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Conclusion: There have been three key concerns that
have depressed Patni’s valuations, in our view:
margin-related issues, lackluster revenue growth, and
HR-related issues. Improvement in margins has been
impressive over the past four quarters. Revenue growth
appears to be picking up, but 2Q guidance is modest.
HR-related concerns continue.

What's New: 1Q numbers were well ahead of
expectations driven by better margins. Revenue rose
1% QoQ, marginally ahead of estimates, reported OPM
expanded 175 bps (vs. expectations of a 140 bps
decline) and net income rose 4% excluding one-time
gains (vs. expectations of a 12% decline). OPM was up
330 bps YoY, excluding forex gains, thus OP was 9%
ahead of expectations. Management guided towards
4.5% QoQ revenue growth in 2Q. The company added
292 employees (vs. guidance of 500) and attrition rose
further from 27.4% to 29.1%.

Implications: This was the third consecutive quarter of
a significant positive surprise on the net income line.
Given the operational momentum, we continue to
believe the stock is well placed, especially in light of
attractive valuations. We estimate the stock trades at
13.7x 2007E earnings, a 45% discount to the top names,
and 2.2x 2007 revenue, a 50-70% discount. Cash
constitutes 20% of its market capitalization.

Price target

Shr price, close (Apr 25, 2007)
Mkt cap, curr (mn)

52-Week Range

Sh out, basic, curr (mn)

Rs600.00
Rs432.15
US$1,466
Rs511.40-251.00
138.3

Fiscal Year (Dec) 2005 2006 2007e 2008e
EPS, basic, rpt'd (US$) 0.48 0.56 0.73 0.89
Prior EPS, basic, rpt'd (US$) = - 0.69 0.84
ModelWare EPS (US$)* 0.48 0.56 0.73 0.89
Prior ModelWare EPS (US$) = - 0.69 0.84
Revenue, net (US$ mn) 450 579 677 813
ModelWare net inc (US$ mn) 61 78 102 123

* = Please see explanation of Morgan Stanley ModelWare later in this note.
e = Morgan Stanley Research estimates

Morgan Stanley does and seeks to do business with
companies covered in its research reports. As a result,
investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this
report. Investors should consider this report as only a
single factor in making their investment decision.

For analyst certification and other important
disclosures, refer to the Disclosure Section.

+= Analysts employed by non-U.S. affiliates are not registered pursuant to NASD/NYSE rules.
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Patni Computer Systems: Financial Summary

Profit and Loss Statements Cash Flow Statements

US$ 000; Year to June 30 F2004 F2005 F2006 F2007E F2008E US$ 000; Year to June 30 F2004  F2005 F2006 F2007E F2008E
Net Revenues 326,581 450,333 578,851 677,498 812,738 Net profit 54,684 60,866 79,153 101,505 122,519
Cost of revenue 193,438 278,067 364,077 429,608 516,086 Depreciation 11,333 15,213 19,107 28,661 32,034
Selling, general and admin exp 58,388 85,082 104,636 109,098 125,974 Interest 0 0 0 0 0
Total Operating costs 251,826 363,149 468,713 538,706 642,060 Change in working capital -18,976 19,048 -10,869 -601 -7,088
EBIDTA 74,755 87,184 110,138 138,791 170,678 Operating cash flow 47,041 95,127 87,391 129,565 147,465
Depreciation 11,333 15,213 19,107 28,661 32,034
Misc Expenses/Provisions, etc 1,519 -152 1,191 2,792 3,350 Interest expense 0 0 0 0 0
Forward gain/loss -2,082 -1,693 -2,748 2,630 0 Tax paid 423 -482 15,845 1,528 6,537
EBIT 59,821 70,430 87,092 109,968 135,294 Dividend paid -4,083 -6,532 -11,873 -15,226 -18,378
Other Income 2,558 4,239 11,322 13,739 15,964 Capital expenditure -24,902 -52,148 -52,866 -60,000 -81,300
Profit before Tax 62,379 74,669 98,414 123,707 151,258 Shares issued 64,785 118,873 -13,221 0 0
Income Tax 7,695 13,803 20,674 22,202 28,739 Investment in securities -3,545 -69,364 79,614 0 0
Net Profit 54,684 60,866 77,740 101,505 122,519 Other items -17,682 -27,008 -12,638 9,366 0
Net debt change 62,037 58,465 92,252 65,234 54,324
ModelWare EPS (US$) 0.44 0.48 0.57 0.73 0.89
Basic EPS (Rs) 18.93 19.44 25.83 31.58 38.10 Opening Net (debt)/cash 70,479 132,516 190,981 283,234 348,467
DPS (Rs) 1.4 2.1 3.9 4.7 5.7 Net (debt)/cash 132,516 190,981 283,234 348,467 402,791
Balance Sheets Ratio Analysis
US$ 000; Year to June 30 F2004 F2005 F2006 F2007E F2008E US$ 000; Year to June 30 F2004 F2005 F2006 F2007E F2008E
Liabilities Growth (%)
Share Capital 186,449 305,322 292,102 292,102 292,102 Revenues 30.1% 37.9% 285% 17.0% 20.0%
Reserves & Surplus 101,980 148,909 216,189 302,468 406,610 EBIDTA 32.4% 16.6% 26.3% 26.0% 23.0%
Shareholders' Funds 288,429 454,231 508,291 594,570 698,711 EBIT 26.5% 17.7% 23.7% 26.3% 23.0%
Loan Funds - - - - - EBT 241% 19.7% 31.8% 25.7% 22.3%
Non current liabilities 29,941 11,544 11,519 11,519 11,519 Net Profit 29.6% 11.3% 27.7% 30.6% 20.7%
TOTAL LIABILITIES 318,370 465,775 519,809 606,088 710,230 EPS 15.5% 1.0% 29.6% 282% 20.7%
Assets Margins (%)
Gross Block 89,056 116,862 186,862 246,862 337,862 EBIDTA 229% 19.4% 19.0% 20.5% 21.0%
Less: Depreciation 39,594 51,687 70,794 99,455 131,489 EBIT 18.3% 15.6% 15.0% 16.2% 16.6%
Net Block 49,462 65,176 116,069 147,407 206,373 EBT 19.1% 16.6% 17.0% 18.3% 18.6%
Capital Work in Progress 5612 26,834 9,700 9,700 - Net Profit 16.7% 135% 13.4% 15.0% 15.1%
Net Fixed Assets 55,075 92,010 125,769 157,107 206,373
Deferred Tax Assets 3,635 3,402 3,402 3,402 3,402 Return (%)
Investments 85,623 141,776 62,162 62,162 62,162 ROE 23.7% 16.4% 16.2% 184% 18.9%
Current Assets 103,765 121,952 150,637 172,655 202,841 ROCE 23.9% 18.0% 17.7% 19.5% 20.6%
Cash 77,143 148,820 241,072 306,306 360,629 ROA 18.6% 13.2% 13.0% 14.6% 15.0%
Less: Current Liabilities 49,523 86,276 119,937 142,883 172,517
Net Current Assets 131,386 184,496 271,772 336,079 390,954 Gearing
Other assets 42,653 44,092 56,705 47,339 47,339 Net Debt/Equity NC NC NC NC NC
TOTAL ASSETS 318,370 465,775 519,809 606,088 710,230
Valuations
. EV/EBITDA 14.9 13.3 9.5 1.5 5.8
E = Morgan Stanley Research estimates PIE 228 22.2 16.7 13.7 11.3
Source: Company data, Morgan Stanley Research P/BV 3.9 2.9 25 2.3 2.0
Dividend Yield (%) 0.33% 0.48% 0.90% 1.10% 1.32%
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Addressing 1% Concerns of 3

Summary & Conclusions
In our view, there have been three concerns on this stock that
have resulted in depressed valuations:

1. Issues on cost controls: Patni's OPM fell
significantly in 2005, leading to concerns since then
on the company’s ability to control costs effectively.

2. Muted revenue growth: Revenue growth has been
muted for the past two quarters on account of
client-specific issues.

3. High attrition and low employee addition: Attrition
has been high relative to peers, and Patni had the
lowest employee additions in 2006 in percentage
terms among the top companies in the sector.

We see significant improvement on the first issue, some
pick-up in revenue growth, while the HR-related issues remain
of concern to us.

We believe that the valuations more than adequately
compensate for the remaining concerns. The stock trades at
13.7x 2007 earnings, a 45% discount to large peers. It trades at
2.2 times revenue, a 50-70% discount. It trades at 1.5x
EV/sales. The stock has also seen strong upward earnings
revisions in the past few months.

Positive OPM Performance in Recent Quarters

Patni's OPM fell significantly from 19.7% in 2004 to 16% in
2005 (excluding forex impact), leading to concerns since then
of the company'’s ability to manage cost inflationary factors.
However, we note significant improvement in the past four
guarters. OPM declined sequentially in June-06, but the
decline was lower than expected given the wage increases and
visa costs that kick in during the quarter. Patni has recorded
smart OPM improvement in the three quarters since then
(Exhibit 1).

We believe that the company has been able to do so as a result
of several measures, including pricing discipline, improvement
in utilization, having more entry-level employees, and G&A
controls. Utilization has improved from around the 67—68%
levels for most of 2005 to around 73% now. G&A had
accounted for around 12% of revenue on average for 2005 and
2006, but has been 10-10.5% in the past two quarters. We
think these improvements made by the company will make
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Exhibit 1

Smart OPM Improvement in F2H06
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Exhibit 2

Slight Look-up in Revenue Growth in F2Q07 (QoQ)
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Exhibit 3

Low Headcount Addition in 2006
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comparisons easier in 2007 and there could be further benefits
from these factors, especially on average pricing, in 2008.

We expect 2Q margins to fall significantly. This is a seasonal
phenomenon given the wage inflation in 2Q. Management has
indicated 300 to 320 bps of margin impact due to wage inflation
and 80 bps of impact due to currency (it has assumed an
average exchange rate of 42.50). It expects to offset some of
these pressures. It absorbed H-1 visa costs (100 bps impact) in
1Q itself. It expects net income of US$22.5-23 million, net of
forex gains or losses, which includes one-time treasury income
of US$1.2 million.

Pick-up in Revenue Growth, but Modest

One of the recent concerns has been on muted revenue
growth. Sequential growth has been 1% for the past two
quarters (Exhibit 2) on account of client specific issues.
Revenue growth should pick up going forward, given that these
issues are now behind the company. Management has guided
for 4.5% revenue growth in 2Q — while this does represent a
pick-up, we see it as modest and not as a positive surprise.

The reported contribution of business from GE declined
significantly in the quarter from 13.5% to 11.1%; however, we
believe that adjusting for some reclassification (GE sold one of
its units which is a customer for Patni), this revenue stream has
been broadly stable.

HR-Related Issues Still a Concern

Attrition (for the trailing 12 months) has increased further from
27.4% in 4Q06 to 29.1% in 1Q07 (Exhibit 4). Management did
clarify that turnover in absolute terms declined sequentially
though the reported numbers for the trailing 12 months went up
due to more difficult comparisons — it did not report a specific
number for the quarter though. While the positive momentum is
good, we think the number is high in absolute terms related to
top peers and poses risk of project execution on a worst case
basis.

Management also announced 18-20% average offshore wage
increase and 4-4.5% onsite wage increase. The offshore
increases are well ahead of those announced by its peer group
(12-15%) for the second year in a row, though they have been
in line with earlier management indications.

A related aspect has been low employee additions in the past
few quarters by the company. Patni added 8.5% to its
employee base in C2006, far lower than the additions made by
top peers (Exhibit 3). It added 292 employees in 1Q, versus
earlier guidance of 500. One reason for the low addition in
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Exhibit 4
Attrition is Still a Concern
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Note: The attrition numbers are for the trailing 12-month periods

Exhibit 5

Attractive on P/E Multiples (C2007)...

27 1 25.2
24.3 239
24 4
211 19.0
18 -
15 13.7
12
9 4
6 4
3 4
0
Infosys Wipro TCS Satyam Patni
Source: Company data, Morgan Stanley Research
Exhibit 6
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2006 was the company’s focus on improving utilization in its
efforts to improve OPM. However, we would like to see
acceleration in employee additions to give us comfort on
revenue growth. The company has guided for 1,200 additions
(on a gross basis) for 2Q.

Valuation Discussion

We continue to find value in the stock. Patni trades at a
significant discount to its top peers on P/E as well as P/S
multiples (Exhibits 5 and 6) and has US$295 million of cash
and equivalents, which represents 20% of market
capitalization. We have also seen positive momentum in
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earnings revision for this stock over the past few months and
Patni has surprised positively for the past few quarters.

Our earnings estimates remain broadly unchanged for 2007
and 2008. We maintain our target price of Rs600, which is
based on a 35% discount to our target multiple on the larger
stocks in the sector. The discount is to reflect the lower margins
and the risks on the HR front. Better-than expected
improvement in margins or volume growth present upside risks
to our price target. Delivery issues or margin slippages driven
by employee-related issues pose downside risks.
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Exhibit 7

Patni: Quarterly Financials

US$ '000s Jun-06 QoQ YoY Sep-06 QoQ YoY Dec-06 QoQ YoY Mar-07 QoQ YoY
Revenues 143027 10% 32% 151707 6.1% 28.3% 154271 1.7% 24.5% 156011 1.1% 20.2%
Cost of revenues 93227 15% 35% 94526 1% 26% 95551 1% 25% 96326 1% 19%
Depreciation 3190 7% 40% 3091 -3% 12% 3910 26% 37% 3809 -3% 28%
Gross Profit 46,610 1% 25% 54,090 16.0% 33% 54,810 1.3% 23% 55,876 1.9% 21%
Gross margin (%) 32.6% -291 bps -176 bps 35.7% 307 bps 120 bps 35.5% -13bps -39 bps 35.8% 29 bps 32 bps
SG&A 28163 9% 36% 25722 -9% 17% 24796 -4% 8% 24771 0% -5%
as % of revenue 19.7% -30bps 65 bps 17.0% -274 bps -169 bps 16.1% -88 bps -247 bps 15.9% -20 bps  -411 bps
Depreciation 1284 -6% -9% 1500 17% 21% 1790 19% 32% 2791 56% 105%
Prov for doubt debts and adv 161 20%  -199% 520 223% 167% 376 -28%  -266% 643 71% 380%
Foreign exchange (gain) / loss, net-98  -110%  -164% 1262 -1388%  -333% 590 -53% -75% -2630 -546% -365%
Operating income 17,100 -3% 12% 25,086 46.7% 41% 27,258 8.7% 51% 30,301 11.2% 2%
Operating margin (%) 12.0% -164 bps -206 bps 16.5% 458 bps 147 bps 17.7% 113 bps 309 bps 19.4% 175 bps 583 bps
Other income / (expense), net 4073 231% 192% 2946 -28% 88% 4484 52% 628% 3582 -20% 191%
PBT 21,173 12% 27% 28,032 32% 45% 31,742 13% 70% 33,883 7% 79%
Income taxes 4473 1% 91% 5751 29% 83% 6013 5% 51% 6034 0% 36%
Tax rate (%) 21.1% -238bps 70lbps 20.5% -61bps 432bps  18.9% -157 bps -233 bps 17.8% -114bps  -569 bps
Net income 16,700 15.6% 17% 22,281 33.4% 37% 25,729 15.5% 75% 27,849 8.2% 93%
Extraordinary ltem 19905

Net income after extraordinary-3,205 -122.2% -122.4% 22,281 -795.2% 37.2% 25,729 15.5% 75.0% 27,849 8.2% 92.8%

Source: Company Data, Morgan Stanley Research
Note: Adjustments related to tax review have been classified as extraordinary items
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Exhibit 8

Patni Operating Metrics

Quarter Ending Mar-05 Jun-05 Sep-05 Dec-05 Mar-06 Jun-06 Sep-06 Dec-06 Mar-07
Geography

United States 85.5% 85.3% 84.3% 84.3% 83.0% 81.0% 82.1% 77.7% 78.7%
Europe (including UK) 9.2% 9.3% 9.2% 8.8% 10.2% 11.2% 9.7% 15.1% 14.2%
Japan 3.9% 4.2% 4.5% 4.6% 4.5% 3.9% 3.8% 3.0% 3.0%
Asia Pac (ex-Japan)/ RoW 1.4% 1.3% 2.0% 2.3% 2.3% 3.9% 4.4% 4.2% 4.1%

Industry Verticals (% of Revenue)

Insurance 30.5% 28.2% 27.5% 25.4% 24.1% 23.2% 23.2% 22.5% 24.4%
Manufacturing 22.2% 22.6% 22.1% 20.9% 20.3% 21.4% 22.5% 22.2% 21.9%
Financial services 15.5% 15.3% 17.7% 15.6% 15.8% 15.5% 15.6% 14.3% 14.0%
Telecom 13.6% 14.9% 14.9% 17.4% 18.9% 20.2% 17.1% 19.4% 14.7%
Gl 6.8% 6.4% 6.1% 6.6% 6.8% 5.8% 6.9% 7.3% 8.2%
ISV Practice 5.3% 5.7% 4.7% 4.5% 4.1% 4.2% 4.0% 4.2% NA
Product Eng Practice 6.2% 6.8% 7.1% 9.7% 10.0% 9.7% 10.6% 10.2% 16.8%

Client Concentration

Million dollar clients 46 50 58 61 61 64 71 74 74
New clients 18 19 18 19 20 23 27 22 26
Active Clients 181 191 191 199 206 220 235 239 252
GE 24.9% 23.0% 23.4% 17.7% 16.5% 14.5% 14.1% 13.5% 11.1%
Top client's contribution  24.9% 23.0% 23.4% 17.7% 16.5% 14.5% 14.1% 13.5% 11.1%
Top 5 clients' contribution 50.5% 48.0% 48.7% 42.1% 39.8% 38.2% 36.9% 38.0% 35.9%
Top 10 clients' contribution 62.5% 60.4% 61.2% 56.9% 55.3% 54.1% 51.6% 52.2% 48.8%

Service Line

ADM 74.7% 72.7% 72.4% 72.8% 71.6% 71.8% 69.8% 70.1% 65.6%
Enterprise app systems  12.4% 14.0% 13.4% 12.4% 11.7% 13.6% 14.2% 13.2% 13.5%
Enterprise systems Mgt 5.1% 5.5% 5.5% 5.5% 5.2% 4.0% 4.6% 4.7% 5.6%
Embedded tech services  6.5% 6.5% 7.1% 5.5% 10.2% 9.0% 9.7% 9.1% 11.5%
Others 1.3% 1.3% 1.8% 3.8% 1.4% 1.6% 1.8% 2.8% 3.8%

Project Type

Time & Materials 59.8% 61.0% 56.6% 60.7% 62.7% 64.0% 65.1% 67.0% 67.9%
Fixed Price (including fixed
price SLA) 40.2% 39.0% 43.4% 39.3% 37.3% 36.0% 34.9% 33.0% 32.1%

Efforts by Location of delivery

Onsite efforts 37.1% 36.2% 35.0% 33.6% 33.7% 33.7% 33.9% 32.1% 31.7%
Offshore efforts 62.9% 63.8% 65.0% 66.4% 66.3% 66.3% 66.1% 67.9% 68.3%
Employees

Total staff 10426 10877 11237 11802 12148 12608 12428 12804 13096
Utilisation rate 64.7% 67.5% 67.7% 68.6% 67.8% 70.2% 72.3% 73.7% 72.8%
Attrition rate 18.3% 19.2% 18.6% 18.6% 20.3% 21.0% 24.5% 27.4% 29.1%

NA = Not Available

Source: Company Data, Morgan Stanley Research

Note: From Mar-04 onwards, the company reports number of client relationships and new client additions based on a revenue threshold from each engagement. Further, attrition rate reflects that during
the trailing 12 months instead of an annualized number.

From Mar-07 ISV Practice is merged with others
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Exhibit 9
Global Software Valuations
P/E and PEG (April 25, 2007 for Indian companies, April 24, 2007 for others)

Mkt Latest EPS (Local Curr) P/E (x) EPS Growth (%) 2-Year

Bloomberg Local Local Cap. Reported EST EST EST EST EST EST EPS
Company Code Curr. Price (US$mn) Results Actual _ (+1) (+2) _Actual  (+1) (+2) _Actual (+1) (+2) CAGR PEG
US Companies
Accenture ACN US$ 38.74 32,174 Aug-06 1.63 1.91 223 238 203 174 11% 17% 17% 17% 1.20
Amdocs DOX US$ 37.88 8,459 Sep-06 1.67 1.85 214 227 205 177 16% 11% 16% 13% 1.55
BearingPoint * BE US$ 7.42 1,496 Dec-05 0.18 0.29 0.42 408 254 179 333% 60% 42% 51% 0.50
Cognizant Solutions CTSH US$ 87.59 13,374 Dec-06 1.55 2.17 287 565 404 305 48% 40% 32% 36% 1.12
Computer Sciences * CSC Uss$ 55.36 9,589 Mar-06 3.11 3.58 409 178 155 135 19% 15% 14% 15% 1.05
EDS EDS US$ 29.35 15,303 Dec-06 0.99 1.53 168 29.6 19.2 175 65% 55% 10% 30% 0.63
Infosys - ADR INFY  US$ 53.07 29,384 Mar-06 1.10 1.64 205 480 324 259 31% 48% 25% 36% 0.89
Patni - ADR PTI  US$ 26.49 1,832 Dec-06 1.27 1.55 1.87 208 171 142 33% 22% 21% 21% 0.81
Satyam - ADR SAY US$ 25.13 8,383 Mar-06 0.75 1.05 125 336 239 201 36% 41% 19% 29% 0.81
Wipro - ADR WIT US$ 16.30 23,469 Mar-06 0.35 0.48 059 46.7 343 277 26% 36% 24% 30% 1.15
WNS WNS  US$ 27.6 1,100 Mar-06 0.47 0.68 0.92 588 40.6 30.0 NM = 45% 35% 40% 1.02
European Companies
Cap Gemini CAP  Euro 57.84 10,533 Dec-06 2.16 2.45 3.33 268 236 174 89% 13% 36% 24% 0.98
Logica PLC LOG GBp 184.75 5,674 Dec-05 8.90 10.30 1260 208 179 147 39% 16% 22% 19% 0.94
TietoEnator TIE1V _ Euro 22.46 2,402 Dec-06 1.06 1.35 146 212 16.6 154 -34% 27% 8% 17% 0.96
Indian Companies
HCL Tech HCLT INR 33235 5,273 Jun-06 11.34 15.17 18.20 293 219 183 15% 34% 20% 27% 0.82
Hexaware HEXW INR 178.85 580 Dec-06 8.99 11.09 13.72 199 16.1 130 20% 23% 24% 23% 0.69
i-flex IFLX INR 2398.55 4,788 Mar-06 28.26 37.64 50.67 849 63.7 473 7% 33% 35% 34% 1.88
Infosys - Local INFO INR 2017.90 27,611 Mar-06 45.03 66.86 8355 448 30.2 242 31% 48% 25% 36% 0.83
MindTree Consulting MTCL INR 776.65 710 Mar-06 17.35 26.85 30.31 448 289 256 210% 55% 13% 32% 0.90
MphasiS BFL Group BFL INR 31415 1,249 Mar-06 9.26 877 1330 339 358 236 16% -5% 52% 20% 181
Patni - Local PATNI INR 43215 1,466 Dec-06 25.95 31.58 38.10 16.7 13.7 113 33% 22% 21% 21% 0.65
Polaris POL INR 195.35 471 Mar-06 2.16 11.25 1420 904 174 138 -68% 421% 26% 156% 0.11
Satyam - Local SCS INR 466.45 7,633 Mar-06 15.25 21.45 2552 306 21.7 183 36% 41% 19% 29% 0.74
TCS TCS INR 1220.80 29,303 Mar-06 29.47 4222 5394 414 289 226 26% 43% 28% 35% 0.82
Tech Mahindra * TECHM INR 1500.60 4,318 Mar-06 22.63 46.90 66.51 66.3 320 22.6 125% 107% 42% 71% 0.45
Wipro - Local WPRO INR 556.00 19,635 Mar-06 14.24 19.39 24.02 39.0 287 231 26% 36% 24% 30% 0.96

E = Morgan Stanley Research Estimates except for those marked with an asterisk (*), which are the consensus estimates as provided by IBES.

NM = Not Meaningful

For Infosys, TCS, Satyam and Wipro Est (+1) and Est (+2) refer to F2007 and F2008 respectively

Notel: Estimates for Indian ADRs are Indian Rupee estimates converted to US$; For HCLT and Patni US$ estimates are converted to INR

Note 2: Morgan Stanley does not provide research coverage of the listed ADRs associated with the underlying ordinary shares listed above. As a courtesy, Morgan Stanley may include an ADR
price target or an ADR share price in US dollars in its research reports. Unless otherwise stated, any ADR price target is only a conversion calculation using the appropriate currency exchange rate
and ordinary shares versus ADR ratio. Investors should be aware that such calculations do not take into account any issues or risks associated with investing in an ADR, including but not limited to
liquidity, voting rights, dividends, volatility, and currency or exchange rate fluctuations.

Source: Bloomberg, Morgan Stanley Resear
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Morgan Stanley ModelWare is a proprietary analytic framework that helps clients
uncover value, adjusting for distortions and ambiguities created by local accounting
regulations. For example, ModelWare EPS adjusts for one-time events, capitalizes operating

O e a re leases (where their use is significant), and converts inventory from LIFO costing to a FIFO
basis. ModelWare also emphasizes the separation of operating performance of a company
from its financing for a more complete view of how a company generates earnings.

Disclosure Section

The information and opinions in this report were prepared or are disseminated by Morgan Stanley Dean Witter Asia Limited (which accepts the
responsibility for its contents) and/or Morgan Stanley Dean Witter Asia (Singapore) Pte. (Registration number 1992062982, regulated by the Monetary
Authority of Singapore, which accepts the responsibility for its contents), and/or Morgan Stanley Asia (Singapore) Securities Pte Ltd (Registration
number 200008434H, regulated by the Monetary Authority of Singapore, which accepts the responsibility for its contents), and/or Morgan Stanley
Taiwan Limited and/or Morgan Stanley & Co International Limited, Seoul Branch, and/or Morgan Stanley Dean Witter Australia Limited (A.B.N. 67 003
734 576, holder of Australian financial services license No. 233742, which accepts responsibility for its contents), and/or JM Morgan Stanley Securities
Private Limited and their affiliates (collectively, "Morgan Stanley").

Analyst Certification

The following analysts hereby certify that their views about the companies and their securities discussed in this report are accurately expressed and
that they have not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or views in this
report: Anantha Narayan.

Unless otherwise stated, the individuals listed on the cover page of this report are research analysts.

Global Research Conflict Management Policy
This research has been published in accordance with our conflict management policy, which is available at
www.morganstanley.com/institutional/research/conflictpolicies.

Important US Regulatory Disclosures on Subject Companies

The following analyst, strategist, or research associate (or a household member) owns securities in a company that he or she covers or recommends
in this report: Ashish Jain - Infosys Technologies (common stock); Anantha Narayan - Infosys Technologies (common stock), Tata Consultancy
Services (common stock). Morgan Stanley policy prohibits research analysts, strategists and research associates from investing in securities in their
sub industry as defined by the Global Industry Classification Standard ("GICS," which was developed by and is the exclusive property of MSCI and
S&P). Analysts may nevertheless own such securities to the extent acquired under a prior policy or in a merger, fund distribution or other involuntary
acquisition.

As of March 30, 2007, Morgan Stanley beneficially owned 1% or more of a class of common equity securities of the following companies covered in this
report: HCL Technologies, Hexaware Technologies Limited, Infosys Technologies, Patni Computer Systems, Satyam Computer Services, Tata
Consultancy Services.

As of March 30, 2007, Morgan Stanley held a net long or short position of US$1 million or more of the debt securities of the following issuers covered
in this report (including where guarantor of the securities): i-flex Solutions Ltd..

Within the last 12 months, Morgan Stanley managed or co-managed a public offering of securities of MindTree Consulting Limited.

Within the last 12 months, Morgan Stanley has received compensation for investment banking services from i-flex Solutions Ltd., MindTree Consulting
Limited, Patni Computer Systems, Polaris Software Lab Ltd..

In the next 3 months, Morgan Stanley expects to receive or intends to seek compensation for investment banking services from i-flex Solutions Ltd.,
Tata Consultancy Services, Wipro Ltd..

Within the last 12 months, Morgan Stanley has provided or is providing investment banking services to, or has an investment banking client
relationship with, the following companies covered in this report: i-flex Solutions Ltd., MindTree Consulting Limited, Patni Computer Systems, Polaris
Software Lab Ltd., Tata Consultancy Services, Wipro Ltd..

The research analysts, strategists, or research associates principally responsible for the preparation of this research report have received
compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors, firm revenues and
overall investment banking revenues.

Morgan Stanley & Co. Incorporated makes a market in the securities of Infosys Technologies.
Certain disclosures listed above are also for compliance with applicable regulations in non-US jurisdictions.
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STOCK RATINGS

Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. For example, Morgan
Stanley uses a relative rating system including terms such as Overweight, Equal-weight or Underweight (see definitions below). A rating system using
terms such as buy, hold and sell is not equivalent to our rating system. Investors should carefully read the definitions of all ratings used in each
research report. In addition, since the research report contains more complete information concerning the analyst's views, investors should carefully
read the entire research report and not infer its contents from the rating alone. In any case, ratings (or research) should not be used or relied upon as
investment advice. An investor's decision to buy or sell a stock should depend on individual circumstances (such as the investor's existing holdings)
and other considerations.

Global Stock Ratings Distribution
(as of March 31, 2007)

For disclosure purposes only (in accordance with NASD and NYSE requirements), we include the category headings of Buy, Hold, and Sell alongside
our ratings of Overweight, Equal-weight and Underweight. Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover.
Overweight, Equal-weight, and Underweight are not the equivalent of buy, hold, and sell but represent recommended relative weightings (see
definitions below). To satisfy regulatory requirements, we correspond Overweight, our most positive stock rating, with a buy recommendation; we
correspond Equal-weight and Underweight to hold and sell recommendations, respectively.

Coverage Universe Investment Banking Clients (IBC)
% of Total % of Rating

Stock Rating Category Count % of Total Count IBC Category
Overweight/Buy 843 38% 292 44% 35%
Equal-weight/Hold 991 45% 284 42% 28%
Underweight/Sell 364 17% 95 14% 26%
Total 2,198 671

Data include common stock and ADRs currently assigned ratings. An investor's decision to buy or sell a stock should depend on individual
circumstances (such as the investor's existing holdings) and other considerations. Investment Banking Clients are companies from whom Morgan
Stanley or an affiliate received investment banking compensation in the last 12 months.

Analyst Stock Ratings
Overweight (O or Over) - The stock's total return is expected to exceed the total return of the relevant country MSCI Index, on a risk-adjusted basis
over the next 12-18 months.

Equal-weight (E or Equal) - The stock's total return is expected to be in line with the total return of the relevant country MSCI Index, on a risk-adjusted
basis over the next 12-18 months.

Underweight (U or Under) - The stock's total return is expected to be below the total return of the relevant country MSCI Index, on a risk-adjusted basis,
over the next 12-18 months.

More volatile (V) - We estimate that this stock has more than a 25% chance of a price move (up or down) of more than 25% in a month, based on a

guantitative assessment of historical data, or in the analyst's view, it is likely to become materially more volatile over the next 1-12 months compared
with the past three years. Stocks with less than one year of trading history are automatically rated as more volatile (unless otherwise noted). We note
that securities that we do not currently consider "more volatile" can still perform in that manner.

Unless otherwise specified, the time frame for price targets included in this report is 12 to 18 months.

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be attractive vs. the
relevant broad market benchmark, as indicated below.

In-Line (I): The analyst expects the performance of his or her industry coverage universe over the next 12-18 months to be in line with the relevant
broad market benchmark, as indicated below.

Cautious (C): The analyst views the performance of his or her industry coverage universe over the next 12-18 months with caution vs. the relevant
broad market benchmark, as indicated below.

Benchmarks for each region are as follows: North America - S&P 500; Latin America - relevant MSCI country index or MSCI Latin America Index;
Europe - MSCI Europe; Japan - TOPIX; Asia - relevant MSCI country index.

Stock price charts and rating histories for companies discussed in this report are available at www.morganstanley.com/companycharts or from your
local investment representative. You may also request this information by writing to Morgan Stanley at 1585 Broadway, (Attention: Equity Research
Management), New York, NY, 10036 USA.
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Other Important Disclosures

For a discussion, if applicable, of the valuation methods used to determine the price targets included in this summary and the risks related to achieving these targets, please
refer to the latest relevant published research on these stocks. Research is available through your sales representative or on Client Link at www.morganstanley.com and
other electronic systems.

This report does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons
who receive it. The securities discussed in this report may not be suitable for all investors. Morgan Stanley recommends that investors independently evaluate particular
investments and strategies, and encourages investors to seek the advice of a financial adviser. The appropriateness of a particular investment or strategy will depend on an
investor's individual circumstances and objectives. The securities, instruments, or strategies discussed in this report may not be suitable for all investors, and certain
investors may not be eligible to purchase or participate in some or all of them.

This report is not an offer to buy or sell or the solicitation of an offer to buy or sell any security or to participate in any particular trading strategy. The "Important US
Regulatory Disclosures on Subject Companies" section lists all companies mentioned in this report where Morgan Stanley owns 1% or more of a class of common securities
of the companies. For all other companies mentioned in this report, Morgan Stanley may have an investment of less than 1% in securities or derivatives of securities of
companies mentioned in this report, and may trade them in ways different from those discussed in this report. Employees of Morgan Stanley not involved in the preparation
of this report may have investments in securities or derivatives of securities of companies mentioned in this report, and may trade them in ways different from those
discussed in this report. Derivatives may be issued by Morgan Stanley or associated persons.

Morgan Stanley and its affiliate companies do business that relates to companies covered in its research reports, including market making and specialized trading, risk
arbitrage and other proprietary trading, fund management, commercial banking, extension of credit, investment services and investment banking. Morgan Stanley sells to
and buys from customers the securities/instruments of companies covered in its research reports on a principal basis.

With the exception of information regarding Morgan Stanley, reports prepared by Morgan Stanley research personnel are based on public information. Morgan Stanley
makes every effort to use reliable, comprehensive information, but we make no representation that it is accurate or complete. We have no obligation to tell you when
opinions or information in this report change apart from when we intend to discontinue research coverage of a subject company. Facts and views presented in this report
have not been reviewed by, and may not reflect information known to, professionals in other Morgan Stanley business areas, including investment banking personnel.

Morgan Stanley research personnel conduct site visits from time to time but are prohibited from accepting payment or reimbursement by the company of travel expenses for
such visits.

The value of and income from your investments may vary because of changes in interest rates or foreign exchange rates, securities prices or market indexes, operational or
financial conditions of companies or other factors. There may be time limitations on the exercise of options or other rights in your securities transactions. Past performance
is not necessarily a guide to future performance. Estimates of future performance are based on assumptions that may not be realized. Unless otherwise stated, the cover
page provides the closing price on the primary exchange for the subject company's securities.

To our readers in Taiwan: Information on securities that trade in Taiwan is distributed by Morgan Stanley Taiwan Limited (“MSTL"). Such information is for your reference
only. The reader should independently evaluate the investment risks and is solely responsible for their investment decisions. This publication may not be distributed to the
public media or quoted or used by the public media without the express written consent of Morgan Stanley. Information on securities that do not trade in Taiwan is for
informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities. MSTL may not execute transactions for clients in
these securities.

To our readers in Hong Kong: Information is distributed in Hong Kong by and on behalf of, and is attributable to, Morgan Stanley Dean Witter Asia Limited as part of its
regulated activities in Hong Kong. If you have any queries concerning this publication, please contact our Hong Kong sales representatives.

Certain information in this report was sourced by employees of the Shanghai Representative Office of Morgan Stanley Dean Witter Asia Limited for the use of Morgan
Stanley Dean Witter Asia Limited.

This publication is disseminated in Japan by Morgan Stanley Japan Securities Co., Ltd.; in Hong Kong by Morgan Stanley Dean Witter Asia Limited (which accepts
responsibility for its contents); in Singapore by Morgan Stanley Dean Witter Asia (Singapore) Pte. (Registration number 199206298Z) and/or Morgan Stanley Asia
(Singapore) Securities Pte Ltd (Registration number 200008434H), regulated by the Monetary Authority of Singapore, which accepts responsibility for its contents; in
Australia by Morgan Stanley Dean Witter Australia Limited A.B.N. 67 003 734 576, holder of Australian financial services licence No. 233742, which accepts responsibility
for its contents; in Korea by Morgan Stanley & Co International Limited, Seoul Branch; in India by JM Morgan Stanley Securities Private Limited; in Canada by Morgan
Stanley Canada Limited, which has approved of, and has agreed to take responsibility for, the contents of this publication in Canada; in Germany by Morgan Stanley Bank
AG, Frankfurt am Main, regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin); in Spain by Morgan Stanley, S.V., S.A., a Morgan Stanley group company,
which is supervised by the Spanish Securities Markets Commission (CNMV) and states that this document has been written and distributed in accordance with the rules of
conduct applicable to financial research as established under Spanish regulations; in the United States by Morgan Stanley & Co. Incorporated, which accepts responsibility
for its contents. Morgan Stanley & Co. International plc, authorized and regulated by Financial Services Authority, disseminates in the UK research that it has prepared, and
approves solely for the purposes of section 21 of the Financial Services and Markets Act 2000, research which has been prepared by any of its affiliates. Private U.K.
investors should obtain the advice of their Morgan Stanley & Co. International plc representative about the investments concerned. In Australia, this report, and any access
to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act.

The trademarks and service marks contained herein are the property of their respective owners. Third-party data providers make no warranties or representations of any
kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data. The Global
Industry Classification Standard ("GICS") was developed by and is the exclusive property of MSCI and S&P.

Morgan Stanley has based its projections, opinions, forecasts and trading strategies regarding the MSCI Country Index Series solely on publicly available information. MSCI
has not reviewed, approved or endorsed the projections, opinions, forecasts and trading strategies contained herein. Morgan Stanley has no influence on or control over
MSCI's index compilation decisions.

This report or any portion hereof may not be reprinted, sold or redistributed without the written consent of Morgan Stanley.
Morgan Stanley research is disseminated and available primarily electronically, and, in some cases, in printed form.
Additional information on recommended securities is available on request.
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Industry Coverage:India Software

Company (Ticker) Rating (as of) Price (04/25/2007)

Anantha Narayan

HCL Technologies (HCLT.BO) E (01/30/2004) Rs332.35
Hexaware Technologies Limited O (06/22/2006) Rs178.85
(HEXT.BO)

Infosys Technologies (INFY.BO) O (04/17/2006) Rs2,017.9
MindTree Consulting Limited U-V (04/10/2007) Rs776.65
(MINT.BO)

MphasiS BFL Group (MBFL.BO) E (03/15/2004) Rs314.15
Patni Computer Systems O (08/08/2005) Rs432.15
(PTNI.BO)

Polaris Software Lab Ltd. E (02/20/2007) Rs195.35
(POLS.BO)

Satyam Computer Services O (03/18/2002) Rs466.45
(SATY.BO)

Tata Consultancy Services O (09/29/2004) Rs1,220.8
(TCS.BO)

Wipro Ltd. (WIPR.BO) E (03/22/2002) Rs556
i-flex Solutions Ltd. (IFLX.BO) E (10/31/2005) Rs2,398.55

Stock Ratings are subject to change. Please see latest research for each company.
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