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HCL-Technologies

Decent quarter; share price upside potential

HCL Tech reported strong 3QFY10 ahead of our estimates. US$
revenues grew 5.1% Q/Q (1.4% in rupees; 6.9% CC) driven by 15%
growth in Infrastructure and 4.2% in software. Notably, infrastructure
segment contributed ~60% of the incremental revenues in the quarter.
HCLT’s traditional engineering and R&D division bounced back with
11% growth Q/Q (USD). BPO remained weak (down 9.7% Q/Q), dipping
into operating loss. EBITDA margins declined 130 bps Q/Q driven mainly
by revenue decline in BPO and rupee appreciation. Bottom-line boost was
provided by lower forex losses in this quarter (US$ 14mn loss vs. US$27
mn in 2QFY10). In Rs terms, revenues’EBITDA/net income stood at Rs
30.8/5.85/3.22 B (1.4%, -5%, 17% Q/Q growth)

Metrics were good: with 39 client additions and 3,152 net additions to
manpower in software & infrastructure (IT Services). The company
continued to maintain traction in the sub-USD 30 mn accounts by
increasing million dollar clients (below USD 30 mn+) by 26 in the last
four quarters. HCLT continues to successfully sustain traction in its
hyper-growth verticals such as life-sciences, media and entertainment
growing 9.5% and 15.4% Q/Q (in USD), respectively.

Management outlook was confident: The outlook for enterprise
application services (EAS) was positive, especialy for manufacturing.
Management is beginning to see discretionary spend happening. In terms
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of service lines, infrastructure remains solid, while the BPO business is Abs 07% 00% 09% 1702%

going through a restructuring that will take more time to start delivering Rel 01%  03% -2.1% 114.3%

results. Revenue decline in BPO is likely over the next two quarters.
e Investment view: We believe that HCL Tech stock offers better return

potential than other top-tier Indian IT names with 20%-plus upside

potential: Our estimates are largely unchanged. Our new Mar-11 target

price is Rs460/share based on a one-year forward P/E of 14x. Thisis till

at a 30% discount to top-tier players, in line with historical averages,

leaving room for further upside if HCLT beats our estimates. Our target

EV/EBITDA multiple of 10x provides further cushion to our price target.
Reuters: HCLT.BO, Bloomberg: HCLT IN
Rs in billions, year-end June
RsB (Year-end: Jun) FY09 FY10E FY1lE FY12E FY09 FY10E FYL1E FY12E | 52-Week range Rs118.1-388.9
Sales 1061 1232 1401 1636 | YEBPS(Rs) 864 1043 1239  150.9 | Shares Outsty 670Mn
Operating Profit 180 203 243 298 | ROE (%) 208 203 244 237 | Dateof price 4/21/2010
EBITDA 225 253 289 346 | ROIC (%) 212 177 203 213 | Avgdaily volume 1.3Mn
Pre Tax Profit 14.6 15.7 235 30.3 1Q 2Q 3Q 4Q | Index (Sensex) 17,473
Net profit 12.0 12.7 18.7 22.4 | EPS (FY09) 5.1 5.3 3.0 4.6 | Avg daily value (US$ M) 9.9 Mn
EPS (Rs) 180 188 274 325 | EPS(FYI0)E 45 41 48 55 | Dividend Yld (%) 2.4%
PIE (X) 208 199 136 115 | EPS(FY1)E 56 6.7 7.4 7.8 | Exchange rate Rs44.6/US$1
EV/EBITDA (x) 10.8 9.6 8.4 7.0 | Local M 3M 12M Free float 32%
P/B (X) 43 36 30 25 | Abs. Perf.(%) 13 23 1990 Market Cap (US$ B) 5.6
Cash 193 257 348 465 | Rel.Perf(%) 19 46 865 Target Price (12/2010) 460.00

Source: Company data, Bloomberg, J.P. Morgan estimates.
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Company Description P&L sensitivity metrics EBITDA EPS
impact (%) impact (%)

HCL Technologies (HCLT) is one of Sales volume growth assumption 18%(FY11)

Indlz’s larger lT'SeIRI;\:?i%eS ve_ndors with Impact of each 5% 3.1% 5.0%

good presence in services, . s

Infrastructure management and BPO. Gross margin assun;ptlon S2%(FYLY) . .

HCLT has several Fortune 500 names Impact of each 1% 4.6% 1.5%

in its top clients. The company has Capacity utilization assumption 82%(FY11)

45,000+ employees working for 250+ Impact of each 5% 4.7% 7.7%

clients. H_CL Tech recgntly acquired Debt/equity assumption 0%(FY11)

Axon, whlch_operates in the package Impact of each 10% 0% 0.4%

implementation space. HCL Tech has i .

. . Source: J. P. Morgan estimates

good leverage to high growth services

with 15% of its revenues coming from

Infrastructure management and 10% Price target and valuation analysis

from BPO. Our Mar-11 price target of Rs460 is based on a one-year forward P/E

multiple of 14.6x —reasonable, we believe, with estimated 32% EPS

CAGR FY 10E-12E.
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Key risksto our target price are rupee/US$ appreciation.

Source: Company data

EPS: J.P. Morgan vs. consensus
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FY11E 274 25.3
FY12E 325 28.9
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Q3FY10 sees strong revenue growth; margin decline

HCLT reported revenues of US$685 mn (5.1% growth Q/Q), EBITDA of US$130mn
(19% EBITDA margins, down 1.6% Q/Q) and net profits of USD 71.6 mn (21.4%
growth Q/Q (after cost of options that amounted to US$ 5 mn). Significant bottom-
line boost was helped by lower forex losses in this quarter (USD 14 mn loss versus
USD 27 mn in 2QFY 10).

I nfra management continues on strong growth path: Revenue growth healthy
driven by HCLT's core strengths namely, infra management (15% Q-0-Q growth in
USD) and engineering and R& D (11% Q-0-Q growth in USD). It's good to see a
bounce-back of engineering & R& D as this has been weak for awhile. This has
helped HCLT post decent performance in software services (4.2% growth Q-0-Q)
keeping pace with peers.

The performance of the BPO division, which has been on adeclining trend for a
while now, was poor in this quarter. Management indicated that continued product
mix re-alignment in BPO segment could lead to revenues going down further by
10%-15% from current levels, before stabilizing. The performance of enterprise
solutions (reflective of Axon) is also relatively muted.

Growth spread across verticals: Growth verticals continue to perform. HCLT's
recent verticals of trust, namely life-sciences, media and entertainment continued to
deliver results growing 9.5% and 15.4% Q-0-Q (in USD). Hi-tech manufacturing,
HCLT's core has grown 9.7% Q-0-Q, signifying that the high-tech segment in
manufacturing is looking up.

Growth from US and Asia Pacific was healthy at 9.7% and 7.9%, respectively (in
constant currency). Europe saw subdued (1.4%) growth, lending credence to our
thought that Europe still 1ags in outsourcing recovery.

Figure 1: 3QFY10: Actual vs. estimates

Actuals Estimates % Difference

Revenue 30,759 30,328 14
Gross Profit 9,054 9,446 (4.1)
EBIT 4,749 5,018 (5.4)
EBITDA 5,849 6,190 (5.5)
Reported net profit 3,214 3,137 24
EPS (Rs) 4.8 4.6 25
Margins (%)

Gross Margin 30.4 314 (1.0
Operating Margin 15.8 16.9 (1.2)
EBITDA Margin 20.3 215 (€.1)
Net Margin 9.1 9.2 (0.1)

Source: Company reports and J.P. Morgan estimates.
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Table 2: HCL Tech: Quarterly P&L
Rs in millions, year-end June

1QFY08  2QFY08  3QFY08  4QFY08 | 1QFY09  2QFY09  3QFY09  4QFY09 | 1QFY10  2QFY10  3QFY10
Software services
Revenues 12,315 13,198 14,311 15,976 17,301 17,698 21,431 21,148 21,592 21,502 21,610
Q/Q growth (%) 7.0 7.2 8.4 11.6 8.3 23 21.1 -1.3 2.1 -0.4 0.5
Gross profit 4,299 4,713 5,206 6,039 6,559 6,799 7,073 7,429 7,395 7,273 7,326
Gross margin (%) 349 35.7 36.4 378 379 38.4 33.0 35.1 34.2 338 339
EBITDA 2,633 2,845 3,225 3,783 4,103 4,368 4,720 5,025 5321 5,090 4,929
EBITDA Margin (%) 21.4 21.6 22.5 23.7 23.7 24.7 22.0 23.8 24.6 23.7 22.8
BPO Services
Revenues 2,195 2,183 2,266 2,432 2,686 3,097 2,859 2,807 2,829 2,680 2,334
Q/Q growth (%) 0.2) (0.5) 3.8 7.3 104 15.3 1.7 -1.8 0.8 -5.3 -12.9
Gross profit 713 749 770 947 817 984 887 829 731 600 305
Gross margin (%) 325 34.3 34.0 38.9 30.4 318 31.0 29.5 25.9 224 13.1
EBITDA 570 568 594 684 507 433 441 422 404 214 -103
EBITDA Margin (%) 26.0 26.0 26.2 28.1 18.9 14.0 15.4 15.0 14.3 8.0 -4.4
Infrastructure services
Revenues 2,578 2,782 2,876 3,280 3,709 4,115 4,330 5,130 5,893 6,142 6,814
Q/Q growth (%) 6.7 7.9 34 14.0 13.1 10.9 5.2 18.5 14.9 4.2 10.9
Gross profit 633 721 758 938 1,052 1,179 1,237 1,499 1,621 1,577 1,647
Gross margin (%) 24.6 25.9 26.4 28.6 28.4 28.6 28.6 29.2 2715 25.7 24.2
EBITDA 430 469 517 615 704 804 948 992 1,164 1,089 1,252
EBITDA Margin (%) 16.7 16.9 18.0 18.8 19.0 19.5 21.9 19.3 19.8 17.7 184
Total company
Revenues 17,091 18,168 19,449 21,692 23,696 24,691 28,615 29,085 30,314 30,324 30,759
Q/Q growth (%) 6.0 6.3 7.1 115 9.2 42 15.9 1.6 4.2 0.0 1.4
Gross profit 5,454 5,998 6,538 7,730 8,244 8,566 9,014 9,551 9,559 9,232 9,054
Gross margin (%) 319 33.0 336 35.6 34.8 34.7 315 32.8 315 30.4 29.4
EBITDA 3,450 3,701 4,139 4,889 5132 5,201 5,932 6,241 6,702 6,161 5,849
EBITDA Margin (%) 20.2 20.4 21.3 225 21.7 211 20.7 215 221 20.3 19.0
PAT 2,892 3,145 3,229 1,214 3,380 3,555 1,987 3,109 3,012 2,745 3,214
Net margin (%) 16.9 17.3 16.6 5.6 14.3 144 6.9 10.7 9.9 9.1 104
EPS (Rs) 4.4 4.7 4.9 18 5.1 5.3 3.0 4.6 45 4.1 4.8

Source: Company reports.

Outlook improving — Discretionary spend uptick already
visible

Management continues to see traction in outsourcing and transformation
engagements driven by continued customer focus on cost rationalization. They
suggest that growth in manufacturing project spending coming back. Part of the
growth is being driven by discretionary spend up-tick in client budgets —we believe
continued improvement in discretionary spend environment could provide further
fillip to the robust volume growth estimates for the Indian IT sector overall and
remains one of the key areas to watch over the coming 3-6 months.

Growth in Europe remained weak and management expects recovery in continental
Europe to lag the recovery in US.

Further, management indicated that margins would be under pressurein 1Q/2Q
FY 11 as wage hikes are scheduled to be given out starting in July.
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We keep our estimates largely the same after 3QFY 10. We estimate 15% revenue
CAGR and 24% EPS CAGR over FY09-11E.

Table 4: Estimate changes

(Year-end June) New ol Change (%)
(Rsinm) FY10E FY11E FY12E FY10E FY11E FY12E | FYI0E FY11E FYI12E
Revenue 123,199 140,069 163,615 | 122,447 139,503 164,234 0.6 0.4 (0.4
Gross Profit 37,952 45,301 54,324 38,338 45,219 53,785 (1.0) 0.2 1.0
EBIT 20329 24201 29,782 | 20,669 24991 29972 (1.6) (2.8) (0.6)
EBITDA 25,329 28,936 34,577 25,755 29,779 34,945 (1.7) (2.8) (1.2)
Pre Tax Profit 15,690 23,509 30,328 15,426 23,958 30,480 1.7 (1.9) (0.5)
Net Profit 12,671 18,720 22,443 12,398 18,962 22,555 2.2 (2.3 (0.5)
EPS (Rs) 18.8 274 325 184 27.8 32.7 2.3 (1.2) (0.4)
[ Margins (%)

Gross Margin 308 323 332 313 324 327 (0.5) (0.2) 05
EBIT Margin 165 17.3 18.2 16.9 17.9 18.2 (0.4) (0.6) (0.0)
EBITDA Margin 20.6 20.7 211 21.0 213 213 (0.5) (0.7) (0.2)
Net margin 10.3 134 13.7 10.1 13.6 13.7 0.2 (0.2) (0.0)
Source: J.P. Morgan estimates.

Table 5: HCL P&L

2010 2011

RsMM, YE June 1Q 2Q 3Q 4QE 1QE 2QE 3QE 4QE FY07 FY08 FY09 FY10E FY11E FY12E

Revenue 30,314 30,324 30,759 31,803 | 32,920 34,348 35732 37,070 | 60,338 76,401 106,087 123,199 140,069 163,615

Gross Profit 9559 9232 9,054 10,106 | 10,220 10,956 11,693 12,432 | 19,606 257720 35376 37,952 45301 54,324

EBIT 5,282 4,802 4,749 5,495 5,282 5,804 6,334 6,871 | 10,232 13,143 18,019 20,329 24,291 29,782

EBITDA 6,702 6,161 5849 6618 | 6419 6957 7503 8,057 | 12,761 16,179 22,506 25329 28,936 34,577

Net Other Income | -1,568  -1,391 -768 911 -599 -176 -55 47 | 4262 -1372 -3,457 -4,638 -782 546

Pre Tax Profit 3,714 3,411 3,982 4,584 4,683 5,628 6,279 6,919 | 14,493 11,771 14,561 15,690 23,509 30,328

Net Profit 3,012 2,745 3,214 3,700 3,781 4,543 5,069 5327 | 12,935 10,480 12,032 12,671 18,720 22,443

EPS (Rs) 45 41 48 55 5.6 6.7 74 7.8 19.7 15.8 18.0 18.8 27.4 325

Margins (%)

Gross Margin 315 304 29.4 318 31.0 319 327 335 325 33.7 333 30.8 323 332

Operating Margin 174 15.8 154 173 16.0 16.9 17.7 18.5 17.0 17.2 17.0 16.5 17.3 18.2

EBITDA Margin 22.1 20.3 19.0 20.8 195 20.3 21.0 217 211 21.2 21.2 20.6 20.7 211

Net Margin 9.9 9.1 104 116 115 132 14.2 14.4 214 13.7 113 10.3 134 137

Seq Growth (%)

Revenue 42 0.0 14 3.4 35 43 4.0 3.7 37.1 26.6 38.9 16.1 137 16.8

Gross Profit 0.1 -34 -1.9 11.6 11 7.2 6.7 6.3 36.2 31.2 375 7.3 194 19.9

EBIT 47 9.1 -1.1 15.7 -3.9 9.9 9.1 85 30.9 285 37.1 128 195 22.6

EBITDA 74 -8.1 5.1 13.1 -3.0 8.4 7.8 74 29.6 26.8 39.1 12.5 14.2 19.5

Net Profit -3.1 -8.8 171 15.1 2.2 20.2 11.6 5.1 67.0 -19.0 14.8 5.3 47.7 19.9

EPS -3.2 9.1 16.7 14.8 1.9 19.8 112 4.8 63.6 -19.8 14.0 45 45.9 18.5

Source: Company data, J.P. Morgan estimates.
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Valuation and recommendation: Mar-11 PT of Rs460

Our Mar-11 price target of Rs460 (earlier Dec-10 PT was Rs450) is based on a one-
year forward P/E multiple of 14.6x —reasonable, we believe, with estimated 32% EPS
CAGR FY 10-12. We believe that HCL Tech will continue to trade at a discount to
the top-tier players. However, the large deal wins and the strong growth rate shown
over the last 3-4 quarters should provide more investor confidence in the revenue
growth tragjectory and stability of margins, in our view.

Table 6: Price target comparison to P/E multiples

1 year forward 1 year trailing
Average P/E multiple over past 1 year 13.2 15.9
Current P/E Multiple (x) 14.1 19.5
Mar-11 EPS (Rs.) 315 25.1
Multiple used in price target (x) 14.6 18.3

Source: Company data, J.P. Morgan estimates.

Risksto our price target

Slowdown in Infra management deal ramp-ups and appreciation of the rupee against
the USS$ are key negative risks to our price target. On the positive front, better-than-
expected integration of Axon and revenue uptick in the EAS business could lead to
better performance versus our estimates.

Figure 2: One-year forward P/E
450 -
400
350
300 A

250 -

Source: Company data, J.P. Morgan estimates.

EV/EBITDA multiple-based valuation

Since HCLT' s earnings performance in the past was marred by swings owing to
forex losses (on hedges) and interest on debt. Now with HCLT substantially cutting
back its hedging and partly repaying its debt, we see a cleaner flow-through from
EBITDA to PAT and a better correlation between the two. To understand the true
discount to atop-tier (e.g., Infosys) on ahistorical basis, we plot HCLT’s
EV/EBITDA (rolling 12-month forward) discount to that of Infosys. The mean
discount for the last four years stood at 38%.
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However, in amore normalized, benign environment, we believe that afair discount
to Infosysis 30%. Applying this discount to Infosys' target FY 12 EV/EBITDA of
14x, we arrive at our target EV/EBITDA of 10x for HCLT (Jun-12). Thistranslates
into aJune-11 PT of Rs 530 based on discounting FY 12. Thus, we believe that we
have some cushion to our P/E-based PT of Rs460.

Figure 3: One-year Forward EV/EBITDA discount to Infosys
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Source: Company data, J.P. Morgan estimates.

Result metrics

Hedging and for ex losses

HCL Tech reported forex loss of Rs626MM, versus Rs1,257MM loss last quarter.
HCL Tech has outstanding hedges worth US$468mn at an average rate of
Rs40.5/US$ (down from $645MM last quarter). These hedges cover the next two
quarters of net forex inflows. The company has ~US$36.4MM of hedging losses
accumulated on the balance sheet under * Other comprehensive income.’

ESOP charge

HCL Tech incurred a non-cash ESOP charge of US$5.0 million (Rs224 million)
below market price. We include the charge from ESOPs issued below market price as
part of salary costs (US$5.0 million for the quarter).

Headcount

Gross headcount addition was good at 7136 and takes headcount to 58,129. Net
addition was increased to 2441, with net addition of 3152 in IT Services, but attrition
rate for BPO was high at 20.3% and net BPO reduction is 711.
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Figure 4: Headcount Addition
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Source: Company reports.

Table 7: Quarterly metrics
Year-end June
Client data 1Q2008  2Q2008  3Q2008  4Q2008 | 1Q2009  2Q2009  3Q2009  4Q 2009 1Q 2010 2Q 2010 3Q 2010
No of US$ 1m clients 166 175 186 201 205 218 256 253 264 281 281
Repeat business (%) 94.3 94.7 94.5 94 92.9 90.9 90.0 88.4 93.7 94.4 93.4
Client concentration
Top 5 clients (% of revenue) 27.8 212 215 26.7 26.1 253 227 20.6 19.0 18.0 17.8
Top 10 clients (% of revenue) 38.0 37.8 38.2 37.3 36.6 35.1 319 28.9 27.2 26.2 25.8
Top 20 clients (% of revenue) 50.7 50.5 50.6 49.6 48.8 47.9 43.6 40.2 38.1 36.9 36.6
Geographical breakup (%)
us 54.2 55.0 55.9 57.4 57.3 57.6 61.0 58.9 58.7 57.0 59.5
Europe 30.8 29.7 29.6 29.1 28.7 27.1 27.6 28.5 29.0 29.5 26.7
Rest of World 15.0 15.3 145 135 13.9 13.1 11.4 12.6 12.3 135 13.8
Verticals
BFSI 28.7 29.2 28.4 27.3 275 275 23.6 24.8 26.3 26.1 25.5
Hi-Tech Manufacturing 30 28.5 29.5 30.7 30.7 305 30.3 30.9 274 25.6 26.7
Telecom 16.3 16.1 16.4 16 16.5 15.7 12.1 125 13.0 12,5 116
Retail 8.7 8.8 8.4 8.8 8.2 7.7 6.9 6.6 7.0 8.0 75
Media 55 5.9 5.7 5.6 5.6 55 5.0 5.6 6.8 7.2 79
Life Sciences 5.2 5.6 55 5.7 5.9 5.8 6.3 6.4 6.4 7.2 75
Others 5.6 5.9 6.2 6 5.6 74 15.8 13.2 13.1 134 133
Service offering breakup (%)
Enterprise Application Services 11.8 111 10.7 10.8 10.9 12.5 245 236 219 224 214
Engineering and R&D Services 24.8 24.9 254 26.7 26.3 25.7 22.0 19.4 18.7 18.0 19.0
Industry Solutions 355 36.7 375 36.2 35.8 329 284 29.7 30.7 30.5 29.9
Infrastructure services 15.1 15.3 14.8 15.1 15.7 16.5 15.1 17.6 194 20.3 22.2
BPO services 12.8 12.0 116 11.2 113 124 10.0 9.7 9.3 8.8 7.6
Manpower
Organic software business 29,157 30,484 30,387 30,412 31,271 31,237 32,902 32,364 32,312 33,455 36,169
Infrastructure 5,223 5,605 6,176 7,035 8,279 8,970 9,698 10,052 10,769 11,317 11,755
BPO 11,262 11,865 13,239 13,315 13,164 12,750 11,426 11,800 11,362 10,916 10,205
Total people in company 45,642 47,954 49,802 50,741 52,714 52,957 54,026 54,216 54,443 55,688 58,129
Net addition 3625 2,312 1,848 960 1,973 243 -992 190 227 1,245 2.441

Source: Company reports.
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Income statement

Ratio Analysis

FY08A FY09A FY10E FY11E FY12E FYO8A  FY09A FYI0E FY11E FY12E
Revenues 76,401 106,087 123,199 140,069 163,615 Gross Margin 337 333 30.8 32.3 332
Cost of Goods Sold 50,681 70,710 85,248 94,768 109,291  EBITDA margin 21.2 21.2 20.6 20.7 21.1
Gross Profit 25,720 35,376 37,952 45,301 54,324  Operating Margin 17.2 17.0 16.5 173 18.2
SG&A Expenses 12,577 17,358 17,623 21,010 24,542 Net Margin 13.7 11.3 10.3 13.4 13.7
SG&A/Sales 16.5 16.4 14.3 15.0 15.0
Operating Profit (EBIT) 13,143 18,019 20,329 24,291 29,782
EBITDA 16,179 22,506 25,329 28,936 34,577  Sales growth 26.6 389 16.1 13.7 16.8
Other Income -1,372 -3,457 -4,638 -782 546  Operating Profit Growth 285 371 12.8 19.5 22.6
Net profit growth -19.0 14.8 5.3 417 19.9
EPS (Reported) growth -19.8 14.0 45 459 18.5
Earnings before tax 11,771 14,561 15,690 23,509 30,328
Tax 1,273 2,544 3,033 4,790 7,885 Interest coverage (x) n.m n.m n.m n.m n.m
Net Income (Reported) 10,480 12,032 12,671 18,720 22,443  Net debt to total capital n.m. 0.1 0.0 n.m. n.m.
Net debt to equity n.m. 0.2 0.0 n.m. n.m.
INR
EPS (Reported) 15.8 18.0 18.8 27.4 325  Asset Turnover 100.8 82.4 90.2 92.8 94.9
BPS 74 86 104 124 151 ROE 214 20.8 20.3 24.4 23.7
DPS 8.9 7.1 4.0 4.0 40 ROIC 29.9 225 17.3 20.1 21.3
Shares Outstanding (bn) 666 667 677 685 693 ROCE 20.7 18.9 15.4 17.0 171
Balance sheet Cash flow statement
FY08A FY09A FY10E FY11E FY12E FYOBA  FY09A FY10E FY1lE FY12E
Cash and cash equivalents 23,223 19,255 25,695 34,839 46,495  NetIncome 10,601 12,097 12,706 18,720 22,443
Accounts receivable 26,090 38,306 39,160 44,525 52,047  Depr. & Amortisation 3,033 4,473 4,989 4,645 4,795
Inventories 0 0 0 0 0  Change in working capital 3,084 15 -3586 -4311 5722
Others 0 0 0 0 0  Other
Current assets 49,313 57,561 64,855 79,364 98,541  Cash flow from operations 16,718 16,585 14,109 19,054 21,516
LT investments 97 170 175 171 171  Capex -4,769  -43967  -3419  -4103  -6,516
Net fixed assets 21,607 62,029 61,622 61,800 64,105 Disposal/ (purchase) -2,268 5,152 -2,137 -473 -585
Others 4,779 8,931 9,900 9,657 9,657  Cash flow from investing -7,037  -49,119  -5557  -4576  -7,101
Total assets 75,796 128,691 136,551 150,991 172,475  Free cash flow 11,949 -27,382 10,690 14,951 15,000
Liabilities Equity raised/ (repaid) -9,109 1,034 2,967  -1,733 0
ST loans 0 0 0 0 0  Debt raised/ (repaid) 4137 32,261  -2,383 -873 0
Payables 20,893 33,124 30,392 31,446 33,246  Other 0 0 0 0 0
Others 0 0 0 0 0  Dividends paid -5,949 4726 -2,697  -2,727  -2,759
Total current liabilities 20,893 33,124 30,392 31,446 33,246  Cash flow from financing -10922 28570 -2,113 5334  -2,759
Long term debt 0 30,182 28,658 27,954 27,954
Other liabilities 5,676 7,755 6,897 6,728 6,728  Net change in cash -1,240 -3,964 6,440 9,144 11,656
Total liabilities 26,569 71,062 65,946 66,128 67,928  Beginning cash 24,459 23223 19,255 25695 34,839
Shareholders' equity 49,223 57,629 70,605 84,864 104,547  Ending cash 23,219 19,259 25,695 34,839 46,495

Source: Company data, J.P. Morgan estimates.
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Analyst Certification:

The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with
respect to each security or issuer that the research analyst coversin this research) that: (1) all of the views expressed in this report
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the
research analyst(s) in this report.

Important Disclosures

e Client of the Firm: HCL-Technologiesis or wasin the past 12 months a client of JPM SI; during the past 12 months, JPM S|
provided to the company non-investment banking securities-related services.

¢ Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other
than investment banking from HCL-Technologies.

HCL-Technologies (HCLT.BO) Price Chart

Date Rating Share Price Price Target
600 | N Rs31q ow Rs380] N Rs200)| (Rs) (Rs)
I I I 16-Oct-06 OW  292.30 725.00
500 | N Rs”l ow R53°°| | N R5225| 16-Jan-07 OW  314.90 775.00
[ ' [l 17-Apr-07 OW  308.75 375.00
400 | ow R4 OW Rs310 | ow R5325| | N Rs130| | ow R3250| 16-Oct-07 OW 312.95 360.00
Price(Rs) 19-Dec-07 N 300.50 325.00
300 18-Jan-08 N 267.60 310.00
23-Jan-08 OW 228.60 310.00
200 15-Apr-08 OW  230.20 300.00
100 29-May-08 OW 306.80 380.00
05-Aug-08 OW 220.10 325.00
0 29-Sep-08 N 212.95 225.00
) ) ) )
Oct Jul Apr Jan Oct 16-Oct-08 N 158.20 200.00
06 07 08 09 09 28-Jan-09 N 112.50 130.00
16-Jul-09 OwW 194.80 250.00
Source: Bloomberg and J.P. Morgan; price data adjusted for stock splits and dividends.
This chart shows J.P. Morgan's continuing coverage of this stock; the current analyst may or may not have covered it 26-Aug-09 OW 307.00 375.00
over the entire period. 27-Jan-10 OW  330.20 450.00

J.P. Morgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

Explanation of Equity Resear ch Ratings and Analyst(s) Coverage Univer se:

J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’ steam'’s) coverage universe.] Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocksin the analyst’s (or the analyst’s team’s)
coverage universe] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’ s team’ s) coverage universe.] J.P. Morgan Cazenove' s UK Small/Mid-Cap dedicated research
analysts use the same rating categories; however, each stock’s expected total return is compared to the expected total return of the FTSE
All Share Index, not to those analysts' coverage universe. A list of these analystsis available on request. The analyst or anadyst'steam’s
coverage universe is the sector and/or country shown on the cover of each publication. See below for the specific stocks in the certifying
analyst(s) coverage universe.

Coverage Universe: Viju K George: HCL-Technologies (HCLT.BO), Infosys Technologies (INFY .BO), Tata Consultancy
Services (TCS.BO), Wipro Ltd. (WIPR.BO)
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J.P. Morgan Equity Research Ratings Distribution, as of March 31, 2010
Overweight Neutral  Underweight

(buy) (hold) (sel)

JPM Global Equity Research Coverage 45% 2% 13%
IB clients* 48% 46% 32%
JPMSI Equity Research Coverage 42% 49% 10%
IB clients* 70% 58% 48%

*Percentage of investment banking clientsin each rating category.
For purposes only of NASD/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating fallsinto a hold
rating category; and our Underweight rating fallsinto a sell rating category.

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on
the front of this note or your J.P. Morgan representative.

Analysts Compensation: The equity research analysts responsible for the preparation of this report receive compensation based upon
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which
include revenues from, among other business units, Institutional Equities and Investment Banking.

Registration of non-US Analysts. Unless otherwise noted, the non-US analysts listed on the front of this report are employees of non-US
affiliates of JPMSI, are not registered/qualified as research analysts under NASD/NY SE rules, may not be associated persons of JIPMSI,
and may not be subject to NASD Rule 2711 and NY SE Rule 472 restrictions on communications with covered companies, public
appearances, and trading securities held by a research analyst account.

Other Disclosures

J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide. J.P. Morgan Cazenoveisa
brand name for equity research produced by J.P. Morgan Securities Ltd.; J.P. Morgan Equities Limited; JPMorgan Chase Bank, N.A., Dubai
Branch; and J.P. Morgan Bank International LLC.

Optionsrelated resear ch: If the information contained herein regards options related research, such information is available only to persons who
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of
Standardized Options, please contact your J.P. Morgan Representative or visit the OCC’s website at

http://www.optionscl earing.com/publications/ri sks/ri skstoc.pdf.

L egal Entities Disclosures

U.S.: PM S| isamember of NY SE, FINRA and SIPC. J.P. Morgan Futures Inc. isamember of the NFA. JPMorgan Chase Bank, N.A. isa
member of FDIC and is authorized and regulated in the UK by the Financial Services Authority. U.K.: J.P. Morgan Securities Ltd. (JIPMSL) isa
member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. Registered in England & Wales No.
2711006. Registered Office 125 London Wall, London EC2Y 5AJ. South Africa: J.P. Morgan Equities Limited is a member of the Johannesburg
Securities Exchange and is regulated by the FSB. Hong Kong: J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) isregulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. K orea: J.P. Morgan Securities (Far East) Ltd,
Seoul Branch, is regulated by the Korea Financial Supervisory Service. Australia: J.P. Morgan Australia Limited (ABN 52 002 888 011/AFS
Licence No: 238188) is regulated by ASIC and J.P. Morgan Securities Australia Limited (ABN 61 003 245 234/AFS Licence No: 238066) isa
Market Participant with the ASX and regulated by ASIC. Taiwan: J.P.Morgan Securities (Taiwan) Limited is a participant of the Taiwan Stock
Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of
the National Stock Exchange of India Limited and Bombay Stock Exchange Limited and is regulated by the Securities and Exchange Board of
India. Thailand: JPMorgan Securities (Thailand) Limited is amember of the Stock Exchange of Thailand and is regulated by the Ministry of
Finance and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesiais a member of the Indonesia Stock
Exchange and is regulated by the BAPEPAM LK. Philippines: J.P. Morgan Securities Philippines Inc. is amember of the Philippine Stock
Exchange and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de Valores
Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casade Bolsa, S.A. de C.V., JP. Morgan Grupo Financieroisa
member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange Commission.
Singapore: Thismaterial isissued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) [MICA (P)
020/01/2010 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the
MAS. Malaysia: Thismateria isissued and distributed in Maaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) whichisa
Participating Organization of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission in
Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd isamember of the Karachi Stock Exchange and regulated by the Securities and
Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi ArabiaLtd. is authorised by the Capital Market Authority of the Kingdom
of Saudi Arabia (CMA) to carry out dealing as an agent, arranging, advising and custody, with respect to securities business under licence number
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35-07079 and its registered address is at 8th Floor, Al-Faisaliyah Tower, King Fahad Road, P.O. Box 51907, Riyadh 11553, Kingdom of Saudi
Arabia. Dubai: JPMorgan Chase Bank, N.A., Dubai Branch is regulated by the Dubai Financial Services Authority (DFSA) and its registered
addressis Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubai, UAE.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary, issued and approved for distribution in the U.K. and the EEA by
JPMSL. Investment research issued by JPMSL has been prepared in accordance with JPM SL's policies for managing conflicts of interest arising
asaresult of publication and distribution of investment research. Many European regulators require that afirm to establish, implement and
maintain such a policy. This report has been issued in the U.K. only to persons of akind described in Article 19 (5), 38, 47 and 49 of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons'). This document must
not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this document relatesis only
available to relevant persons and will be engaged in only with relevant persons. In other EEA countries, the report has been issued to persons
regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material isissued and distributed by JPMSAL in
Australiato “wholesale clients” only. JPMSAL does not issue or distribute this material to “retail clients.” The recipient of this material must not
distribute it to any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the terms
“wholesale client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001. Germany: This material is
distributed in Germany by J.P. Morgan Securities Ltd., Frankfurt Branch and J.P.Morgan Chase Bank, N.A., Frankfurt Branch which are
regulated by the Bundesanstalt fir Finanzdienstleistungsaufsicht. Hong Kong: The 1% ownership disclosure as of the previous month end
satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons Licensed by or Registered with the Securities
and Futures Commission. (For research published within the first ten days of the month, the disclosure may be based on the month end data from
two months' prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for derivative warrants issued by J.P. Morgan Structured
Products B.V. and listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx website:
http://lwww.hkex.com.hk/prod/dw/L p.htm. Japan: Thereisarisk that aloss may occur due to a change in the price of the sharesin the case of
share trading, and that aloss may occur due to the exchange rate in the case of foreign share trading. In the case of share trading, JPMorgan
Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the
commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the customer in advance. Financia Instruments
Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. 82 Participating Association / Japan Securities Dealers
Association, The Financial Futures Association of Japan. Korea: Thisreport may have been edited or contributed to from time to time by
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul Branch. Singapore: JPMSS and/or its affiliates may have a holding in any of the
securities discussed in this report; for securities where the holding is 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. India: For private circulation only, not for sale. Pakistan: For private circulation only, not for sale. New Zealand: This
material isissued and distributed by JPMSAL in New Zealand only to persons whose principa business is the investment of money or who, in the
course of and for the purposes of their business, habitually invest money. JPMSAL does not issue or distribute this material to members of "the
public" as determined in accordance with section 3 of the Securities Act 1978. The recipient of this material must not distribute it to any third
party or outside New Zealand without the prior written consent of JPMSAL. Canada: The information contained herein is not, and under no
circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of
an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of the securities described herein in
Canadawill be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only
by a dealer properly registered under applicable securities laws or, aternatively, pursuant to an exemption from the dealer registration requirement
in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no circumstances to
be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the
information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory
of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory
authority in Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the
securities described herein, and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded as
professional clients as defined under the DFSA rules.

General: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan
Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any
disclosures relative to JPM S| and/or its affiliates and the analyst’ s involvement with the issuer that is the subject of the research. All pricing is as
of the close of market for the securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this
material and are subject to change without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not take into account individual
client circumstances, objectives, or needs and are not intended as recommendations of particular securities, financial instruments or strategies to
particular clients. The recipient of this report must make its own independent decisions regarding any securities or financial instruments
mentioned herein. JPM S| distributes in the U.S. research published by non-U.S. affiliates and accepts responsibility for its contents. Periodic
updates may be provided on companies/industries based on company specific developments or announcements, market conditions or any other
publicly available information. Clients should contact analysts and execute transactions through a J.P. Morgan subsidiary or affiliate in their home
jurisdiction unless governing law permits otherwise.

“Other Disclosures’ last revised March 1, 2010.

Copyright 2010 JPMorgan Chase & Co. All rightsreserved. Thisreport or any portion hereof may not be reprinted, sold or
redistributed without the written consent of J.P. Morgan.
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