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Press Release 
April 24, 2020 | Mumbai 

 

IT firms stare at revenue, margin blows of the decade 
Healthy liquidity and low debt stock to help IT firms steer through the challenges 

 
Revenue pressures in the ~USD 97 billion Indian information technology (IT) service  industry, will  intensify in fiscal 
2021, due to the impact of the Covid-19 pandemic world-wide, crimping growth to a decadal low of 0-2%, surpassing 
even the earlier low of ~4% registered in fiscal 2018. This is as per an analysis by CRISIL Ratings of 15 large IT firms, 
accounting for almost 70% of the IT service sector’s revenues. 
 
The IT firms also face the spectre of price renegotiations by clients, which would add to the cost pressure emanating 
from investments in digital capabilities and limited incremental cost-saving avenues. Consequently, operating 
profitability could also moderate ~200-250 basis points to a decadal low of ~20% this fiscal. 
 
Says Anuj Sethi, Senior Director, CRISIL Ratings, “Typically, new deals get finalised between March and May, 
but this time around, most clients will focus on mitigating emerging business risks and defer discretionary IT 
spend, while letting existing contracts continue. The current restrictions on people mobility will also delay 
consummation of new deals.” 
  
That said, revenue growth across business verticals will vary. For instance, the banking, financial services and 
insurance (BFSI, accounting for 28% of IT service revenues) will continue to grow at ~8% because of rising share of 
digital transactions and presence of larger and longer-term maintenance contracts that are critical to operations. 
Healthcare verticals (8% of IT services revenue) would also see similar growth because of rising digital transactions 
from hospitals. 
 
On the other hand, large verticals such as manufacturing, travel and tourism, oil and energy, and retail (32% of IT 
service revenues), and communication, aerospace, defence and transportation (22% of IT service revenues) will see 
steep and immediate impact on revenues considering sluggish demand in these sectors. 
  
Says Rajeswari Karthigeyan, Associate Director, CRISIL Ratings, “The impact of slowing revenues will, in 
turn, affect operating profitability despite gains from a depreciating rupee. That is because IT firms will have 
to continue investing in new-age technologies to show-case their ability to service complex digital projects. 
That may not lead to immediate gains. To be sure, despite the share of high-value digital revenues 
quadrupling to ~40% between fiscals 2016-20, IT firms saw an almost 100-150 bps decline in operating 
profitability to 22.7% in fiscal 2020.” 
  
As things stand, the opportunity for optimising employee and outsourcing costs (~70% of revenues), despite potential 
curb on recruitments and wage hikes, appears to be limited. IT firms have already streamlined costs and raised 
utilisation rates to peak levels of 85-90% in recent years by increasing the share of fixed-price contracts. 
 
That said, CRISIL Ratings does not expect any material impact on the credit quality of most IT firms, given their 
healthy financial risk profiles supported by low debt levels and large, liquid surplus. The sample set of 15 IT firms has 
an average gearing of ~0.12 time and cash balances adequate to cover 4-5 months of employee costs. 
  
A few other firms with high revenue concentration in business verticals where the demand outlook is weak could, 
however, face some challenges. 
  
The extent of the Covid-19 pandemic and its impact on global economy, will remain a key monitorable. 
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About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We are 
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation 
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 
100,000 customers. 
  
We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and 
data to the capital and commodity markets worldwide. 
 

For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered 
in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical 
rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range of debt instruments, such as, 
bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, 
perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other 
structured debt instruments. We have rated over 24,500 large and mid-scale corporates and financial institutions. CRISIL has also 
instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and 
microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to 
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
DISCLAIMER 
 
This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used by you in 
full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution (whether directly or 
indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or omissions 
or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ 
distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity. 
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