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The Nifty Information Technol-
ogy (IT) index fell 5.9 per cent on 
February 4, 2026, its biggest daily 
drop in nearly six years. Technol-
ogy funds are down 5.3 per cent 
over the past week. Thirty-two 
funds belonging to this category 
manage ~51,500 crore. 

AI fears triggered selloff 
In its fourth quarter (Q42025) 
earnings call on February 2, Pal-
antir Technologies highlighted 
that one of its AI (artificial intelli-
gence) offerings can compress the 
timeline for SAP ERP (enterprise 
resource planning) migration to 
SAP S/4 from multi-year projects 
to about two weeks in some cases. 
“That narrative triggered fear  
that a meaningful portion of IT 
services work could move away 
from global, including Indian, IT 
services companies,” says Meeta 
Shetty, fund manager, Tata Asset 
Management. 

Next, Anthropic announced 
new AI plug-ins or workplace 
automation tools for its Claude 
Co-work agent. It claimed that 
these tools can carry out end-to-

end tasks in areas such as legal 
work, sales and marketing, data 
analysis, and so on. Investors int -
erpreted this as a direct threat to 
IT services’ firms labour-inten-
sive model. “With AI now able to 
perform tasks such as contract 
analysis and legal document pro -
ce ssing, there is concern that IT 
service-providers’ revenues 
could be affected,” says Gautam 
Kalia, head–investment sol-
utions and distribution, Mirae 
Asset Sharekhan. 

Will tech spends move away? 
A key reason for muted IT services 
growth is that the spending pool is 
shifting toward hardware and 
GenAI adoption on cloud or 
GenAI platforms. 

“When a new technology 
emerges, some depletion of the 
existing revenue pool typically 
occurs,” says Shetty. 

Traditional service offerings 
tend to face disruption before 
newer revenue streams scale up 
meaningfully. “This transition 
phase is impacting visibility on 
growth and margins in the short 
term,” says Manuj Jain, 
cofounder, Valuemetrics , which 

provides valuation insights to 
help market intermediaries carry 
out dynamic asset allocation. 

The risk is perceived to be high 
this time because of the rapid 
pace of change. 

Macro headwinds 
Besides AI, several other factors are 
also weighing on the sector. “Post-
Covid overspending has nor -
malised. This has weighed on 
growth in 2024 and 2025,” says 
Shetty. Wars and tariffs have cre-
ated macroeconomic uncertainty. 
They have reinforced recession-
related concerns and made corpor-
ates cautious about spending on IT. 

What could drive a 
turnaround? 
Experts say that it is not all gloom 
and doom for the IT sector yet. His-
torically, when a new technology 
has come up, new growth levers 
have emerged. “A new growth 
engine could again emerge for IT 
services and support their 
recovery,” says Shetty. 

“Companies that adopt and 
integrate AI advancements could 
emerge stronger,” says Gautam 
Kalia, head-investment solutions 
and distribution, Mirae Asset 
Sharekhan. 

Vishal Dhawan, founder and 

chief executive o)cer (CEO), Plan 
Ahead Wealth Advisors adds that 
tech firms may also benefit from 
AI because it could make their 
own cost structures leaner. 

Avoid knee-jerk reactions 
Existing investors should neither 
exit these funds in haste nor add 
aggressively to their current allo-
cation. Kalia suggests that they 
should monitor revenue guidance 
and changes in new client 
contracts from IT companies. 

Overreaction to negative 
news must be avoided. “Many of 
these businesses are cash rich 
and can pivot to future growth 
areas,” says Dhawan. 

Should new investors enter ? 
Kalia suggests that new investors 
should wait until greater  
clarity emerges on the outlook for 
the IT sector. He is of the view  
that they should also avoid 
buying aggressively. 

Dhawan suggests that new 
investors could build exposure 
gradually through systematic 
investment plans and systematic 
transfer plans (SIP/STP), but must 
avoid lump sum investments at 
this juncture to avoid timing risk. 
“A staggered approach can also 
help deal with rupee-dollar vola-
tility,” he adds. 

The IT sector has a weight of 
about 8.4 per cent in the Indian 
equity market. Jain suggests that 
investors use this as a reference 
point when deciding whether to 
go underweight or overweight on 
the sector. He adds that maintain-
ing allocation at around this level 
will help investors keep volatility 
in check. Dhawan adds that 
investors enter this sector with at 
least a five- to seven-year view.
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Avoid hasty exit or  
aggressive buys on dips

Read full report here: mybs.in/2g3oXUm compiled by su-ai-aa chadha
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The Central Board of Direct  
Taxes has proposed several  
updates to PAN-quoting thresh-
olds, employee benefits valuation, 
and reporting rules as part of the 
transition to the Income Tax Act, 
2025, which is scheduled to  
take effect on April 1. 

PAN rules for bank transactions 
According to the draft rules, PAN 

will be required for cash deposits 
or withdrawals totalling ₹10 lakh 
or more in a financial year across 
one or more bank accounts. 

HRA rules expand to more cities 
For salaried employees claiming 
house rent allowance, the draft 
rules expand the list of Category-
1 metro cities. Bengaluru, Pune, 
Ahmedabad, and Hyderabad are 

now included. 

Crypto reporting and  
digital payments 
The draft rules propose manda-
tory reporting obligations for 
crypto exchanges, requiring them 
to share transaction information 
with the tax department. The 
rules also recognise central bank 
digital currency as an accepted 

mode of electronic payment. 

For most taxpayers,  
the changes mean: 
Fewer PAN requirements  
for smaller transactions 
Clearer rules for  
employee benefits 
  Expanded HRA classification  
for major cities 
Tighter reporting for digital assets

Past decade has 

been rewarding 

Tech funds’ category average returns (%)  

 1-year                           -9.1 

 3-year                 9.8 

 5-year                 9.9 

 10-year               17.6 

3, 5 and 10-year returns are annualised 

Source: pbcs.in

Jubilant FoodWorks’ gains 
hinge on better margins 
ram prasad sahu 

Mumbai, 11 February 

The December quarter (Q3FY26) 
operational performance of the 
country’s largest listed quick-ser-
vice restaurant (QSR) player, Jubi-
lant FoodWorks, was better than 
expectations. While the company 
continues to outperform peers on a 
like-to-like sales growth, gains for 
the stock will depend on its ability 
to maintain and improve margins. 

The stock, which has lost a fifth 
of its value over the past year, is up 
about 8 per cent over the past 
week. It was trading 1.8 per cent 
lower on Wednesday given valu-
ation concerns. In line with its 
business update, the revenue 
growth came in at 12 per cent year-
on-year (Y-o-Y) and order growth 
was at 10., per cent. The same-
store sales (SSS) growth for 
Domino’s was at a steady 5 per cent 
on a high base of 12.5 per cent. The 
company continues to maintain its 
outperformance on the SSS front 
as its peers have reported a muted 
growth on this metric. 

Jubilant expects to grow its 
India business of Domino’s by  
15 per cent Y-o-Y with SSS growth 
at 5-, per cent for FY26. The aver-
age SSS growth in FY26 so far has 
been 8.5 per cent with Q4FY26 also 
facing a high base of 12.1 per cent. 

Even as gross margins were 
lower Y-o-Y, the company sur-
prised the Street on the operating 
profit margin front. Cost inflation 
in dairy, oil and flour dented the 
gross margins while the company 
tried to offset the same with cali-
brated price hikes, mix improve-
ment and operational e)ciencies. 

Standalone gross margins con-
tracted 20 basis points (bps) Y-o-Y 
to ,4.9 per cent, while operating 
profit (pre Ind-AS) margins were 
higher by 90 bps at 13.3 per cent. 
The gains on the operating front 
were on account of operating 
leverage and better store produc-
tivity. The company is introducing 
margin accretive products and 

taking price hikes to support gross 
margins. Analysts, led by Devan-
shu Bansal of Emkay Research, 
point out that the company has 
undertaken price hikes across a 
select menu mix. This, along with 
operating leverage and reduction 
of margin drag from emerging seg-
ments, should help deliver 200 bps 
margin expansion. 

The brokerage has a buy rating 
on assuring commentary around 
delivering mid-teen top line 
growth along with gradual margin 
gains in the standalone business 
and continued strong trends in the 
international business. 

Prabhudas Lilladher Research 
expects 150 bps expansion over 
FY26-FY28, led by an increase in 
average ticket size, supply chain 
benefits, gains from tech invest-
ments and a healthy SSS growth 
outlook. The brokerage has a buy 
rating and believes that it is best 
placed in the QSR space to gain 
from expected improvement in 
consumer demand. 

The delivery channel, which 
accounts for three quarters of its 
pizza franchise, reported a rev-
enue growth of 16 per cent over the 
year-ago quarter. Domino’s India 
added ,5 new stores to its network, 
a 12 per cent Y-o-Y growth, taking 
the total count to 2,396 stores. The 

company added 11 new cities in the 
quarter and the total additions 
over the last nine months have 
been 21, stores. 

Its Popeyes network continued 
its strong momentum, reporting a 
high double-digit SSS growth for 
the second consecutive quarter. 

Its total store count after five 
additions stood at ,3 and the com-
pany plans to hit the 100-store 
mark by Q1FY2,. 

It plans to scale it up to 250 
stores and expects the segment to 
generate ~1,000-crore revenue 
over the medium term and con-
tribute about 1-1.5 per cent to the 
overall growth. 

Antique Stock Broking expects 
a revenue growth of 14 per cent and 
an operating profit growth of 23 per 
cent over the FY25-28 period led by 
top line momentum. This is 
expected to be sustained by strong 
innovative products with great 
value, focus on driving growth 
through an aggressive price-value 
equation and gradually improving 
the macroeconomic situation. 

According to analysts led by 
Abhijeet Kundu of the brokerage, 
near-term profitability could 
improve. This is despite the 
increasing salience of value offer-
ings led by goods and services tax 
reduction and operating leverage.

Firm maintains outperformance in same-store sales segment

Food for thought

Sources: Bloomberg, BSE
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