P M Asia Pacific Equity Research
P o Organ 04 March 2009

Indian IT Services

First evidence of salary cut in Indian IT, we continue to
expect margin resilience from top tier players and
remain fundamentally positive - ALERT

e Hexawar e Technologies today announced movesto control costs and Indian IT Services
improve current utilization. The company has put 350 non- billable Manoj Singla, CFAAC
employees on virtual bench on account of limited billing opportunities. (91-22) 6639-3017/(44-20) 7325-1191
During this period the company would give them compensation manoj.singla@jpmorgan.com
equivalent to 50% of their basic salary. Further Hexaware has J.P. Morgan India Private Limited
announced that it will introduce salary cuts between 2-10% for certain Bhavin Shah
employees effective April, 2009. The cut would be for employees above (852) 2800-8538
the entry level and would impact around 60% of the employees. bhavin.a.shah@jpmorgan.com

J.P. Morgan Securities (Asia Pacific) Limited

e Read-through for the IT Sector: The salary cut is the first evidence of Nishit Jasani
Indian IT firm cutting emplc_)yee salaries. Sqlaries typically form ~50% (91-22) 6639-3008
of the revenues of the Indian IT companies and hence even a 5% nishit.x.jasani@jpmorgan.com
reduction can have a 250bpS pOSitive ImpaCt on the margins. Further IT J.P. Morgan India Private Limited

companies are aready indicating a cut in the variable salaries (5-7% of
the revenues). Also the depreciating Rupee against the US$ would be an
additional tailwind to the margins. These cost cutting measures are
largely inline with our expectations and reinforce our view that top tier
Indian IT companies would be able to defend margins in FY 10E despite
pricing pressure.

e |nvestment view: While revenue growth remains the key variable of
debate - we continue to believe that top tier players can deliver flat
revenues in FY 10E due to market share gains and Satyam issue. Given
low investor expectations, flat revenue/EPS would be enough to drive
share price out-performance in our view leading to our positive
fundamental view on Infosys and TCS. However, 4QFY 09 should be a
tough quarter as companies absorb most of the impact of reduction in
prices leading to our near-term cautious view.
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Companies Recommended in ThisReport (all pricesin thisreport as of market close on 03 Mar ch 2009)
Infosys Technologies (INFY .BO/Rs1,197.60/Overweight), Tata Consultancy Services (TCS.BO/Rs445.15/0Overweight)

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 |SE option specialist: An affiliate of JPMSI is associated with a specialist or market maker that makes a market in the options of
Infosys Technologies, and therefore such specialist may have a position (long or short) in the options of the issuer and may be on the
opposite side of public ordersin such options.

e  Client of the Firm: Infosys Technologiesis or wasin the past 12 months a client of JIPMSI; during the past 12 months, JPM S|
provided to the company non-investment banking securities-related service and non-securities-related services. Tata Consultancy
Servicesisor was in the past 12 months a client of JPMSI; during the past 12 months, JPM S| provided to the company non-
investment banking securities-related service and non-securities-rel ated services.

e Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment
banking services in the next three months from Infosys Technologies.

e Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other
than investment banking from Infosys Technologies, Tata Consultancy Services.
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Tata Consultancy Services (TCS.BO) Price Chart
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J.P. Morgan uses the following rating system: Overweight [Over the next six to twelve months, we expect this stock will outperform the
average totd return of the stocks in the analyst’s (or the analyst’ steam’s) coverage universe.] Neutral [Over the next six to twelve
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coverage universe.] Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of
the stocksin the analyst’s (or the analyst’ s team'’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector
and/or country shown on the cover of each publication. See below for the specific stocksin the certifying analyst(s) coverage universe.

Coverage Universe: Manoj Singla, CFA: Atos Origin (ATOS.PA), Autonomy (AUTN.L), Aveva (AVV.L), Bharti Airtel
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J.P. Morgan Equity Research Ratings Distribution, as of December 31, 2008

Overweight Neutral Underweight
(buy) (hold) (sdll)
JPM Global Equity Research Coverage 38% 44% 18%
IB clients* 54% 52% 43%
JPMSI Equity Research Coverage 37% 49% 14%
IB clients* 76% 71% 62%

* 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.
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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 JPMSI,
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.
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J.P. Morgan is the global brand name for J.P. Morgan Securities Inc. (JPMSI) and its non-US affiliates worldwide.
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