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BROADENING ITS SPECTRUM PERSISTENTLY

Persistent (PSYS) announced acquisition of OPD* biz of Infospectrum
Inc. Infospectrum commenced operations in Los Angeles in 1996, has a
development center in Nagpur & an office in Oslo (Norway).

O Acquisition price: All-cash deal of ~USD 6 mn (~1x current rev base).
With similar profitability margins as PSYS (~18% NPM), the deal is
valued at ~6x PE. The deal value will be paid over next 18 months.

O About Infospectrum & employee intake: It is a product engineering
& technology svcs co. Persistent would absorb ~200 employees.

0 Value Proposition:

Rich clientele acquisition and minimum overlap: The acquisition
adds 20 clients with just 2 clients in common btw the 2 entities.
3 / 20 clients have > USD 1 bn topline, taking the combined
entity’s clientele to more than 40 clients with > USD 1 bn
topline. Typically, these clients spend ~13-23% of sales on R&D.
Top client revenue contribution at ~17% (~ USD 1 mn).

Stronger supply chain: Infospectrum has traditionally operated
at ~6-8% attrition. We believe acquisition by a large vendor with
broader domain expertise augurs well for the ~200 employees
from Infospectrum integrating into Persistent.

Stock data

No. of shares : 40 mn

Market cap : Rs 15.6 bn

52 week high/low : Rs 505/ Rs 308
Avg. daily vol. (6mth) : 105,500 shares
Bloomberg code : PSYS IB
Reuters code : PERS.BO

Shareholding (%)

Dec-10 QoQ chg

Promoters
Flls

MFs / UTI
Banks / Fls
Others

389 0.0
46 12
49 0.1
0.0 0.0

51.6 1.3

*OPD: Offshore Product

Development

Financial summary

Adj. PAT
(Rs mn)
2009 5,938 676
2010 6,012 1,150
2011E 7,674 1,372
2012E 10,147 1,441

Help strengthen European presence: Infospectrum derives
~50% of revenues from Europe vs. ~5% for Persistent (Q3FY11).
It would provide Persistent access to European clients and
diversify the client portfolio from a geographic perspective.
Access to niche verticals: Infospectrum caters to niche verticals
viz Aerospace, Defence (combined rev share of ~15%), Maritime
Systems, Network Surveillance & Monitoring (rev share of
~35%). We believe PSYS is well positioned to cross sell its core
offerings like cloud computing and analytics into these verticals.
Better DSO but lower billing rates vs. Persistent

Est./Valuations: We have revised our FY12E topline upward by ~2% &
PAT by ~1.4% to factor in: 1) rev stream from the acquisition; 2) lower
other income on a/c of cash outgo; & 3) integration-related expenses in
the first year of operations. Our revised TP of Rs 540 (vs. Rs 533 earlier)
at 15x FY12E EPS implies an upside of 39% from CMP. Maintain BUY.

Consensus Adj. EPS Change P/E RoE RoCE EV/EBITDA
EPS* (Rs) (Rs) YoY (%) (x) (%) (%) (x)
18.8 (22) - 18.7 18.9
321 70 - 223 24.0
34.3 7 11.4 19.6 21.4 71
36.0 5 10.8 17.4 24.9 4.6

Source: *Consensus broker estimates, Company, ENAM estimates. FYO9 forex loss was Rs 874 mn and FY10 forex gain was
Rs 32 mn. Our INR/USD exchange rate assumption for Q4FY11E is Rs 45.3 and for FY12E is Rs 44.1
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities
of companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of
such an investment. The investment discussed or views expressed may not be suitable for all investors

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and
alternations to this statement as may be required from time to time without any prior approval

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent
of each other. The recipient should take this into account before interpreting the document

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to
U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident
thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

Copyright in this document vests exclusively with ENAM Securities Private Limited.

FEBRUARY 2011 ENAM Securities



