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Satyam Computer 
Services 
Highlights from the Analyst 
Day 
 

Quick Comment: Satyam held its Analyst Day 
(themed The Next Orbit) in Mumbai earlier today. Two 
key points struck us from the various presentations. 
The impact of a potential US slowdown on demand is a 
key issue at this point of time - the management seems 
comfortable with the demand environment, mixed US 
economic data-points notwithstanding. Any significant 
increase in average pricing can be a powerful 
consensus earnings and stock price driver – while we 
do not see concrete signs of that happening yet, we 
sensed that the management was a bit more optimistic 
of this happening than before. 

What's New: Management sounded confident of the 
demand environment in various service lines, industry 
verticals and geographies. The pipeline of large deals 
is 4x a year-ago level. Cost-side issues appear to be as 
indicated previously and the management seems very 
comfortable with its full-year guidance. 

Implications: The Analyst Day left us comfortable with 
our Overweight call on the stock and our Attractive view 
on the sector. Demand is strong, the cost issues are 
well understood in our view and Satyam seems 
comfortably poised to meet consensus full-year 
estimates. The stock trades at a 28% discount to 
Infosys on 12-month forward P/E and 15-20% discount 
is apt, in our view. 

Details from the various presentations are noted in the 
following pages. 

Morgan Stanley does and seeks to do business with 
companies covered in its research reports. As a 
result, investors should be aware that the firm may 
have a conflict of interest that could affect the 
objectivity of this report. Investors should consider this 
report as only a single factor in making their 
investment decision. Customers of Morgan Stanley in 
the U.S. can receive independent, third-party 
research on the company covered in this report, at no 
cost to them, where such research is available. 
Customers can access this independent research at 
www.morganstanley.com/equityresearch or can call 
1-800-624-2063 to request a copy of this research. 
For analyst certification and other important 
disclosures, refer to the Disclosure Section. 
+= Analysts employed by non-U.S. affiliates are not registered pursuant to NASD/NYSE rules. 
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Overview 
As Satyam enters its next phase of evolution, it is focusing on 
strengthening domain competencies, relationship 
management (with increased global talent), operational 
excellence (through its internal platform named STARTRAC) 
and enhancing leadership skills within the organization. 

Demand: Even as US economic datapoints are mixed, 
Satyam’s sense from its large customers is that IT budgets 
will continue to rise at 3-5% annual rates similar to the past 
few years. Management is comfortable with this year’s 
guidance and optimistic on offshore demand - it sees broader 
acceptance of global delivery from customers. 

Pricing: There is potential for price improvements as prices 
have been stable for many years and customers appear 
willing to pay for value. 

Margins: Levers to offset wage inflation include operational 
efficiency (utilization, higher proportion of fixed-price projects) 
associate mix (more entry-level employees), higher offshore 
proportion, further reduction in SG&A as a proportion of 
revenue, pricing (renegotiations and ramp-up in new 
customers) and performance of subsidiaries (it expects its 
BPO subsidiary Nipuna to be EBITDA positive in F07). 

MNC Competition: The management appears less wary of 
competition from MNCs as it believes that the latter’s average 
cost of delivery is much higher and offshore is still a small 
proportion of the total for them. On the flip side, it believes 
that Indian companies need to demonstrate the same industry 
depth as the MNCs. 

On Large Deals 
Satyam has a dedicated Strategic Deals Group which tracks 
opportunities, manages margins, formulates negotiation 
strategies and HR strategies for people transfer, and has 
multi-national regulatory knowledge. This group is headed by 
Hetzel Folden who has a 30+ year career and who was 
previously a lead negotiator at CSC. 

The total contracted value of large deals each year has 
remained nearly the same from 2000-2005 but the number of 
deals have increased from 200 a year to over 300 (Source: 
TPI) and the contract period has reduced to 3-7 years from 10 
years. Satyam sees large deals being broken down and 
offshore service providers playing a larger role.  TPI estimates 
400 deals @ 100 bn to be negotiated between June 2006 and 
May 2008. 80% may go back to incumbent vendors but 
offshore companies may compete in the remainder 20%. 

Satyam has seen a 4x increase in pipeline of large deals in 
the last 12 months. 

Satyam is cautious about margins for these large deals and is 
careful while taking over people and assets. It also believes 
that fixed-price projects offer opportunity to improve margins. 

SAP 
Satyam’s management does not see a risk from the high 
proportion of enterprise solutions business (package 
implementation) as it feels that customers will increasingly 
use packages as functionality gets richer and package 
providers consolidate. 

Customers are now focusing on business solutions and new 
technology/platforms such as NetWeaver and SOA. Satyam 
has been rapidly building capabilities in these areas. It 
estimates the addressable services market to be US$30 bn in 
2004 and expects it to grow to US$70 bn in 2010. 

Satyam has arranged its SAP practice along industry 
verticals. It also has a large geographical footprint and can 
cater to a customer in several countries. For example, it 
serves a leading chemical manufacturer in 31 countries and a 
global hi-tech leader in 18 countries. 

It hires a mix of fresh engineers, business users, industry 
experts and experienced professionals. It builds skills using its 
SAP Academy, Center of Excellence and Satyam Learning 
Center. It currently has 3,000 people in its SAP practice with 
over 1,000 in NetWeaver. 

Engineering Services 
A recent NASSCOM-Booz Allen Hamilton study has 
estimated global demand for such services at US$1.1 trillion 
by 2020 with 14-20% being outsourced and a potential market 
for Indian companies of US$40 bn. The main verticals are 
automotive & high-tech/telecom. 

Satyam has 3,000 people in this practice and obtains 7% of 
total revenue. Key industries that it focuses on are consumer 
products, automotive, telecom, and semi-conductors. 

Differences between engineering services and other IT 
services include a high level of initial knowledge transfer, high 
exit costs for the customer (due to upfront investments), and 
high capex due to setting up of labs. 30-35% of the work 
needs to be done onsite at the beginning of a project but 80% 
of the project can be executed offshore eventually. Bill rates 
are similar to those for IT services. 
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MNC captive centers constitute key competition. These 
comprised 20% of the offshore industry 3 years back and 
comprise 40% now. However, Satyam’s management is of the 
view that these may be unable to scale up and they may start 
outsourcing themselves after they reach a certain size. 

Employee retention rates are high (90%) due to the nature of 
work. 

HR: 
Satyam continues to see improvement in its attrition levels. It 
has over 93% retention among key performers and leaders, 

and the associate delight index has gone up from 3.60 in Jul-
05 to 4.28 in Jul-06. 

Mid-level availability of talent and junior-level attrition are the 
main pressure points for Satyam. 

As per the management, 50% of graduating engineers are 
deployable by the industry and a further 20% can be used 
after suitable training. Satyam is also looking at non-
engineering graduates for some of its service lines. It is 
exploring alternate geographies for talent in a limited way - 
these geographies include China, Malaysia, Vietnam, 
Hungary and Brazil. 

 

Company Description 

Satyam Computer Services Ltd. is a leading player in the 
offshore IT services industry and has gained strong positioning 
in the enterprise solutions area (package implementation). It 
offers a wide array of IT services and offers BPO services 
through Nipuna, a separate subsidiary. 

Industry View: Attractive 

 

MSCI Country: India 

Asia Strategist's Recommended Weight: 2.0% 
MSCI Asia/Pac All Country Ex Jp Weight: 6.5% 
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ModelWare is Morgan Stanley’s new system for helping investors and analysts to uncover value, free from 
the distortions and ambiguities created by accounting data. Morgan Stanley has dissected and fundamentally 
redefined the components of corporate valuation, giving clients more consistent definitions, more comparable data, 
and more flexible analytic tools. ModelWare makes investment insights easier by making value more visible.  
 
Past inconsistencies in financial reporting made it difficult to compare performance among companies and 
across sectors and regions. Even within US GAAP, flexibility complicates comparisons. And accounting standards 
were developed to analyze historical data, not to facilitate projections. In response, Morgan Stanley analysts spent 
two years reviewing our entire coverage universe of company metrics. They defined more than 2,000 general and 
industry-specific metrics that eliminated inconsistencies stemming from regional differences, historical precedents 
and accounting conventions. The team applied these metrics across also all 1900+ companies we cover, and created 
flexible tools and services that let analysts redefine and use the data with maximum creativity. Because ModelWare 
provides complete transparency, users see every component of every calculation, to choose elements or recombine 
them as they wish.   
 
ModelWare EPS illustrates the approach. It represents ModelWare EPS as ModelWare net income divided by 
average fully diluted shares outstanding. ModelWare net income sums net operating profit after tax (NOPAT), net 
financial income or expense (NFE) and other income or expense. ModelWare adjusts reported net income to improve 
comparability across companies, sectors and regions. Among these adjustments: We exclude goodwill amortization 
and items deemed by analysts to be “one-time” events; we capitalize operating leases where their use is significant 
(e.g., in transportation and retail); and we convert inventory to FIFO accounting when LIFO costing is used. For more 
information on these adjustments and others, as well as additional background, please see Morgan Stanley 
ModelWare (ver. 1.0): A Road Map for Investors, by Trevor Harris and team, August 2, 2004. 
 

.. 
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Disclosure Section 
 

The information and opinions in this report were prepared or are disseminated by Morgan Stanley Dean Witter Asia Limited (which accepts the 
responsibility for its contents) and/or Morgan Stanley Dean Witter Asia (Singapore) Pte. (Registration number 199206298Z, regulated by the 
Monetary Authority of Singapore, which accepts the responsibility for its contents),  and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd 
(Registration number 200008434H, regulated by the Monetary Authority of Singapore, which accepts the responsibility for its contents), and/or 
Morgan Stanley & Co. International Limited, Taipei Branch and/or Morgan Stanley & Co International Limited, Seoul Branch, and/or Morgan Stanley 
Dean Witter Australia Limited (A.B.N. 67 003 734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its 
contents), and/or JM Morgan Stanley Securities Private Limited and their affiliates (collectively, "Morgan Stanley"). 
 

Analyst Certification 
The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and 
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in 
this report: Anantha Narayan. 
Unless otherwise stated, the individuals listed on the cover page of this report are research analysts. 
 

Global Research Conflict Management Policy 
This research has been published in accordance with our conflict management policy, which is available at 
www.morganstanley.com/institutional/research/conflictpolicies. 
 

Important US Regulatory Disclosures on Subject Companies 
The following analyst, strategist, or research associate (or a household member) owns securities in a company that he or she covers or 
recommends in this report: Anantha Narayan - Infosys Technologies (common stock). Morgan Stanley policy prohibits research analysts, strategists 
and research associates from investing in securities in their sub industry as defined by the Global Industry Classification Standard ("GICS," which 
was developed by and is the exclusive property of MSCI and S&P).  Analysts may nevertheless own such securities to the extent acquired under a 
prior policy or in a merger, fund distribution or other involuntary acquisition. 
As of July 31, 2006, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in 
this report: HCL Technologies, Hexaware Technologies Limited, Infosys Technologies, Patni Computer Systems, Satyam Computer Services. 
Within the last 12 months, Morgan Stanley managed or co-managed a public offering of securities of Tata Consultancy Services. 
Within the last 12 months, Morgan Stanley has received compensation for investment banking services from  i-flex Solutions Ltd., Patni Computer 
Systems, Polaris Software Lab Ltd., Tata Consultancy Services. 
In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from i-flex Solutions Ltd., 
Tata Consultancy Services, Wipro Ltd.. 
Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client 
relationship with, the following companies covered in this report: i-flex Solutions Ltd., Patni Computer Systems, Polaris Software Lab Ltd., Tata 
Consultancy Services, Wipro Ltd.. 
The research analysts, strategists, or research associates principally responsible for the preparation of this research report have received 
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues 
and overall investment banking revenues. 
Morgan Stanley & Co. Incorporated makes a market in the securities of Infosys Technologies. 
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions. 
 

STOCK RATINGS 
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. For example, Morgan 
Stanley uses a relative rating system including terms such as Overweight, Equal-weight or Underweight (see definitions below). A rating system 
using terms such as buy, hold and sell is not equivalent to our rating system. Investors should carefully read the definitions of all ratings used in 
each research report. In addition, since the research report contains more complete information concerning the analyst's views, investors should 
carefully read the entire research report and not infer its contents from the rating alone.  In any case, ratings (or research) should not be used or 
relied upon as investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's 
existing holdings) and other considerations. 
 

Global Stock Ratings Distribution 
(as of August 31, 2006) 
For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell 
alongside our ratings of Overweight, Equal-weight and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we 
cover. Overweight, Equal-weight, and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see 
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definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we 
correspond Equal-weight and Underweight to hold and sell recommendations, respectively. 
 

  Coverage Universe Investment Banking Clients (IBC) 

Stock Rating Category Count % of Total Count
% of Total 

IBC
% of Rating 

Category

Overweight/Buy 784 39% 294 44% 38%
Equal-weight/Hold 888 44% 297 45% 33%
Underweight/Sell 332 17% 74 11% 22%
Total 2,004  665   
 
 
Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual 
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan 
Stanley or an affiliate received investment banking compensation in the last 12 months. 
 

Analyst Stock Ratings 
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis 
over the next 12-18 months. 
Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-
adjusted basis over the next 12-18 months. 
Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted 
basis, over the next 12-18 months. 
More volatile (V) - We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in a month, based on a 
quantitative assessment of historical data, or in the analyst's view, it is likely to become materially more volatile over the next 1-12 months compared 
with the past three years.  Stocks with less than one year of trading history are automatically rated as more volatile (unless otherwise noted). We 
note that securities that we do not currently consider "more volatile" can still perform in that manner. 
Unless otherwise specified, the time frame for price targets included in this report is 12 to 18 months. 
 

Analyst Industry Views 
Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the 
relevant broad market benchmark, as indicated below. 
In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant 
broad market benchmark, as indicated below. 
Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant 
broad market benchmark, as indicated below. 
Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index; Europe - MSCI Europe; Japan - 
TOPIX; Asia - relevant MSCI country index. 
 
Stock price charts and rating histories for companies discussed in this report are available at www.morganstanley.com/companycharts or from your 
local investment representative.  You may also request this information by writing to Morgan Stanley at 1585 Broadway, (Attention: Equity Research 
Management), New York, NY, 10036 USA. 
 

Other Important Disclosures 
For a discussion, if applicable, of the valuation methods used to determine the price targets included in this summary and the risks related to achieving these targets, 
please refer to the latest relevant published research on these stocks.  Research is available through your sales representative or on Client Link at 
www.morganstanley.com and other electronic systems. 

This report does not provide individually tailored investment advice.  It has been prepared without regard to the individual financial circumstances and objectives of 
persons who receive it.  The securities discussed in this report may not be suitable for all investors. Morgan Stanley recommends that investors independently evaluate 
particular investments and strategies, and encourages investors to seek the advice of a financial adviser.  The appropriateness of a particular investment or strategy will 
depend on an investor's individual circumstances and objectives. The securities, instruments, or strategies discussed in this report may not be suitable for all investors, 
and certain investors may not be eligible to purchase or participate in some or all of them. 

This report is not an offer to buy or sell or the solicitation of an offer to buy or sell any security or to participate in any particular trading strategy.  The "Important US 
Regulatory Disclosures on Subject Companies" section lists all companies mentioned in this report where Morgan Stanley owns 1% or more of a class of common 
securities of the companies.  For all other companies mentioned in this report, Morgan Stanley may have an investment of less than 1% in securities or derivatives of 
securities of companies mentioned in this report, and may trade them in ways different from those discussed in this report. Employees of Morgan Stanley not involved in 
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the preparation of this report may have investments in securities or derivatives of securities of companies mentioned in this report, and may trade them in ways different 
from those discussed in this report. Derivatives may be issued by Morgan Stanley or associated persons. 

Morgan Stanley & Co. Incorporated and its affiliate companies do business that relates to companies covered in its research reports, including market making and 
specialized trading, risk arbitrage and other proprietary trading, fund management, investment services and investment banking. Morgan Stanley sells to and buys from 
customers the securities/instruments of companies covered in its research reports on a principal basis. 

With the exception of information regarding Morgan Stanley, reports prepared by Morgan Stanley research personnel are based on public information. Morgan Stanley 
makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete.  We have no obligation to tell you when 
opinions or information in this report change apart from when we intend to discontinue research coverage of a subject company. Facts and views presented in this report 
have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel. 

Morgan Stanley research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses 
for such visits. 

The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational 
or financial conditions of companies or other factors.  There may be time limitations on the exercise of options or other rights in your securities transactions.  Past 
performance is not necessarily a guide to future performance.  Estimates of future performance are based on assumptions that may not be realized. Unless otherwise 
stated, the cover page provides the closing price on the primary exchange for the subject company's securities. 

To our readers in Taiwan:  Information on securities that trade in Taiwan is distributed by Morgan Stanley & Co. International Limited, Taipei Branch (the "Branch").  Such 
information is for your reference only.  The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. This 
publication may not be distributed to the public media or quoted or used by the public media without the express written consent of Morgan Stanley.  Information on 
securities that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities.  The 
Branch may not execute transactions for clients in these securities. 

To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Dean Witter Asia Limited as part of its 
regulated activities in Hong Kong. If you have any queries concerning this publication, please contact our Hong Kong sales representatives. 

Certain information in this report was sourced by employees of the Shanghai Representative Office of Morgan Stanley Dean Witter Asia Limited for the use of Morgan 
Stanley Dean Witter Asia Limited. 

This publication is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Dean Witter Asia Limited (which accepts 
responsibility for its contents); in Singapore by Morgan Stanley Dean Witter Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia 
(Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in 
Australia by Morgan Stanley Dean Witter Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services licence No. 233742, which accepts 
responsibility for its contents; in Korea by Morgan Stanley & Co International Limited, Seoul Branch; in India by JM Morgan Stanley Securities Private Limited; in Canada 
by Morgan Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of this publication in Canada; in Germany by Morgan 
Stanley Bank AG, Frankfurt am Main, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley 
group company, which is supervised by the Spanish Securities Markets Commission (CNMV) and states that this document has been written and distributed in 
accordance with the rules of conduct applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. 
Incorporated and Morgan Stanley DW Inc., which accept responsibility for its contents.  Morgan Stanley & Co. International Limited, authorized and regulated by 
Financial Services Authority, disseminates in the UK research that it has prepared, and approves solely for the purposes of section 21 of the Financial Services and 
Markets Act 2000, research which has been prepared by any of its affiliates.  Private U.K. investors should obtain the advice of their Morgan Stanley & Co. International 
Limited representative about the investments concerned. In Australia, this report, and any access to it, is intended only for "wholesale clients" within the meaning of the 
Australian Corporations Act. 

The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers make no warranties or representations of any 
kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.  The 
Global Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P. 

Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. 
MSCI has not reviewed, approved or endorsed the projections, opinions, forecasts and trading strategies contained herein. Morgan Stanley has no influence on or 
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This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley. 

Morgan Stanley research is disseminated and available primarily electronically, and, in some cases, in printed form. 
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Anantha Narayan 
HCL Technologies (HCLT.BO) E (01/30/2004) Rs562.40
Hexaware Technologies Limited 
(HEXT.BO) 

O (06/22/2006) Rs155.35

Infosys Technologies (INFY.BO) O (04/17/2006) Rs1794.70
MphasiS BFL Group (MBFL.BO) E (03/15/2004) Rs185.80
Patni Computer Systems 
(PTNI.BO) 

O (08/08/2005) Rs392.65

Polaris Software Lab Ltd. 
(POLS.BO) 

U (08/08/2005) Rs121.10

Satyam Computer Services 
(SATY.BO) 

O (03/18/2002) Rs797.40

Tata Consultancy Services 
(TCS.BO) 

O (09/29/2004) Rs993.10

Wipro Ltd. (WIPR.BO) E (03/22/2002) Rs509.90
i-flex Solutions Ltd. (IFLX.BO) E (10/31/2005) Rs1440.75
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