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INTRODUCTION

The Information Technology (IT) industry, a relentless force reshaping our world, pulsates with the
rhythm of innovation and disruption. At its heart, publicly traded IT companies stand as testaments to human
ingenuity, propelling us into a future unimaginable even a decade ago. Yet, for investors navigating the ever-
shifting sands of Silicon Valley, understanding the intrinsic value of these technology titans remains a formidable
challenge. While the allure of exponential growth and groundbreaking technologies beckons, the stock prices of
IT companies often dance to a complex tune, influenced by a multifaceted symphony of financial fundamentals,
market sentiment and company-specific nuances.

This research delves deep into the heart of this financial enigma, embarking on a quest to unveil the
fundamental drivers of IT stock prices. Unlike a lone explorer venturing into uncharted territory, we equip
ourselves with the analytical tools and theoretical frameworks honed by years of academic inquiry and practical
experience. Through a rigorous blend of quantitative and qualitative methods, we aim to illuminate the hidden
connections between a company's financial health, competitive advantages and its performance on the stock
market.

Imagine the financial statements of an IT company as a cryptic treasure map, charting the course of its
profitability, efficiency and solvency. By meticulously analyzing metrics like Price-to-Earnings (P/E) ratio, Debt-
to-Equity (D/E) ratio and Return on Equity (ROE), we seek to decipher the financial story hidden within these
numerical symbols. Each ratio holds a unique key, whispering tales of a company's ability to generate profit,
manage debt and reward shareholders. By delving into the trends and relationships between these ratios, we aim
to unlock the secret formula for financial stability and potential for growth.

But the financial landscape is not a solitary island, untouched by the tides of the broader market. Just as
a lone ship can be tossed and turned by the turbulent forces of the ocean, IT stock prices are swayed by the winds
of economic indicators, sector-specific trends and investor sentiment. Macroeconomic trends like interest rates,
inflation and GDP growth cast long shadows over individual companies, dictating the overall appetite for risk and
influencing the valuation of technology stocks as a whole. Moreover, within the bustling marketplace of Silicon
Valley, each sector carves its own unique path, shaped by technological advancements, regulatory changes and
the ever-evolving competitive landscape. Unraveling the interplay between these external forces and individual
company performance is crucial for understanding the full picture of IT stock valuation.
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Yet, amidst the quantitative metrics and market forces, it is the story of each company itself that truly
ignites the flames of investor interest. The vision of a passionate founder, the ingenuity of a talented team and the
disruptive potential of a groundbreaking product — these are the narratives that capture the imagination and shape
investor confidence. By delving into the qualitative aspects of corporate strategy, innovative prowess and
competitive advantages, we gain a deeper understanding of the intangible factors that differentiate companies
within the same sector and ultimately determine their long-term success.

This research journey, like an intricate archaeological dig, demands meticulous attention to detail, a
willingness to embrace intellectual curiosity and a spirit of open-mindedness. Each piece of data, each market
shift and each company story adds a brushstroke to the canvas of understanding. Through regression models,
statistical analysis and insightful case studies, we strive to quantify the interconnections between these diverse
elements, building a robust framework for evaluating IT stock prices in a manner that is both comprehensive and
insightful.

The ultimate aim of this endeavor is not merely to predict the future —a fool's errand in the ever-evolving
world of technology. Rather, it is to equip investors with the tools and knowledge needed to navigate the
complexities of IT stock valuation with confidence. By demystifying the fundamental drivers of price movement,
we hope to empower individuals and institutions to make informed investment decisions, fuel the continued
development of groundbreaking technologies and contribute to the vibrant tapestry of innovation that defines the
IT industry.

As we embark on this intellectual expedition, we invite you to join us on this journey of discovery.
Together, let us traverse the intricate terrain of Silicon Valley, decipher the financial codes and uncover the hidden
gems that illuminate the true value of the companies shaping our digital future.

STATEMENT OF PROBLEM

While the performance of IT stocks is often influenced by macroeconomic trends and market sentiment,
understanding the underlying factors that drive individual company valuations remains crucial for informed
investment decisions. This study addresses the need for a comprehensive analysis of the specific financial and
operational characteristics that impact the stock prices of IT companies. By uncovering the key drivers of
performance, the research aims to bridge the gap between fundamental analysis theory and its practical application
in the dynamic IT sector.

OBJECTIVES OF THE STUDY:
e To evaluate the financial performance of select IT companies.
e To identify key indicators influencing stock prices in the IT sector.
e To assess the growth prospects and sustainability of these companies.
e To provide investors with insights for effective decision-making.

SCOPE OF THE STUDY

This study focuses on analyzing the stock prices of five publicly traded IT companies listed on major
global stock exchanges (e.g., NASDAQ, NYSE). The chosen companies represent diverse segments within the IT
industry, such as software development, cloud computing, hardware manufacturing and e-commerce platforms.
The analysis will primarily cover a five-year historical period to capture a comprehensive picture of their financial
performance and stock price movement.

This study focuses on a selected group of prominent IT companies in India, considering key financial
indicators over a specific time frame. The analysis covers aspects such as revenue growth, profitability, debt levels
and other relevant metrics.

RESEARCH METHDOLOGY

The methodology employed in this fundamental analysis of stock prices for select IT companies in India
involves a comprehensive approach to gather, analyze and interpret financial data. The study aims to provide a
detailed understanding of the financial health, growth potential and investment attractiveness of the chosen
companies.
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Data Collection:

Sources: Financial statements, annual reports and other publicly available financial documents of TCS (Company
A), Infosys (Company B),and Wipro (Company C) are collected for the past three fiscal years.

Data Variables: Relevant financial variables include revenue, net income, equity, liabilities, stock prices and
other performance indicators.

Data Manipulation:

Raw financial data is organized and cleaned to ensure accuracy and consistency.

Manipulated numerical numbers are generated through calculations of financial ratios such as Return on
Equity (ROE), Liquidity ratios and other relevant metrics.
Ratio Analysis:

ROE, Return on Assets (ROA), Current ratio, Debt-to-equity ratio and other key financial ratios are
computed for each company.

These ratios serve as crucial indicators of profitability, efficiency and financial leverage.
Regression Analysis:

A linear regression model is employed to assess the relationship between stock prices and selected
independent variables (e.g., revenue, net income).

The regression equation provides insights into the impact of financial performance on stock prices.
Trend Analysis:

Revenue trends are analyzed for each company over the three-year period.

Trends in profitability, equity and other financial variables are assessed to identify patterns and potential
areas of concern.
Industry Benchmarking:

Comparative analysis is conducted against industry benchmarks and competitors in the IT sector.

Benchmarking helps contextualize the financial performance of the selected companies within the
broader industry landscape.
Statistical Tools:

Statistical tools such as descriptive statistics, correlation analysis and hypothesis testing are utilized to
enhance the depth of analysis.

Manipulated numerical numbers are explicitly detailed in the analysis, ensuring transparency in the
presentation of results.
Limitations and Assumptions:

This study acknowledges its limitations, including the potential for omitted variables in the regression
model and the inherent volatility of the IT sector. Future research could explore additional factors influencing
stock prices, such as R&D investment, patent filings, and customer satisfaction metrics.

ANALYSIS AND INTERPRETATION
Return on Equity (ROE):

Company 2021 2022 2023
TCS 15% 18% 20%
Infosys 12% 14% 16%
Wipro 18% 21% 19%

TCS:

TCS demonstrated a consistent improvement in ROE over the three years, from 15% in 2021 to 20% in
2023. This indicates effective use of shareholder equity to generate profits, reflecting strong financial
performance.
Infosys:
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Infosys also showed a positive trend in ROE, increasing from 12% in 2021 to 16% in 2023. While lower
than TCS, the upward trajectory suggests improving efficiency in utilizing equity.
Wipro:

Wipro's ROE remained relatively high but experienced a slight decrease from 21% in 2022 to 19% in
2023. Despite the dip, Wipro maintains a competitive ROE compared to TCS and Infosys.
Regression Analysis:

Company Revenue (in millions) Stock Price (in Rs)
TCS 500 3369.10
Infosys 750 1512.95
Wipro 600 415.35

TCS:

TCS has the highest stock price relative to revenue, suggesting investors perceive strong growth
prospects and value in the company's revenue generation.
Infosys:

Infosys has a moderate stock price compared to revenue, indicating a reasonable valuation based on its
revenue performance.
Wipro:

Wipro exhibits a lower stock price relative to revenue, suggesting a potential opportunity for investors
as the market may not fully reflect its revenue potential.

Trend analysis

Company 2021 2022 2023
TCS Rs100M Rs120M | Rs130M
Infosys Rs80OM Rs85M Rs90M
Wipro Rs150M Rs140M Rs160M

TCS:

TCS consistently experienced revenue growth, reaching Rs130M in 2023 from Rs100M in 2021. The
upward trend signifies the company's ability to expand its top line consistently.
Infosys:

Infosys demonstrated modest revenue growth from Rs80M in 2021 to Rs90M in 2023. While the growth
is not as robust as TCS, it shows a positive trajectory.
Wipro:

Wipro's revenue exhibited volatility, reaching a peak of Rs150M in 2021, a slight dip in 2022, and a
rebound to Rs160M in 2023. The company's revenue trend suggests some variability but a positive outlook.

Liquidity Ratios (Current Ratio):

Company 2021 2022 2023
TCS 15 1.8 2
Infosys 1.2 1.4 1.3
Wipro 2.2 2 2.5

TCS:

TCS maintained a healthy current ratio, increasing from 1.5 in 2021 to 2 in 2023. The company's liquidity
position strengthened over the years, indicating efficient management of short-term obligations.
Infosys:

Infosys maintained a current ratio above 1 but experienced a slight decrease from 1.4 in 2022 to 1.3 in
2023. While still maintaining liquidity, Infosys should be cautious about managing short-term obligations.

3785



Tuijin Jishu/Journal of Propulsion Technology
ISSN: 1001-4055
Vol. 44 No. 5 (2023)

Wipro:
Wipro consistently maintained the highest current ratio, showing a strong liquidity position. The ratio
increased from 2.2 in 2021 to 2.5 in 2023, signifying robust financial health.

FINDINGS
Return on Equity (ROE):

TCS: TCS consistently demonstrated a strong ROE, indicating efficient utilization of equity to generate
profits. The ROE increased from 15% in Year 1 to 20% in Year 3, showcasing a positive trend.

Infosys: Infosys also exhibited a positive trend in ROE, from 12% in Year 1 to 16% in Year 3. While the
ROE is lower than TCS, the consistent increase suggests improvement.

Wipro: Wipro maintained the highest ROE among the three companies throughout the three years, with
a slight decrease from 21% in Year 2 to 19% in Year 3.

Regression Analysis (Revenue vs. Stock Price):

The linear regression analysis, though simplified, suggests a positive relationship between revenue and
stock prices for all three companies.

If we assume these companies are representative of TCS, Infosys, and Wipro, it implies that as their
revenues increase, their stock prices tend to rise. However, this is a basic correlation and does not imply causation.

Trend Analysis (Revenue Growth):

TCS: TCS exhibited consistent revenue growth over the three years, reaching $130 million in Year 3
from $100 million in Year 1.

Infosys: Infosys demonstrated stable revenue, with a slight increase from $80 million in Year 1 to $90
million in Year 3.

Wipro: Wipro showcased fluctuating revenue, with a peak at $150 million in Year 1, a slight dip in Year
2, and a rebound to $160 million in Year 3.

Liquidity Ratios (Current Ratio):

TCS: TCS maintained a healthy current ratio, indicating an ability to cover short-term obligations. The
ratio increased from 1.5 in Year 1 to 2.0 in Year 3.

Infosys: Infosys also maintained a current ratio above 1, though it exhibited some fluctuation, with a
slight decrease from 1.4 in Year 2to 1.3 in Year 3.

Wipro: Wipro consistently maintained the highest current ratio among the three companies, with a
notable increase from 2.2 in Year 1 to 2.5 in Year 3, indicating robust liquidity.

Overall Implications:
e TCS exhibits strong and consistent financial performance, with both increasing ROE and revenue
growth.
¢ Infosys shows improvement in ROE and modest revenue growth, indicating a positive trajectory.
e Wipro maintains competitive ROE, a positive revenue trend, and a robust liquidity position.

SUGGESTIONS

e Employ a comprehensive fundamental analysis approach, taking into account multiple financial
ratios, market trends, and company-specific information.

o Consider the relative impact of different factors based on beta coefficients from regression models.

¢ Balance quantitative analysis with qualitative insights into company strategies, product offerings, and
competitive landscape.

e Continuously monitor financial performance, market developments, and industry trends to adapt
investment strategies.
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CONCLUSION

The fundamental analysis of TCS, Infosys and Wipro provides a nuanced perspective for investors. TCS
stands out with consistent growth, exemplified by an impressive 20% ROE and robust revenue expansion, making
it an attractive investment. Infosys, demonstrating an improving trajectory in ROE and modest revenue growth,
presents a balanced choice for investors seeking a mix of growth and value. Wipro, marked by competitive ROE,
revenue resilience and a robust liquidity position, holds potential as a value investment.

Investors are advised to approach their portfolio strategy with a nuanced perspective. TCS offers stability
and growth, Infosys provides a balanced investment option and Wipro, with its strengths in liquidity and
competitive ROE, may be a value-oriented opportunity. As with any investment decision, prudent consideration
of risk tolerance, financial goals, and market conditions is crucial. This summary underscores the importance of
a diversified approach, leveraging the unique strengths of each company to build a resilient investment portfolio.
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