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Event Update 

Intensifying pressure on margins 

Quick Pointers: 

▪ H-1B visa fee increased by USD100,000 for new applications 

▪ Additional costs are expected to impact operating margins by ~40bps on a 

median basis in FY27E across our coverage universe 

The new executive order for imposing additional visa fee of USD100,000 on 

new approvals (applicable Mar’26) would pressurize margins by median 
~40bps for FY27E across our PL coverage universe. More importantly, the 

individual visa petition/approval would be valid for 3+3 years before the 
individual falls into the lottery cycle again, and visa fee becomes due. Hence, 

the one-time visa fee would be capitalized over 6 years. However, the H-1B visa 
dependency has reduced meaningfully over the last decade, median visa 

approvals (new + renewals) as a percentage of headcount stood at 0.7% in 
1HCY25 vs. 3.4% in CY16. Per our estimates, new H-1B visa approvals account 

for median ~0.2% to the overall employee base every year, that translates to 
median ~USD60mn expense for our coverage universe. We believe the impact 

is marginal across our coverage universe, except for LTIM, where the margin 
impact is notable at ~130bps for FY27E due to relatively higher visa 

dependency.   

With the H-1B visa fee hike, we expect visa dependency to reduce further, and 
right shoring and offshoring to remain the key drivers to rationalize delivery 

charges. Post COVID, the offshoring trend has accelerated to its full potential, with 
notable improvement of 500-600bps over FY20-25. We expect the momentum 

to continue with near shoring (Canada, Mexico) likely to be an immediate available 
alternative before the lottery cycle falls due. We don’t see near-term impact until 

Mar’26; however, medium-term earnings (FY27E) might get impacted by median 
~2.6% across our IT coverage universe, with LTIM being the most affected, by 

~7.5% and ~5.0%, respectively. We continue to prefer INFY, TCS and PSYS, where 

the EPS impact is marginal. 

Additional visa fee to impact margins from FY27E: The USD100,000 fee on new 

H-1B visa approvals translates into an incremental median margin impact of 

~40bps and EPS erosion of ~200bps across our coverage universe in FY27E. 

Large-cap IT players (TCS, Infosys, HCLT, Wipro, TechM) will face modest 

headwinds, with EBIT margin declines of 30–60bps and EPS impact of 1–4%. LTIM 

(-130bps EBIT, -7.6% EPS) is disproportionately affected given higher visa reliance. 

Declining H-1B dependency: Over the past decade, IT companies have steadily 

reduced their dependency on H-1B visas, driven by stricter US immigration policies 

and a shift toward increased local hiring, supported by evolving delivery models. 

Our internal estimates indicate that median H-1B visa approvals as a share of total 

headcount have declined sharply, from 3.4% in CY16 to just 0.7% in 1HCY25. As a 

result, the overall financial impact of higher visa fee remains limited for most 

players, given their reduced reliance on new H-1B approvals. 
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 PL Universe 

Companies Rating CMP (Rs) TP (Rs) 

Cyient REDUCE 1,241 1,150 

HCL Technologies HOLD 1,470 1,550 

Infosys Acc 1,540 1,750 

KPIT Technologies Acc 1,285 1,390 

LTIMindtree Hold 5,521 5,340 

L&T Technology Services HOLD 4,360 4,250 

Mphasis Acc 2,993 2,920 

Persistent Systems Hold 5,512 5,890 

Tata Consultancy Services BUY 3,169 3,920 

Tata Technologies SELL 724 570 

Tech Mahindra Reduce 1,554 1,470 

Tata Elxsi SELL 5,723 4,750 

Wipro HOLD 256 260 

Source: PL       Acc=Accumulate 
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 Additional cost could impact EPS by median of ~200bps in FY27E 

across our coverage companies 

Particulars 
2025 H-1B 

new visas (in 
nos) 

2025 new H-
1B visas as % 
of total empl 

Additional 
fee  

(in USD mn) 

Impact on EBIT 
margin with 

additional fee 
FY27E 

EPS 
variation 

FY27E 

TCS 1055 0.2% 105.5 0.3% -1.2% 

Infosys 612 0.2% 61.2 0.3% -1.1% 

Wipro 560 0.2% 56 0.5% -2.7% 

HCLT 727 0.3% 72.7 0.5% -2.5% 

TechM 385 0.3% 38.5 0.6% -3.9% 

LTIM 675 0.8% 67.5 1.3% -7.6% 

Persistent 62 0.3% 6.2 0.3% -2.0% 

Mphasis 78 0.2% 7.8 0.4% -2.4% 

Cyient-DET 6 0.1% 0.6 0.1% -0.6% 

KPIT 4 0.0% 0.4 0.0% -0.2% 

LTTS 54 0.2% 5.4 0.4% -2.2% 

Tata Elxsi 19 0.2% 1.9 0.4% -1.4% 

Tata Tech 20 0.2% 2 0.3% -1.6% 

Source: USCIC, Company, PL (our assumptions) 

 EBIT margin could impact by median of ~40bps for PL coverage 

companies 
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Source: Company, PL (our assumptions) 

 Consolidated EPS CAGR during FY25-27 to decline by ~150bps due 

additional visa cost 
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Source: Company, PL (our assumptions) 

 US region revenue contribution significant for all our companies 
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Source: Company, PL (our assumptions) 

 Median H-1B visa applications for Indian IT companies have declined 

over the years 
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 Valuation Summary 

Company Names S/C Rating CMP 
(Rs) 

TP 
(Rs) 

MCap 
(Rs bn) 

Sales (Rs bn) EBITDA (Rs bn) PAT (Rs bn) EPS (Rs) RoE (%) PE (x) 

FY24 FY25 FY26E FY27E FY24 FY25 FY26E FY27E FY24 FY25 FY26E FY27E FY24 FY25 FY26E FY27E FY24 FY25 FY26E FY27E FY24 FY25 FY26E FY27E 

Cyient C REDUCE 1,241 1,150 137.8 71.5 73.6 74.2 82.9 13.0 11.5 11.5 13.5 7.3 6.2 6.0 7.4 66.2 56.0 54.2 67.1 19.0 13.0 11.0 12.8 18.7 22.2 22.9 18.5 
HCL Technologies C HOLD 1,470 1,550 3,986.2 1,099.1 1,170.6 1,266.3 1,378.1 242.0 255.1 266.6 301.4 157.0 173.9 175.1 200.1 58.0 64.1 64.5 73.7 23.5 25.2 24.8 27.6 25.4 22.9 22.8 19.9 
Infosys C Acc 1,540 1,750 6,377.9 1,536.7 1,629.9 1,734.2 1,889.2 364.3 392.4 418.4 466.9 242.6 267.1 284.6 315.0 58.6 64.5 68.7 76.0 29.7 29.0 29.7 32.8 26.3 23.9 22.4 20.3 
KPIT Technologies C Acc 1,285 1,390 348.7 48.7 58.4 65.6 77.0 9.9 12.3 13.8 16.6 5.9 7.7 8.4 10.8 21.9 28.4 31.0 39.8 31.1 30.3 26.4 28.1 58.6 45.3 41.4 32.3 
LTIMindtree C Hold 5,521 5,340 1,634.2 355.2 380.1 411.9 457.9 63.9 64.9 70.6 81.9 45.9 46.0 51.0 58.7 155.0 155.4 172.4 198.3 25.1 21.5 21.1 21.4 35.6 35.5 32.0 27.8 
L&T Technology 
Services C HOLD 4,360 4,250 464.2 96.5 106.7 121.0 135.0 19.2 19.0 20.1 23.5 13.0 12.7 13.4 15.5 123.3 119.0 126.7 146.5 26.7 22.2 20.7 21.3 35.3 36.6 34.4 29.8 

Mphasis C Acc 2,993 2,920 568.4 132.8 142.3 155.0 171.8 24.2 26.5 29.2 32.7 15.5 17.0 18.8 21.4 82.3 89.6 99.0 112.7 18.6 18.5 18.8 19.8 36.4 33.4 30.2 26.6 
Persistent Systems C Hold 5,512 5,890 855.3 98.2 119.4 141.4 171.2 17.2 20.6 24.8 30.7 11.4 14.0 17.2 21.4 74.2 90.2 109.8 136.9 25.6 24.8 25.3 27.2 74.3 61.1 50.2 40.3 
Tata Consultancy 
Services C BUY 3,169 3,920 11,466.5 2,408.9 2,553.2 2,640.3 2,854.7 643.0 672.8 705.9 774.5 465.9 485.5 518.2 567.0 127.5 134.2 143.2 156.7 50.9 51.8 53.2 55.2 24.9 23.6 22.1 20.2 

Tata Technologies C SELL 724 570 293.8 51.2 51.7 52.9 60.0 9.4 9.3 9.1 10.6 6.8 6.8 7.0 8.2 16.8 16.7 17.3 20.2 21.9 19.9 19.0 21.0 43.2 43.4 42.0 35.8 
Tech Mahindra C Reduce 1,554 1,470 1,376.7 520.0 529.9 543.7 578.1 57.7 69.9 80.6 101.2 36.2 42.5 49.6 65.1 40.9 48.0 55.9 73.5 12.7 15.1 17.2 22.2 38.0 32.4 27.8 21.1 
Tata Elxsi C SELL 5,723 4,750 356.4 35.5 37.3 38.0 42.4 10.5 9.7 8.7 10.4 7.9 7.8 7.1 9.0 127.2 126.0 113.5 143.9 34.5 29.3 23.6 26.7 45.0 45.4 50.4 39.8 
Wipro C HOLD 256 260 2,676.1 897.6 890.9 911.0 968.8 170.2 180.9 181.8 194.3 110.5 131.4 134.1 141.1 10.4 12.6 12.8 13.5 14.4 16.6 16.0 16.5 24.5 20.4 20.0 19.0 

Source: Company, PL   S=Standalone / C=Consolidated / Acc = Accumulate 
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Analyst Coverage Universe 

Sr. No. Company Name Rating TP (Rs) Share Price (Rs) 

1 Cyient Reduce 1,150 1,289 

2 HCL Technologies Hold 1,550 1,620 

3 Infosys Accumulate 1,750 1,575 

4 KPIT Technologies Accumulate 1,390 1,269 

5 L&T Technology Services Hold 4,250 4,347 

6 LTIMindtree Hold 5,340 5,195 

7 Mphasis Accumulate 2,920 2,625 

8 Persistent Systems Hold 5,890 5,606 

9 Tata Consultancy Services BUY 3,920 3,382 

10 Tata Elxsi Sell 4,750 6,138 

11 Tata Technologies Sell 570 717 

12 Tech Mahindra Reduce 1,470 1,608 

13 Wipro Hold 260 261 

 

PL’s Recommendation Nomenclature 

Buy  : > 15% 
Accumulate : 5% to 15% 
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 
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 ANALYST CERTIFICATION 

(Indian Clients) 

We/I 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, Mumbai, 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 INH000000271. 

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 
or act 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: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

www.plindia.com 
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