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H-1B fee hike — a near term hurdle

The US Government on Friday, Sept. 19, 2025, announced fee hike to US$100k for
applicants to the H-1B visa program for skilled foreign workers starting with FY26
lottery cycle. The one-time fee applicable on all companies (Indian/US) that use the
H-1B program applies prospectively to fresh filings only, excluding renewals,
extensions and changes.

Our initial assessment indicates that the impact on margins is likely to be around
40-200 bps, assuming the similar new H-1B filings (which we believe will come
down drastically ahead).

Our View:

The impact mathematics (worst case): Assuming that similar number
(based on the average of last two year’s filings) of new applications are
made in FY26, we expect impact on margins is likely to be around 40-200
bps with earnings impact ranging from 2-14% for our coverage universe,
while BPO players remain largely insulated. The most hit companies would
be Birlasoft, Persistent and LTIM while Firstsource (zero H-1B reliance)
shall be least hit (Refer Exhibit 2). Nonetheless, as seen in the past, the
ability of large IT companies to pivot away from H-1B dependencies, shall
soften the realised hit, in our view.

Reducing dependencies on H-1B: We highlight that IT companies now
have ~70% of local workforce in US (either US citizens or Green Card
holders) with reduction over the years driven by local
hiring/offshoring/nearshoring. Notably, HCLT, Infosys and TCS have stated
earlier this year that 80%, 60%+ and 50%-+ of their US workforce is visa-
independent, respectively, clearly reflecting the reducing dependencies
over last 8 years (Refer Exhibit 1). We also note that incremental
application fee is almost equal to the average onsite wage of the IT
companies (~US$106k). Thus, given the non-feasibility, we believe
companies will increase local hiring, use more of L-1 visas, limit use of H-
1B visas (to extremely critical & highly skilled/paid resource), shift work
offshore/nearshore and over a period of time, build cost escalation in
contracts, thereby limiting the overall impact.

Way ahead: Nifty Index is down ~16% in the last 1 year and prices in most
of the negatives, in our view. Nonetheless, we expect near-term overhang
in stock prices as investors price in protectionist risks. Structurally, the
move will accelerate operating model changes towards higher
local/nearshore hiring and greater offshore delivery, akin to COVID-era
remote delivery pivots. We will also monitor if the order faces any
challenge in US courts and await commentary from the companies on
quantifiable impact (if available) to bake into our estimates.

Exhibit 1: Reducing dependency on H-1B

Total applications for H-1B
42671

45000

P

32224
26647

35000
20870

30000 25679 25421
P~ 23185
25000
20182
20000
15000
10000
5000
2018 2019 2022 2023 2024

2017 2020 2021

Source: USCIS, ICICI Direct Research

Sector Impact

Marginally negative

H-1B visa is valid for a three-year
period and may be extended for
another three years.

Therefore, the additional fee is
applicable only at the time of new H-
1B visa application.

The effective impact may remain
moderate and may kick-in from FY27
onwards, given only new visas are
covered and FY26 lottery is already
concluded.

TCS, Infosys, and Wipro have seen
their  visa allocations decline
significantly from 2022 to 2025: TCS
by nearly 45 percent, Infosys by over
71 percent, and Wipro by almost 33
percent.
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Exhibit 2: Impact on margin and earnings across our coverage universe

Avg. of FY24 & 25 .

Company N FY25 revenue PAT (INR crore) Additional cost Impa<.:t on Impa.ct on
I (INR crore) (INR crore) margin (bps) earnings (%)

(approval+denial)
TCS 1117 2,655,324 48,553 983 38 152
Infosys 1395 1,62,990 26,725 1,228 75 3.45
HCL Tech 813 1,17,055 17,390 715 61 3.08
Tech Mahindra 392 52,988 4,252 345 65 6.09
LTIMindtree 592 38,008 4,602 521 137 8.48
Mphasis® 130 14,223 1,703 114 80 5.04
Coforge® 65 12,051 812 57 47 5.28
Persistent 256 11,939 1,400 225 188 12.04
Mastek 18 3455 376 15 45 3.07
Birlasoft 111 5375 517 98 182 14.17
Sonata 17 10157 425 15 14 2.56
LatentView 20 848 174 17 202 7.39

1 H1B cycle follows US government fiscal year of Oct-Sept; Average is average of FY24 (Oct-Sep) and 9MFY25. 2 Mphasis and Coforge clarified that they had applied net new 130 & 65
applications and hence that is taken as base for potential impact of fee hike; Source: USCIS, ICICI Direct Research

Exhibit 3: Trend in H-1B applications for our coverage universe

New New
Company applications- applications- Average of FY24 & 9MFY25 Total applications-2024 Total applications-2025

FY24* 9MFY25
TCS 1,469 765 1117 7,853 5,839
Infosys 2,535 255 1395 8,293 2,044
HCLTech 1,265 360 813 3,040 1,819
TechM 498 286 392 1,220 972
LTIM 806 377 592 2,148 1,837
Mphasis 196 130 163 790 667
Coforge 153 65 109 434 294
Persistent 314 197 256 562 411
Mastek 25 10 18 53 34
Birlasoft 143 79 111 362 243
Sonata Software 21 12 17 40 36
LatentView 35 4 20 72 31
Total 7,460 2,540 5,000 24,867 14,227

* H1B cycle follows US government fiscal year of Oct-Sept; Source: USCIS, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavors to provide objective opinions and recommendations. ICICI Direct assigns ratings to its
stocks according -to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%;

Sell: <-15%
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