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7 February 2011 We hosted the management of MindTree at IDFC Emerging Star Conference 2011. MindTree is a

mid-tier Indian IT services company providing offshore-based services to global organizations in

BFSI, manufacturing, transportation and hi-tech industries. It is one of the youngest companies to

cross the US$250m mark and has a complete suite of technology services, including IT services,

IT Services offshore product development and R&D services. The company is one of our preferred Tier2 IT
services vendors.

BSE Sensex: 18008

IT services business to show traction: MindTree’s core IT services business is highly levered to
discretionary IT spending and is expected to show strong revenue traction on the back of improving
macroeconomic environment. This segment reported volume-led revenue growth of ~8% qgoq in
Q3FY11, driven by growth in the BFSI and manufacturing verticals. For 9MFY11, this business
segment has grown 30% yoy in USD terms — ahead of other two segments.

OPD and R&D services: The OPD business USD revenue has grown ~9% yoy in 9M FY11 and is
expected to show healthy growth in FY12. R&D services USD revenues have grown ~5% yoy in 9M
FY11 organically. Including Kyocera acquisition, USD revenues from R&D services have shown 28%
yoy growth. Management expects this segment to remain slightly constrained in the coming few
guarters. The company, however, has won a deal with a Japanese semiconductor company in the
R&D space, which should boost growth in the long term.

Chairman’s resignation not a business concern: The management commented that Mr. Soota had
resigned for personal reasons; but coming just two months before his expected transition from
executive chairman to non-executive chairman role, the decision came as a surprise to the
management. At the time of resignation, Ashok Soota had only the strategy function reporting to

Price chart him. The other four business functions (sales, delivery, finance and HR) were reporting to the CEO,
; Krishnakumar Natarajan. The transition of responsibilities (reporting lines) had been happening
150 Mindtree Sensex over past few years. Initially, only sales and delivery reported to Krishnakumar and the other three
125 . were reporting to Soota. In 2007-08, HR and finance started reporting to the CEO. Because of this
1(7’2 Y gradual transition, the management said the resignation would not affect the business at large.
S0 3 9 3 S : Margins to rebound in FY12: MindTree’s operating margins have declined from 18%+ levels to ~11%
2 2 © 3z =2 in the past three quarters, while services margins were ~15%. With product business closure costs
g s < zZ L . . ..
3 3 s 3 3 behind, the management expects a rebound in margins in FY12.

Hedges: As of December 2010, the company had outstanding hedges of US$157m at a weighted
average rate of Rs45/US$.

Levered to discretionary spending, MindTree’s USD revenues should expand by ~24% CAGR over
FY11-13E. We see value in the MindTree’s services business, which is currently trading at ~10x
FY12E EPS. We have an Outperformer rating on the stock with a 12-month price target of Rs650,
based on 14x FY12E EPS.
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Key Financials

As on 31 March FY09 FY10 FY11E FY12E FY13E
Net sales (Rs m) 12,375 12,960 15,148 17,768 21,335
Adj. net profit (Rs m) 523 2,148 1,184 1,903 2,248
Shares in issue (m) 38 39 40 40 40
Adj. EPS (Rs) 13.7 52.8 29.0 46.5 55.0

% change (48.3) 285.2 (45.1) 60.7 18.2
PER (x) 32.8 8.5 155 9.6 8.2
Price/ Book (x) 2.9 2.7 2.3 1.9 1.6
EV/ EBITDA (x) 5.6 7.3 8.6 5.9 4.8
ROE (%) 9.4 34.2 16.3 21.9 21.1
RoOCE (%) 40.6 25.8 18.2 24.7 24.0

Source: Company, IDFC Securities
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Disclaimer

This document has been prepared by IDFC Securities Ltd (IDFC SEC). IDFC SEC and its subsidiaries and associated companies are a full-service, integrated investment
banking, investment management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities.

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction.

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on
reasonable basis, IDFC SEC, its subsidiaries and associated companies, their directors and employees (“IDFC SEC and affiliates”) are under no obligation to update or keep the
information current. Also, there may be regulatory, compliance, or other reasons that may prevent IDFC SEC and affiliates from doing so. We do not represent that information
contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is not intended to be and must not alone be
taken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. 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). The investment discussed or views expressed may not be suitable for all investors.

Affiliates of IDFC SEC may have issued other reports that are inconsistent with and reach different conclusions from, the information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject IDFC SEC and affiliates to any registration or
licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to a certain category of investors. Persons
in whose possession this document may come are required to inform themselves of, and to observe, such applicable restrictions.

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and, as such,
may not match with a report on a company's fundamentals.

IDFC SEC and affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell, or may be
materially interested in any of the securities mentioned or related securities. IDFC SEC and affiliates may from time to time solicit from, or perform investment banking, or other
services for, any company mentioned herein. Without limiting any of the foregoing, in no event shall IDFC SEC, any of its affiliates or any third party involved in, or related to,
computing or compiling the information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily
reflect those of IDFC SEC and affiliates.

This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or privileged
material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. IDFC SEC will not treat recipients as customers by virtue of
their receiving this report.

Explanation of Ratings:

1. Outperformer: More than 5% to Index
2. Neutral: Within 0-5% to Index
3. Underperformer:  Less than 5% to Index

Disclosure of interest:

1. IDFC SEC and affiliates may have received compensation from the company covered herein in the past twelve months for issue management, capital structure, mergers &
acquisitions, buyback of shares and other corporate advisory services.

2. Affiliates of IDFC SEC may have received a mandate from the subject company.

3. IDFC SEC and affiliates may hold paid up capital of the subject company.

4. IDFC SEC and affiliates, their directors and employees may from time to time have positions or options in the company and buy or sell the securities of the company(ies)
mentioned herein.

Copyright in this document vests exclusively with IDFC Securities Ltd



