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Steady but subdued: IT services’
revenue growth to stay modest at 2-
3% in USD terms in FY2026
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Impact of US tariffs on revenue India-UK FTA to augur well for
1 growth prospects 2

the industry
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Notwithstanding some recovery in operating income rise in recent quarters, the Indian IT services
industry is unlikely to witness any material uptick in earnings momentum in FY2026 owing to the
uncertainties arising due to US tariff imposition. ICRA’s sample set of IT services companies is
estimated to report a modest YoY revenue growth of 2-3% in USD terms in FY2026 (against 2.9% in
FY2025).
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The US and Europe together account for 80-90% of the industry’s revenues; growth across these
markets remained moderate through FY2025 with Q4 FY2025 witnessing a modest decline. The
performance in these markets in Q1 FY2026 will remain modest, given the US tariff uncertainty

ICRA maintains a Stable outlook for the ARG T velet qpe T,

IT industry. The outlook is supported by
the well-established business position
of Indian IT players, controlled wage
costs, and stable attrition rates, which

Despite record order wins in Q4 FY2025, the conversion to revenues will witness further delays as
customers remain cautious due to the global uncertainty. The impact on revenue growth through
FY2026 is unclear, but higher tariffs may delay orders and limit IT deal wins due to spending

are expected to enable the industry to constraints.

maintain a steady margin profile.
Employee hiring is expected to remain low until the demand outlook improves. Hiring in
subsequent quarters of FY2026 will align with sectoral growth, with skills becoming crucial amid rapid
adoption of artificial intelligence (Al) and generative Al (GenAl) technologies.

India-UK Free Trade Agreement (FTA) will augur well for the Indian IT services industry. The
exemption of social security contribution for three years for UK-based temporary Indian employees
and their employers is expected to enhance workforce mobility. However, the financial impact of this
measure may be modest for the industry.

Note: *ICRA sample set of 15 companies, accounting for ~60% of industry (Birlasoft Ltd., Coforge Ltd., Cyient Ltd., HCL Technologies Ltd., Infosys Ltd., LTIMindtree, Mastek

Ltd., Mphasis Ltd., Mindtree Limited, Persistent Systems Ltd., Oracle Financial Software Services, Tata Consultancy Services Ltd., Tech Mahindra Ltd., Wipro Ltd. and Zensar

Technologies Ltd.) and their publicly available disclosures Sensitivity Label : Public www.icra.in
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Name Designation Email Contact Number
Jitin Makkar Senior Vice-President and Group Head jitinm@icraindia.com 0124 — 4545 368
Kinjal Shah Senior Vice-President and Co-Group Head kinjal.shah@icraindia.com 022 — 6114 3442
Deepak Jotwani Sector Head and Vice-President deepak.jotwani@icraindia.com 0124 — 4545 870
Aruna Ganesh Analyst aruna.ganesh@icraindia.com 022 - 6114 3459
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ICRA Business Development/Media Contact Details

Name Designation Email Contact Number
L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304
Neha Agarwal Head — Research Sales neha.agarwal@icraindia.com 022-61693338
Rohit Gupta Head Business Development — Infrastructure Sector rohitg@icraindia.com 0124-4545340
Vivek Bhalla Head Business Development — Financial Sector vivek.bhalla@icraindia.com 022-61693372
Vinita Baid Head Business Development — East vinita.baid@icraindia.com 033-65216801
Shivam Bhatia Head Business Development — Corporate Sector — North & South shivam.bhatia@icraindia.com 0124-4545803
Sanket Kulkarni Head Business Development — Corporate Sector — West sanket.kulkarni@icraindia.com 022-6169 3365
Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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