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Stock data

No. of shares :133mn

Market cap :Rs 23.8bn

52 week high/low :Rs 205/ Rs 110

AWAITING PROFITABLE GROWTH

Hexaware Technologies" Q1CY06 results were inline with our
expectations. Topline and PAT were up 10.1% and 4.3% QoQ
respectively, buoyed both by volumes and pricing. Topline guidance
for Q2CY07 at USD 65mn with a 7.3% QoQ growth towards a healthy
demand environment. However, a disturbing fact is the PAT guidance
of ~USD 7.1mn that implies that margin improvement and achieving
profitable growth (in line with topline growth) is becoming an arduous
task. Management has indicated that salary hikes, visa costs and
currency appreciation would have significant impact on PAT in Q2 and
hence the muted guidance, which is a concern for the entire industry.

Organizational focus helping visibility

The company has built a strong USD 260mn order book with 1.1x
annualized run-rate for Q1CY07. New order wins at USD 61mn in Q1
include two USD 10mn+ orders. We believe a focused approach
towards verticals and select client acquisition over the past few
quarters has enabled Hexaware to position itself better than before.
Testing, HR and BI continue to remain upbeat.

Client mining remains the top agenda

Performance this quarter was mainly led by the top 5 accounts and
the company has been focusing on better client mining. This strategy
has been yielding positive results:

= Annualized run rates for an average client in the top 2-5 bucket

has touched ~USD 16mn (4 ~18.5% QoQ). Similarly in the top
6-10 bucket, the engagement size has increased to USD36.5mn
(A ~11.4% QoQ)

= Q1CY07 saw an improvement in client quality — with an increase
in USD 10mn (+1) and <USD 5mn accounts (+5).

Avg. daily vol. (émth) : 343,500 shares
Bloomberg code : HEXW IN
Reuters code : HEXT.BO

Shareholding (%) Mar-07 QoQ chg

Promoters : 25.5 (0.2)

fﬁi /UTI ng (16'11) Valuations: Our analysis indicates that the SG&A leverage could be
Banks / Fls : 4.9 0.1 insufficient to completely mitigate the negative impact of salary hikes
Others : 15.0 1.1 and INR appreciation. The lower PAT CAGR at ~21% for CY06-CYO8E

v/s a 33.5% CAGR in topline for the same period with current
valuations at 17xCYQ7E EPS warrants a review in our rating. Hence
we are revising our rating to sector Underperformer.

Financial summary

Sales PAT  Consensus EPS Change P/E RoE RoCE EV/EBIDTA
Y/E Dec (Rs. mn), (Rs. mn) EPS* (Rs.) (Rs.); YoY (%) (x) (%) (%) (69)
2005 6,787 921 - 7.5 56 17.5 30.0 33.4 12.5
2006 8,482 1,242 9.4 8.4 13 23.7 22.7 24.6 14.8
2007E 11,909 1,515 10.9 10.5 24 17.1 18.4 21.3 11.7
2008E 15,118 1,806 13.6 12.3 17 14.6 18.4 22.1 8.9
Source: Company, ENAM estimates; *Consensus broker estimates
ENAM Research is available on Bloomberg (ENAM <Go>), Multex.com and Firstcall.com 25 April 2007
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Results update

Quarter ended 12 months ended

Mar-06 % Chg Dec-06 % Chg Dec-07E

Net Sales 2,644 1,762 50.1 2,402 10.1 11,909 8,482 40.4
EBIDTA 395 294 34.6 357 10.7 1,743 1,322 31.8
Other income 68 35 96.5 79 (14.2) 290 241 20.5
PBIDT 463 328 41.1 437 6.1 2,033 1,563 30.1
Depreciation 56 46 22.6 53 6.8 269 200 34.5
PBT 407 282 44.1 384 6.1 1,764 1,363 29.5
Tax 55 22 148.8 46 19.1 250 120 107.2
Adjusted PAT 352 260 35.2 338 4.3 1,515 1,242 21.9
No. of shares (mn) 145 136 - 147 - 145 147 -
EBIDTA margin (%) 15.0 16.7 - 14.9 - 14.6 15.6 =
PBIDT margin (%) 17.5 18.6 = 18.2 = 17.1 18.4 =
EPS (Rs.) 9.7 7.7 26.8 9.2 6.2 10.5 8.4 24.2

Source: Company, ENAM Research

Q1CY07 Performance highlights

Q0Q chg (%) Yo chg (%)

Revenue Mix (Rs mn)

Onsite 1,642 10.9 51.3
Offshore 1,002 8.6 48.1
Volume Growth (utilized hours)

Blended 87 50.6
Clientele Performance (Rs mn)

Top Client 225 12.7 315
Top 2-5 Clients 664 13.2 69.7
Top 6-10 Clients 383 6.4 40.4
Remaining Clients 1,372 9.2 48.1

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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