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Business unit/ clientele performance

Relative Perf
S e = Software services: Topline growth of 5.2% QoQ was aided by a

160 meaningful blended volume growth of 7% QoQ and better price
140 1 W realizations (3-5% price hikes in renegotiations, higher success in
120 | MW\W ; A engineering services that contributes ~24% to topline alongwith
100 K e MiaNARS R&D services).
80 1 ““,‘wfm = BPO services: Topline growth (5.4% QoQ) was marginally lower
60 ‘ ‘ than our expectations with 70:30 share between India and
Jan-06 Jul-06 Jan-07 Northern Ireland operations. Better pricing uptrend and 9.6%
Sensex  —— HCL Tech QoQ increase in employees would have yielded better revenue
run-rate but for rupee appreciation of 3.6% QoQ. We expect a
Source: Bloomberg, ENAM Research subdued FYO7E revenue growth of ~ 31% YoY.
Stock data n IMS: With annualized run ratg of over USD 1§5mn, IMS
No. of shares (basid) £ 325mm continues to lead performance with 12.5% QoQ topline growth,
Market cap - R.207bn and 15.0% QoQ EBIT growth. In addition to being a distinctive
52 week high/low : Rs.707/ Rs.362 entry strategy with clients, IMS should lead earnings growth with
Avg. daily vol. (6mth) :561,900 shares higher share from the international business (currently ~60%)
Bloomberg code :HCLT IN . i .
Reuters code - HCLT.BO = Clientele: Top 20 clients lead the revenue run rate with 9.6%

QoQ growth driven by ramp-ups in its multi-service offerings.

Shareholding (%) Dec-06 QoQ chg 31% of its USD 1mn accounts (total 145) source multiple

Promoters o 69.0 (0.1) services, a reasonable increase from 28% last quarter.

FlIs : 139 (0.1)

MFs / UTI : 43 (0.4) . o _
Banks / Fls : 3.2 0.4 Valuations: The contribution of large deals to the software services
Others : 9.6 0.2 segment has been positively apparent in the 7% QoQ blended volume

growth. We believe this transition is critical for operational synergies
in large deals to accrue at the bottomline. This would also be a key
factor for improvement of P/E multiple. Nonetheless, as our FY08
estimates (post RSU charge) do not undergo a material uptrend, we
retain our sector NEUTRAL rating at current valuations of 20.6x
FYO7E and 16.6x FYOSE.

Financial summary

Sales Rep. PAT Consensus EPS Change P/E RoE | EV/EBIDTA
Y/E Jun (Rs mn) (Rs mn) EPS* (Rs) (Rs) YoY (%) (€9) (%)
2005 33,288 6,067 - 19.1 7 20.3 17.7 13.4
2006# 44,007 7,746 = 22.6 18 22.0 19.7 15.9
2007E~ 59,758 10,605 31.6 31.0 37 20.6 24.7 14.5
2008E” 76,075 13,161 38.0 38.5 24 16.6 27.0 11.3

Source: *Consensus broker estimates, Company, ENAM estimates;
Note: ~PAT for FYO7E and FYOS8E is post RSU charge. FY07 and FY08 average INR/ USD rate assumed at Rs.45.0 and Rs.44.1 respectively
#FY06 EPS is exclusive of ESOP charge of USD15.24mn and one-time charge (USD13.5 mn) for change in accounting policy for forward contracts
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Results update

Quarter ended 12 months ended
(Rs mn) Dec-06 Dec-05 % Chg Sep-06 Jun-07E Jun-06 % Chg

Net Sales 14,651 10,542 39.0 13,795 6.2 59,758 44,007 35.8
EBIDTA 3,587 2,245 59.8 3,001 19.5 13,851 9,507 45.7
Other income 134 275 (51.3) 278  (51.8) 1,381 919 50.2
PBIDT 3,721 2,520 47.7 3,279 13.5 15,232 10,426 46.1
Depreciation 623 493 26.4 557 11.8 2,382 2,032 17.2
PBT 3,098 2,027 52.8 2,722 13.8 12,850 8,394 53.1
Tax 206 203 1.5 219 (5.9) 1,195 626 90.9
Adjusted PAT 2,626 1,824 44.0 2,301 14.1 11,655 7,768 50.0
Share from equity investment 7) 7) - 5 - (5) (6) -
Share of income (loss) of minority shareholders (23) (6) - (5) - (20) (16) -
ESOP provisioning (266) (202) = - - (1,025) - =
Reported PAT 2,596 1,811 43.3 2,301 12,8 10,605 7,746 36.9
No. of shares (mn) 342 317 = 338 = 342 342 =
EBIDTA margins (%) 24.5 21.3 = 21.8 = 23.2 21.6 =
PBIDT margins (%) 25.4 23.9 - 23.8 - 25.5 23.7 =
EPS (Rs) 7.7 5.7 33.7 6.8 13.0 31.0 22.6 37.1

Source: Company, ENAM estimates. Note: FYO7E and FYOSE exclude non-cash employee stock option charges. Company has used exchange rate of

1USD=INR44.25

Revenue by Services Offerings

Dec-06, Dec-05 YoYgrth| Sep-06 QoQ grth
(Rs mn) (%) (%)
Revenue 14,651 10,542 38.8 13,795 6.1
Enterprise Application Services 1,875 1,444 28.8 1,890 (1.5)
Engineering and R&D Services 3,546 2,467 43.7 3,311 7.1
Industry Solutions 5,318 4,090 30.0 4,994 6.5
Infrastructure Services 2,051 1,202 70.7 1,835 11.8
BPO Services 1,861 1,339 39.0 1,766 5.4
Source: Company, ENAM Research
Clientele Performance
, Dec-06 Dec-05 YoYgrth Sep-06 QoQ grth
(Rs mn) (%) (%)
Client Concentration
Top 5 Clients 4,351 3,004 44.8 3,959 9.9
Top 6-10 Clients 1,363 959 42.0 1,311 4.0
Top 11- 20 Clients 1,831 1,139 60.9 1,614 135
Top 20 Clients 7,545 5,102 47.9 6,884 9.6
Remaining Clients 7,106 5,440 30.6 6,911 2.8
Client Quality (Nos.)
No : of USD1mn accounts 145 130 - 143 -
No : of USD5mn accounts 46 33 - 41 -
No : of USD10mn accounts 22 16 - 18 -
No : of USD20mn accounts 8 6 = 8 =
No : of USD30mn accounts 4 3 - 4 -
No : of USD40mn accounts 4 3 - 3 =
No : of USD50mn accounts 3 2 - 2 -
Source: Company, ENAM Research
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Segmental Performance

| Dec-06 Dec-05 YoY grth Sep-06 QoQ grth
(Rs mn) (%) (%)
Revenue
Software Services 10,739 8,001 34.2 10,206 52
BPO Services 1,859 1,339 38.8 1,763 54
Infrastructure Services 2,053 1,202 70.8 1,825 125
Gross Profits
Software Services 4,196 3,042 37.9 3,842 9.2
BPO Services 677 546 24.0 619 9.4
Infrastructure Services 670 390 71.8 626 7.0
Gross margins (%)
Software Services 39.1 38.0 = 37.6 =
BPO Services 36.4 40.8 = 35.1 =
Infrastructure Services 32.6 324 = 34.3 =
EBITDA
Software Services 2,455 1,832 34.0 2,271 8.1
BPO Services 426 364 17.0 396 7.6
Infrastructure Services 359 181 98.3 322 11.5
EBITDA margin (%)
Software Services 22.9 22.9 - 22.3 -
BPO Services 22.9 27.2 = 22.5 =
Infrastructure Services 17.5 15.1 - 17.6 -
EBIT
Software Services 2,097 1,539 36.3 1,961 6.9
BPO Services 276 251 10.0 257 7.4
Infrastructure Services 245 93 163.4 213 15.0
EBIT margin (%)
Software Services 19.5 19.2 - 19.2 -
BPO Services 14.8 18.7 = 14.6 =
Infrastructure Services 11.9 7.7 = 11.7 =

Source: Company, ENAM Research

Employee Base

Dec-06 Dec-05 YoY grth Sep-06 QoQ grth

(Nos) (%) (%)
Total employee base 38,317 28,182 36.0 36,452 5.1
- Software Services 22,523 17,793 26.6 21,943 2.6
- BPO 12,181 8,334 46.2 11,112 9.6
- Infrastructure Services 3,613 2,055 75.8 3,397 6.4

Source: Company, ENAM Research

Geography Revenues

‘ Dec-06 Dec-05  YoY grth Sep-06 QoQ grth
(Rs mn) (%) (%)

us 8,395 6,388 31.4 8,222 2.1
Europe 4,278 2,267 88.8 3,945 8.4
Asia Pac 1,978 1,887 4.8 1,628 21.5

Source: Company, ENAM Research
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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.
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