future performance. Information, opinions, and estimates contained in this report reflect a judgment of its original date of publication by ASL and 

are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can fall as 

well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price 

or income of such securities or financial instruments. 

 

The information and opinions in this report have been prepared by Axis Securities and are subject to change without notice. The report and information 

contained herein are strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, 

in part or in whole, to any other person or to the media or reproduced in any form, without prior written consent of Axis Securities. The report must not be 

used as a singular basis for any investment decision. The views herein are of a general nature and do not consider the risk appetite, investment objective 

or the particular circumstances of an individual investor. The investor is requested to take into consideration all the risk factors, including their financial 

condition, suitability to risk return profile and the like and take professional advice before investing. 

 

While we would endeavour to update the information herein on a reasonable basis, Axis Securities is under no obligation to update or keep the information 

current. Also, there may be regulatory, compliance or other reasons that may prevent Axis Securities from doing so. Non-rated securities indicate that the 

rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or Axis Securities 

policies, in circumstances where Axis Securities might be acting in an advisory capacity to this company, or in certain other circumstances.  

 

This report is based on information obtained in good faith from public sources and sources believed to be reliable, but no independent verification has 

been made, nor is its accuracy or completeness guaranteed. This report and information herein are solely for informational purposes and shall not be used 

or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to 

all the customers simultaneously, not all customers may receive this report at the same time. Axis Securities will not treat recipients as customers by virtue 

of their receiving this report. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation that any investment or 

strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for 

all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and the needs of the specific 

recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the 

investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis 

Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a 

mailto:compliance.officer@axisdirect.in
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guide to future performance. Investors are advised to see the Risk Disclosure Document to understand the risks associated before investing in the 

securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be 

subject to change without notice. Axis Securities or its associates might have managed or co-managed a public offering of securities for the subject 

company or might have been mandated by the subject company for any other assignment in the past twelve months. Axis Securities or its associates 

might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report 

for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or 

other advisory services in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services 

other than investment banking or merchant banking, or brokerage services from the companies mentioned in the report in the past twelve months. Axis 

Securities encourages independence in research report preparation and strives to minimise conflict in the preparation of research reports. Axis Securities 

or its associates, or its analysts, did not receive any compensation or other benefits from the companies mentioned in the report or a third party in 

connection with the preparation of the research report. Accordingly, neither Axis Securities nor Research Analysts and/or their relatives have any material 

conflict of interest at the time of publication of this report. Please note that Axis Securities has a proprietary trading desk. This desk maintains an arm’s 

length distance from the Research team, and all its activities are segregated from Research activities. The proprietary desk operates independently, 

potentially leading to investment decisions that may deviate from research views. 

 

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

 

Research Analyst may have served as an officer, director or employee of the subject company(ies). Axis Securities or Research Analysts, or their relatives, 

do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the 

research report. Since associates of Axis Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have 

financial interests or actual/beneficial ownership of one per cent or more or other material conflicts of interest in various companies, including the subject 

company/companies mentioned in this report. Axis Securities may have issued other reports that are inconsistent with and reach different conclusions 

from the information presented in this report. Certain transactions-including those involving futures, options and other derivatives as well as non-investment 

grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centre on studying charts of a stock's 

price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's 

fundamentals. 

 

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long 

or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein 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/company (ies) discussed 

herein or act as advisor or lender/borrower to such company (ies) or have other potential/material conflict of interest with respect to any recommendation 

and related information and opinions at the time of publication of Research Report or at the time of public appearance. Axis Securities may have proprietary 

long/short positions in the above-mentioned scrip(s) and therefore may be considered as interested. This should not be construed as an invitation or 

solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio Management Team (PMS) takes its investment 

decisions independently of the PCG research, and accordingly, PMS may have positions contrary to the PCG research recommendation.  

 

This research report is issued in India by Axis Securities Limited in accordance with the Securities and Exchange Board of India (Research Analysts) 

Regulations, 2014. It is intended solely for persons residing in India. The report is not directed at or intended for distribution to, or use by, any person or 

entity resident in the United States of America, Canada, or in any jurisdiction where such distribution, publication, availability, or use would be contrary to 

applicable securities laws, including the U.S. Securities Exchange Act of 1934, regulations of the U.S. Securities and Exchange Commission (SEC), and 

regulations of the Canadian Securities Administrators (CSA).  

 

RATING SCALE: Definitions of ratings 

Ratings Expected absolute returns over 12 – 18 months 

BUY More than 10%  

HOLD Between 10% and -10% 

SELL Less than -10% 

NOT RATED We have forward-looking estimates for the stock, but we refrain from assigning a valuation and recommendation. 

UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events. 

NO STANCE We do not have any forward-looking estimates, valuations or recommendations for the stock. 

Note: Returns stated in the rating scale are our internal benchmark. 
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