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EO: Extraordinary Items includes Rs 578 mn for Q4FY07 (sale of 40% stake in Sitel JV) and Rs 253 mn for Q1FY08
(Tax reversal)

Quarter Ended: Under US GAAP
 (Rs Mn) Q1FY07 Q4FY07 Q1FY08 QoQ YoY Q1FY08 Deviation

(A ) (A ) (A ) Var% Var% (P) from our

estim.

Revenues (Rs Mn) 41,443.0 51,463.7 52,028.2 1.1 25.5 52,144.0 (0.2)

EBIT % 22.4 25.6 23.1 (253.3) 70.7 23.5 43.7

EBIT 9,265.0 13,172.7 11,999.3 (8.9) 29.5 12,253.8 (2.1)

Net Profit Before EO 8,625.7 11,149.9 11,855.0 6.3 37.4 11,153.1 6.3

Net Profit After EO 8,625.7 11,727.9 11,602.0 (1.1) 34.5 11,153.1 4.0

Q1FY08 Result: Better than expectations

After a lackluster performance in Q4FY07, TCS has tactically combat the rising
rupee environment, and reported a better than expected numbers for Q1FY08. On a
consolidated basis, revenues grew by 1% QoQ in rupee terms, which was quite
inline with the expectations, however in $ term its reported a sequential growth of 8%
QoQ.

On the other hand, despite facing odds from rising rupee environment coupled with
wages hikes and visa cost, TCS has managed to negate margin decline to certain
extent with better utilization, SG&A leverage and productivity improvement.  For
Q1FY08. EBIT margin sequentially declined by around 253bps to 23.1, which was
quite inline with our expectations.

For Q1FY08, other income was significantly higher by 374% to Rs 1516 mn, which
was primarily on account of Rs1070 mn gain from hedging. Thus, net profit before
EO was up by 6.3% QoQ and 37.4% YoY to Rs 11855 mn, which was higher than
our expectations.  After considering EO (40% stake sale in Sitel JV) in Q4FY07, and
tax write back of Rs 253 mn, net profit for the quarter under review was marginally
down by 1% QoQ and up by 34.5 YoY.

Operational and Financial Highlights:
Revenue: Inline with expectations
q In $ term revenues grew by 8% for Q1FY08. For Q1FY08, volume grew by

around 7.6%, as compared to 6.4% in Q4FY07, blended pricing improvement
at 0.6% QoQ.

q Revenue growth was negatively impacted by 660 bps on account of rupee
appreciation.

q Top 5 and Top 10 clients grew by 10.8% and 11.3% respectively.

q Among the industry vertical, Life Science and Healthcare with 40% QoQ
growth, followed by BFSI and Energy and Utilities growth remains 12.5%
QoQ.
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Net profit before EO up by 6% QoQ

Revenues in $ term grew by 8% QoQ
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q Healthy clients ramps up seen across the clients accounts, clients in the
$1 mn run rate increases by 25 to 322 as compared to 297 in Q4FY07,
Clients in $20 mn and $10 mn run rate increases by 6 and 10 respectively
to 45 and 85 at the end of Q1FY08. For the quarter under review, clients in
$100 mn brackets increases to 6 from 3 in Q4FY07.

EBIT Margin:  Declined by 250 bps QoQ, inline with expectation

EBIT margin for the quarter under review declined by 250bps to 23.1%, which was
inline with our expectations.

v During the quarter under review, margin was negatively impacted by rupee
appreciation to the extent of 258 bps; wages hikes impacted margins by
around 208 bps and increase in the SG&A expenses. Nevertheless, with
improvement in the employee productivity coupled with scale benefits has
restricted the margins fall to 250 bps at 23.1% for Q1FY8.

Other key Metrics:

v Total number of active clients stood at 771, added 54 new clients during
Q1FY08.

v Repeat business gone up to 99.2% for Q1FY8 as compared to 94.9%
in Q4FY07.

v Offshore revenues contribution stood at 41.1% as compared to 41.3%
in Q4FY07. Revenues contribution from GDC was stood at 4.6% as
compared to 4.1% in Q4FY07.

v Utilization rates including trainees improved to 76% as compared to
74.7% in Q4FY07.  Utilization rates excluding trainees marginally
declined to 79.1% as compared to 79.6% in Q4FY07.

v TCS has added 8706 gross employees for Q1FY08, total employees
strength stood 94902 at the end of Q1FY08.

v Attrition rate stood at 11.5%, attrition rate in IT services stood at 11%
and BPO at 16.7% on LTM basis.

v Total forex hedge stood at $2.5 bn for next two years, and $1.75 bn for
fiscal 08.

v Pursuing 20 deals worth $50 mn and some more than $100mn.

Business Outlook and Valuation: Aggressive hedging mechanism
TCS with its mammoth scale and global delivery capability is better off among the
Indian IT companies to combat the rising rupee environment, which was Clearly
depicted in the performance of quarter gone by.

Going forward, deals pipelines are getting stronger and we don’t witness any kind of
concern from the management comment on secular demand environment, further
robust growth in the industry and services verticals coupled with healthy clients
transformation and 3-4% pricing increases in contracts renewals, assures strong
business traction for TCS.

Nevertheless, rising rupee is still a cause for concern for entire Indian IT sector and
TCS is no exception. Going forward, we expect EBIT margins to remain under
pressure in the short to medium term, however improvement in pricing coupled with
continual productivity improvement will offset margin contraction to certain extent.

On the other hand, with TCS aggressive hedging mechanism and hedge cover of
$2.5bn will provide some cushions to maintain the net margin in rising rupee scenario.

Operational efficiency restrict margin
fall to 250bps QoQ

Forex cover stood at $2.5 bn

Contd...
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We have marginally revised our estimates for FY08E and FY09E. We expect TCS
revenue and net profit to grow at a CAGR of 27% and 24% respectively over FY07A-
09E.

Financial Estimates -
Year Ended                                        Old              Revised                  Implied

Estimates            Estimates        Change
FY07A FY08E FY09E FY08E FY09E           (%)

Net Sales (Rs Mn) 186332.1 246717.5 311610.3 233620.1 300612.3 (5.3) (3.5)
EBIT Mn) 46444.4 59705.6 74786.5 56068.8 71150.4 (6.1) (4.9)
EBIT%) 24.9 24.2 24.0 24.0 23.7 (20.0) (33.1)
PAT (Rs Mn) 41315.3 53085.7 66200.2 50383.2 63899.8 (5.1) (3.5)
EPS (Rs)# 42.2 54.2 67.6 51.1 64.9 (5.7) (4.1)
P/E (x) @ Rs 1155 27.5 21.4 17.2 22.7 17.9

Source: Emkay Private Client Research

TCS stock trades at a P/E of 23x FY08E and 18x FY09E, we continue to maintain a
BUY on TCS with target price of Rs 1518, at our target price the stock will be valued
at 30x for FY08E earning and 23x FY09E.

Maintain BUY with a target price of
Rs 1518



 Private Client ResearchEmkay -

Tata Consultancy Services (TCS) - Result Updates 4

18th July, 2007

Mr. Chirayush Bakshi – Vice President - Marketing and Business Development
Mob.: 9322934529; Email: chirayush.bakshi@emkayshare.com
Mr  V. H. Bhaskaran – Vice President - Business Development (South)
Mob.: 9323811847; Email: bhaskaran@emkayshare.com

Regional Offices

CHENNAI
MR. RAJESH RENGARAJAN
1ST FLOOR ROOP EMERALD. NEW NO 45 OLD NO28, NORTH USMAN ROAD. T-NAGAR, CHENNAI 600-017
TEL NOS:  044-45502496/7/ , Email: chennai@emkayshare.com

NEW DELHI
MR. ARUN BANSAL
401, NEW DELHI HOUSE, 27, BARAKHAMBA ROAD, NEW DELHI - 110001
PH: 9350496088 / 9350192101; Email: newdelhi@emkayshare.com
JAIPUR
MR. RAHULL MANTRI
1,M.I.ROAD,2ND FLOOR, NO.7,OPP. AMRAPURA STHAN,  JAIPUR 302001, RAJASTHAN
TEL NO: 0141 2378661/2/3/4; Email: emkay.jaipur@emkayshare.com

Total Regional Offices 03
Total Branches 71

Total Franchisees 173
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Emkay Share and Stock Brokers Ltd.
Member: Bombay Stock Exchange Limited (BSE) and The National Stock Exchange (NSE).

C-6, Ground Floor, Paragon Center, Pandurang Budhkar Marg, Worli, Mumbai – 400 013.
Tel No. 66121212. Fax: 66121299; e-mail: marketing@emkayshare.com; Website: www.emkayshare.com;

Regn.Nos.PMS-INP 000000779; BSE (Cash) INB 010901838; BSE (Derivative) INF 010901838;
NSE (Cash) INB 230901838; NSE (Derivative) INF 230901838; DP CDSL IN-DP-CDSL-58-2000

Call (Tollfree) 1-600-223-434 / 1-800-223-434

DISCLAIMER

Emkay Share & Stock Brokers Limited (Emkay) has two separate independent equity research groups: Institutional Equities and Private Client Group. This document has been prepared by Emkay – Private
Client Group (Emkay -PCG). Affiliates of Emkay Institutional Group may have issued other reports that are inconsistent with and reach different conclusions from the information presented in this report. The
views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating and target price of the Institutional Equities Research Group of Emkay Share & Stock
Brokers Limited. This document is not for public distribution and has been furnished to you solely for your information and any review, re-transmission, circulation or any other use is strictly prohibited. Persons
into whose possession this document may come are required to observe these restrictions. This document is subject to changes without prior notice and is intended only for the person or entity to which it is
addressed to and may contain confidential information and/or privileged material. We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or the solicitation
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Emkay -PCG. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. Emkay-PCG will not treat recipients as customers by virtue of their receiving this report. We have reviewed the report, and in so far as it includes current or historical information, it is believed
to be reliable. It should be noted that the information contained herein is from publicly available data or other sources believed to be reliable. Neither Emkay, nor any person connected with it, accepts any liability
arising from the use of this document. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The recipients of this material
should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future
performance. Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this document. While
we would endeavor to update the information herein on a reasonable basis, Emkay, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the
information current. Also there may be regulatory, compliance, or other reasons that may prevent Emkay and its affiliates from doing so. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. Emkay and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the
financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
Analyst’s holding in the stocks mentioned in the report: NIL
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Umesh Karne,CFA Auto,  Auto Ancillary, Capital Goods, Power Equipment +91 22 6612 1281 umesh.karne@emkayshare.com

Manish Balwani Cement, Construction +91 22 6612 1278 manish.balwani@emkayshare.com

Sanjeev Hota IT, Telecom, Media +91 22 6612 1243 sanjeev.hota@emkayshare.com

Urmil Negandhi Auto, Auto Ancillary and Pharma +91 22 6612 1280 urmil.negandhi@emkayshare.com

Manas Jaiswal Technical analyst +91 22 6612 1274 manas.jaiswal@emkayshare.com

Rajesh Manial Associate Technical analyst +91 22 6612 1275 rajesh.manial@emkayshare.com

Zeal Mehta Derivative Analyst +91 22 6612 1276 zeal.mehta@emkayshare.com


