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Tata Consultancy Services (TCS) 
Flawless execution, but perfectly priced 
TCS’ Q1FY13 results indicate flawless execution. The company has 
been able to report growth across most verticals in a tough 
environment. While revenue growth was in line with expectations, 
EBIDTA margins were 100bp lower than our estimates and 50bp 
lower than consensus. While revenue growth has been broad based, 
we note that one mega deal won in November 2011 (effective March 
2012) and one large telecom deal won last quarter contributed c.40% 
of incremental revenues in Q1FY13. Management commentary was 
positive indicating no change in stance v/s commentary of the past 
six months. We continue to believe that current valuation does not 
take into account client and vertical concentration risks. While we 
don’t rule out a near term churn in favour of TCS from Infosys given 
consistent underperformance by the latter, we find it increasingly 
difficult to justify TCS’ valuation. Reiterate Neutral. 

Robust commentary lends comfort on numbers 
In our recent initiation thematic, our key reason to remain Neutral on TCS was i) 
expensive valuation and two: ii) concentration risks within BFSI. While the 
valuation may remain expensive for an extended period of time given strong 
execution versus peers in a tricky environment, we don’t think the current 
valuation appropriately accounts for client and vertical concentration risks.  

1. Friend’s Life and telco deal drove Q1 growth: Over 30% of incremental 
revenues of $80m in Q1FY13 came from the Friends Life deal (which largely 
explains why BFSI still looks strong – it accounts for $25m of the $50m 
incremental revenues in BFSI), and a little over 10% came from ramp-up in 
the telecom deal won last quarter. Our concern on concentration within 
BFSI remains and the top client has added just $3m in incremental 
revenues and top 10 accounts have added only $5m. TCS will need 3.8% 
CQGR over the next three quarters to achieve 14% growth in FY13 which 
could be tall ask given its high base. 

2. Top client growth has moderated as expected: TCS saw its revenues from 
its top client grow by 2% QoQ which was on expected lines. The top client 
grew 24% CAGR in the last three years boosted by spending on IT. 
However, those investments were completed in CY11 and growth going 
forward could be muted. With five BFS clients among the top 10 
accounting for ~32-38% of BFS revenues (vs. 29-31% for Infosys), we 
believe client concentration risks are high. While peers have seen large 
scale ramp downs TCS has not. In the current environment we believe the 
possibility of such risks materializing is relatively high. 

3. Margins expansion possibility limited: Operating margins came in 100bps 
lower than expectations despite improvement in utilisation and favourable 
currency. The levers to improve margins are limited in our view. Firstly, 
price pressure will remain as Infosys has become aggressive on pricing and 
secondly, in the last two years, “other costs” have contributed to a 246 bps 
improvement in margins while all other costs have increased annually, 
which only indicates that TCS is operating at optimal margins with limited 
possibility to improve from here. 

Valuation: 18.2x P/E multiple ignores risks   
The current environment brings in significant demand volatility v/s earlier 
years. In such an environment with BFSI taking centre stage and TCS’ exposure 
to the vertical being the highest among peers, the current valuation is not 
pricing in such risks. Moreover with growth rates among the top 10 clients 
reducing, risks to growth are only incrementally higher. We expect TCS to 
record 13% USD revenue growth in FY13 and earnings CAGR of 15% over FY12 
to FY14. Stock trades at 18.2x FY13 earnings and we reiterate Neutral. 

  

Accounting & corporate governance GREEN 

Franchise Strength GREEN 

Earnings Momentum GREEN 

NEUTRAL 
 

7% downside 

Fair Value (Rs)            1,150 

 

Bloomberg Code TCS IN 

Share Price (Rs) 1,233 

Market Cap (Rs bn / $ m) $44bn/Rs2,446bn 

Free Float / FII holding 26% / 14% 

ADV (Rs m/ $m) $ 42m/Rs2.4bn 
 

 

 

Rs m (unless 
stated) March YE 2011A 2012E 2013E 2014E 

Total Income 373,246 488,938 617,111 671,912 

EBITDA 112,100 144,177 180,834 196,083 

PAT 86,296 105,471 132,464 140,454 

EPS (Rs) 44.35 54.35 67.68 71.76 

FCF  52,060 55,458 100,035 108,801 

     

X (unless stated) 2011A 2012E 2013E 2014E 

P/E  27.8 22.7 18.2 17.2 

EV/Sales 6.3 4.7 3.6 3.3 

EV/EBITDA 21.0 16.0 12.4 11.2 

EV/EBIT 22.5 17.1 13.3 12.1 

Figure 1 Historical share price performance 

Source: Bloomberg  
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Business model  

Tata Consultancy Services (TCS), started in 1968, is the largest and oldest Indian IT 
services firm with revenues of over US$10bn in FY12 and more than 238,500 employees. 
TCS offers a range of services: ADM, infrastructure management, consulting, enterprise 
solutions, testing and BPO. TCS' services customers in key verticals such as the banking, 
financial services and insurance, manufacturing, telecom, retail and distribution, energy 
and utilities, and life sciences verticals. Its main markets are the US (53% of FY10 
revenue) and Europe (27%). TCS rejigged its organisation in April 2008. The new 
structure, defines the organization into five Industry Solutions Units (ISUs) — industry 
solutions group (ISG), major markets group (MMG), new growth market group (NMG), 
strategic initiative group (SIG) and organization infrastructure group (OIG). 

The ISG unit has multiple units dedicated to all the verticals that the company has 
presence in. All the existing clients will come under this group. Each unit under this will 
be of manageable size (which the company describes as having 2,500-5,000 people). 
The major markets' unit focuses on US, UK and Europe. The unit will be responsible for 
getting prospective and new client wins. The strategic initiative unit has three important 
units. First, is the TCS financial solutions unit, second, small and medium enterprises 
business solutions and finally, a new unit for platform BPO solutions. Finally, the 
organization infrastructure group will have four units, which will look into issues like 
process excellence, shared services group and resource management group. 

Figure 2 Vertical wise revenue mix  Figure 3  Horizontal wise revenue mix Figure 4 Revenue, EBIT and PAT  
  

Source: Company, Espirito Santo Investment Bank 
research 

 Source: Company, Espirito Santo Investment Bank 
research 

Source: Company, Espirito Santo Investment Bank 
research 

Key risk and sensitivities 
Table 2      Scenario analysis 

 High case Base case Low case 

Price target  Rs.1,438 Rs.1,150 Rs. 925 

Upside/downside: 15% upside 8% downside 26% downside 

Assumptions  

• Revenue growth of 20% in next 3 
years, followed by 14% for next 5 
years and 10% for next 7 yrs 

• Margin decline of 20 bps/ yr  

• Revenue growth of 18% in next 3 
years, followed by 12% for next 5 
years and 8% for next 7 years 

• Margin decline of 40 bps each year 

• Revenue growth of 13% in next 
3 yrs, followed by 10% for next 
5 years and 6% for next 7 years 

• Margin decline of 80 bps/ yr  

Source: Espirito Santo Investment Bank research 

Change in estimates 
Our have largely retained our revenue estimates for FY13 and FY14. However, we 
have cut our EBITDA estimates by 2% for FY13 which is a rollover effect of lower 
margins in this quarter. Our EPS estimates doesn’t change significantly as the cut 
in EBITDA estimates have been offset by higher other income.  
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Table 1   TCS Fact Sheet 

 Number 

Revenue FY12 $10.2bn 

Employees 238500+ 

Revenue per employee $42,767 

Key Markets  
US 56% of sales 

Europe 25% of sales 

Asia Pacific 19% of sales 

Key Segments  

Financial Services 43% of sales 

Telecom 11% of sales 

Total Clients 1,076 
Top 10 client contrib. 27% of sales 
$100m + clients 14 

Source:  Company 

Table 3 Changes to estimates 

(Rs  m) Old New Change % 
Sales  
FY13 610,960 617,111 1% 
FY14 665,282 671,912 1% 
EBITDA    
FY13 184,830 180,834 -2% 
FY14 196,553 196,083 0% 
EPS (Rs)    
FY13 67.7 67.7 0% 
FY14 71.3 71.8 1% 
Source:  Bloomberg,  ESIB inc Execution Noble
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Valuations 
 
Figure 5 TCS’ FCFE Profile 

Source: Company, Espirito Santo Investment Bank research estimates 

Figure 6 DCF Summary  Figure 7 DCF Sensitivity 

Category Current

COE 12.5% 

Terminal Growth Rate 2.5% 

PV of growth phase 21, 059 

PV of consolidation  42,110 

PV of maturation 66,742 

PV of terminal value 93,498 

PV of FCFE 223,410 

Net Cash  

Total Equity Value 223,410 
Source: Espirito Santo Investment Bank Research estimates 

Terminal 
Growth 

WACC 

10.5% 11.5% 12.5% 13.5% 14.5% 
0.5% 1,391 1,209 1,062 941 841 
1.0% 1,426 1,235 1,081 956 852 
1.5% 1,466 1,263 1,102 971 864 
2.0% 1,510 1,294 1,125 988 876 
2.5% 1,559 1,329 1,150 1,006 890 
3.0% 1,615 1,368 1,177 1,027 905 
3.5% 1,679 1,412 1,208 1,049 921 
4.0% 1,753 1,461 1,243 1,073 939 
4.5% 1,840 1,518 1,281 1,101 959 

Source:  Espirito Santo Investment Bank Research estimates 
 
Risk to our call 

1. Growth through vendor consolidation – A gain in share though large 
vendor consolidation deals could be a risk to our estimates. However, we 
believe that with other players also becoming equally aggressive in this 
segment, this is an upside risk to every company. 
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Summary Financials (All figures in Rsmn, year ends in March)  

 
 

Valuation Metrics 2009A 2010A 2011A 2012A 2013E 2014E

Recommendation: NEUTRAL P/E 46.7 35.0 27.8 22.7 18.2 17.2
Fair Value: INR 1150 Reported P/E 46.7 35.0 27.8 22.7 18.2 17.2

EV / Sales 8.6 7.9 6.3 4.7 3.6 3.3
Share Price: 1,233 EV / EBITDA 33.3 27.2 21.0 16.0 12.4 11.2
Upside / Downside -7% EV / EBIT 36.2 29.6 22.5 17.1 13.3 12.1

FCF Yield 2.1% 2.7% 2.0% 2.3% 4.1% 4.5%
3 Month ADV ($m) 42 Dividend yield 0.6% 1.6% 1.1% 2.0% 2.2% 2.6%
Free Float 26.0%
52 Week High / Low INR 1,295 - 903

Key ratios 2009A 2010A 2011A 2012A 2013E 2014E
Bloomberg: TCS IN
Model Published On: 14 July 2012 EBITDA margin 25.8% 29.0% 30.0% 29.5% 29.3% 29.2%

EBIT margin 23.7% 26.6% 28.0% 27.6% 27.4% 27.0%
Capex / Revenue 4.0% 3.5% 4.5% 4.1% 3.5% 3.1%

Shares In Issue (mm) 1,957 Capex / Depreciation 1.92 1.45 2.23 2.21 1.86 1.42
Market Cap ($mn) 43,877 Net Debt / EBITDA -0.3 -0.5 -0.6 -0.7 -0.9 -1.1
Net Debt ($mn) -1,605 EBITDA / Net Interest 134.1 259.6 369.7 1,839.0 2,048.5 1,665.9
Enterprise Value ($mn) 42,272 ROE 33% 33% 34% 32% 36% 32%

Forthcoming Catalysts P&L Summary 2009A 2010A 2011A 2012A 2013E 2014E

Revenue 278,128 300,289 373,246 488,938 617,111 671,912
% change 21.7% 8.0% 24.3% 31.0% 26.2% 8.9%

EBITDA 71,772 87,098 112,100 144,177 180,834 196,083
Nitin Padmanabhan % change 20.8% 21.4% 28.7% 28.6% 25.4% 8.4%
(91) 22 4315 6830 % margin 25.8% 29.0% 30.0% 29.5% 29.3% 29.2%
nitin.padmanabhan@execution-noble.com Depreciation & Amortisation -5,769 -7,208 -7,626 -9,042 -11,549 -14,758

EBIT 66,003 79,890 104,474 135,135 169,285 181,325
Soumitra Chatterjee % change 23.0% 21.0% 30.8% 29.3% 25.3% 7.1%
(91) 22 4315 6829 % margin 23.7% 26.6% 28.0% 27.6% 27.4% 27.0%
soumitra.chatterjee@execution-noble.com Associates -8 -10 0 0 0 0

Operating Profit 65,995 79,880 104,474 135,135 169,285 181,325
Interest Expenses -535 -336 -303 -78 -88 -118

Shareholding Pattern Other Income -4,136 2,591 5,006 3,212 4,020 3,924
Pre Tax Profit 61,324 82,136 109,177 138,269 173,217 185,132
Income Tax Expense -9,011 -12,089 -21,624 -31,688 -39,486 -43,506
Minority Interests -605 -1,018 -1,257 -1,110 -1,267 -1,172
Net Income 51,708 69,029 86,296 105,471 132,464 140,454
Execution Net Income 51,708 69,029 86,296 105,471 132,464 140,454

Reported EPS 26.42 35.27 44.35 54.35 67.68 71.76
EPS 26.42 35.27 44.35 54.35 67.68 71.76

DPS 7 20 14 25 27 32
Payout Ratio 27.0% 57.5% 31.6% 46.0% 40.0% 44.0%

Shares In Issue (Less Treasury) 1,957 1,957 1,957 1,957 1,957 1,957

Cash Flow Summary 2009A 2010A 2011A 2012A 2013E 2014E

Revenue Breakdown EBITDA 71,772 87,098 112,100 144,177 180,834 196,083
Taxes Paid -9,011 -12,089 -21,624 -31,688 -39,486 -43,506
Interest Paid / Received -4,672 2,256 4,703 3,134 3,932 3,807
Change in Working Capital -29,303 -23,869 -25,711 -29,343 40,970 -21,368
Associate & Minority Dividends 0 0 0 0 0 0
Other Operating Cash Flow 25,439 21,562 -430 -10,840 -64,694 -5,214
Operating cash flow 54,226 74,958 69,038 75,440 121,556 129,801
Capital Expenditure -11,088 -10,448 -16,977 -19,982 -21,521 -21,000
Free Cash Flow 43,138 64,510 52,060 55,458 100,035 108,801
Acquisitions & Disposals -24,453 -129 0 0 0 0
Dividends Paid To Shareholders -16,061 -19,584 -45,646 -38,670 -61,472 -66,157
Equity Raised / Bought Back 39 54 0 0 0 0
Other Financing Cash Flow 424 -48,042 -1,585 -12,029 -8,099 4,042
Net Cash Flow 3,088 -3,191 4,829 4,759 30,464 46,687

Balance Sheet Summary 2009A 2010A 2011A 2012A 2013E 2014E
Margin Trends

Cash & Equivalents 30,697 48,048 65,792 100,675 168,095 214,782
Tangible Fixed Assets 37,495 41,706 52,340 64,548 78,347 87,772
Goodwill & Intangibles 34,146 32,415 32,455 34,929 35,373 35,373
Investment in Equity Investee 14 17 0 0 0 0
Other Assets 124,507 152,359 182,021 211,838 240,693 292,406
Total Assets 226,858 274,546 332,608 411,990 522,508 630,333
Interest Bearing Debt 6,913 2,418 2,540 1,266 2,102 2,102
Other Liabilities 59,302 57,689 72,014 79,215 151,251 183,619
Total Liabilities 66,214 60,106 74,555 80,481 153,353 185,721
Shareholders' Equity 157,545 210,384 253,389 326,233 363,651 439,308
Minority Interests 3,098 4,056 4,663 5,276 5,506 5,506
Total Equity 160,644 214,439 258,053 331,509 369,157 444,814

Net Debt -23,784 -45,631 -63,251 -99,410 -165,993 -212,680

TCS

Promoter
74%
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14%

DII
7%
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US
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This report was prepared by Espírito Santo Investment Bank Research, a global brand name for the equity research teams of Banco Espírito Santo de Investimento, S.A., with 
headquarter in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES Securities do Brasil, S.A – Corretora de Câmbio e Valores Mobiliários, in Brazil, and Execution 
Noble Limited, in the United Kingdom, all authorized to engage in securities activities according to each domestic legislation. All of these entities are included within the perimeter of the 
Financial Group controlled by Espírito Santo Financial Group S.A. (“Banco Espírito Santo Group”). 

Analyst Certification 

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst covered in this 
report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers; the issuers were not previously informed about the content of the 
recommendation included in this research report and the assumptions were not validated by the issuers; (2) no part of his or her compensation is directly or indirectly related to: (a) the 
specific recommendations or views expressed by that research analyst in the research report; and/or (b) any services provided or to be provided by Banco Espírito Santo de 
Investimento, S.A. and/or by any of its affiliates to the issuer of the securities under recommendation. Moreover, each of the analysts hereby certifies that he or she has no economic or 
financial interest whatsoever in the companies subject to his or her opinion and does not own or trade any securities issued by the latter. 

Ratings Distribution 

Espirito Santo Investment Bank Research hereby provides the distribution of the equity research ratings in relation to the total Issuers covered and to the investment banking 
clients as of end of June 2012. 

Explanation of Rating System  Ratings Distribution 

12-MONTH RATING DEFINITION 

BUY Analyst expects at least 10% upside potential to fair 
value, which should be realized in the next 12 months 

NEUTRAL Analyst expects upside/downside potential of between 
+10% and -10% to fair value, which should be realized in 
the next 12 months 

SELL Analyst expects at least 10% downside potential to fair 
value, which should be realized in the next 12 months 

 As at end  June 2012  Total ESIB Research  Total Investment Banking Clients 
(IBC) 

Recommendation  Count % of Total  Count % of IBC % of Total 

12 Month Rating:        

Buy  232 48.0%  29 67.4% 6.0% 

Neutral  172 35.6%  8 18.6% 1.7% 

Sell  72 14.9%  2 4.7% 0.4% 

Restricted  5 1.0%  4 9.3% 0.8% 

Under Review  0 0.0%  0 0.0% 0.0% 

TRADING RATING DEFINITION 

TRADING BUY Analyst expects a positive short-term movement in the 
share price (max duration 2 months from the time Trading 
Buy is announced) and may move out of line with the fair
value estimate during that period 

TRADING 
SELL 

Analyst expects a negative short-term movement in the 
share price (max duration 2 months from time Trading 
Sell is announced) and may move out of line with the fair 
value estimate during that period 

 

 Trading Rating:        

Trading Buy  0 0.0%  0 0.0% 0.0% 

Trading Sell  2 0.4%  0 0.0% 0.0% 

        

Total recommendations  483 100%  43 100% 8.9% 
 

For further information on Rating System please see “Definitions and distribution of ratings” on: http://www.espiritosantoib-research.com. 

Share Prices 

Share prices are as at the close of business on the day preceding publication, unless otherwise specified. 

Coverage Policy  

Espírito Santo Investment Bank Research reserves the right to choose the securities it expresses opinions on. The main criteria to choose such securities are: 1) markets in which they 
trade 2) market capitalisation 3) liquidity, 4) sector suitability. Espírito Santo Investment Bank Research has no specific policy regarding the frequency in which opinions and investment 
recommendations are released. 

Representation to Investors 

Espírito Santo Investment Bank Research has issued this report for information purposes only. This material constitutes "investment research" for the purposes of the Markets in Financial 
Instruments Directive and as such contains an objective or independent explanation of the matters contained in the material.  

Any recommendations contained in this document must not be relied upon as investment advice based on the recipient's personal circumstances.. This report is not, and should not be 
construed as an offer or a solicitation to buy or sell any securities or related financial instruments. The investment discussed or recommended in this report may be unsuitable for 
investors depending on their specific investment objectives and financial position. The material in this research report is general information intended for recipients who understand the 
risks associated with investment. It does not take account of whether an investment, course of action, or associated risks are suitable for the recipient. This research report does not 
purport to be comprehensive or to contain all the information on which a prospective investor may need in order to make an investment decision and the recipient of this report must 
make its own independent assessment and decisions regarding any securities or financial instruments mentioned herein. In the event that further clarification is required on the words or 
phrases used in this material, the recipient is strongly recommended to seek independent legal or financial advice. Where an investment is denominated in a currency other than the 
investor’s currency, changes in rates of exchange may have an adverse effect on the value, price of, or income derived from the investment. Past performance is not necessarily a guide 
to future performance. Income from investments may fluctuate. The price or value of the investments to which this report relates, either directly or indirectly, may fall or rise against the 
interest of investors. Any recommendation and opinion contained in this report may become outdated as a consequence of changes in the environment in which the issuer of the 
securities under analysis operates, in addition to changes in the estimates and forecasts, assumptions and valuation methodology used herein. The securities mentioned in this 
publication may not be eligible for sale in some states or countries. 

All the information contained herein is based upon information available to the public and has been obtained from sources believed to be reliable. However, Espírito Santo Investment 
Bank Research does not guarantee the accuracy or completeness of the information contained in this report. The opinions expressed herein are Espírito Santo Investment Bank Research 
present opinions only, and are subject to change without prior notice. Espírito Santo Investment Bank Research is not under any obligation to update or keep current the information and 
the opinions expressed herein nor to provide the recipient with access to any additional information.  

Espírito Santo Investment Bank Research has not entered into any agreement with the issuer relating to production of this report. Espírito Santo Investment Bank Research does not 
accept any form of liability for losses or damages which may arise from the use of this report or its contents.  

Ownership and Material Conflicts of Interest  

Banco Espírito Santo de Investimento, S.A. and/or its Affiliates (including all entities within Espírito Santo Investment Bank Research) and/or their directors, officers and employees, may 
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indirect qualified shareholding (4.8%) in Banco Espírito Santo, S.A. and has a direct qualified shareholding (20%) in BES Investimento do Brasil, S.A., the parent company of BES 
Securities do Brasil S.A. CCVM. 

BES Securities do Brasil S.A. CCVM does not hold a direct or indirect stake in the capital of the company (companies) that are subject of analysis(es)/recommendation(s) in this report, 
but the Banco Espírito Santo Group within which it is inserted, holds, directly and in some cases indirectly, 1% or more of the equity securities of the following companies: Cia. Providência 
Indústria e Comércio, Bradesco and Vila Velha S/A and its associated company UNIPAR. With the exception of the companies mentioned before, BES Securities do Brasil S.A. CCVM 
does not hold direct or indirect stakes in the capital of the other companies that are subject of analysis(es)/recommendations in this report, and it was not involved in the acquisition, 
alienation and intermediation of securities issued by these companies in the market. Pursuant to Polish Ministry of Finance regulations we inform that Banco Espírito Santo Group 
companies and/or Banco Espírito Santo de Investimento, SA Branch in Poland do not have a qualified shareholding in the Polish Securities Issuers mentioned in this report higher than 
5% of its total share capital. 

Mr. Ricardo Espírito Santo Silva Salgado, the CEO of Banco Espírito Santo, S.A. and Chairman of Banco Espírito Santo de Investimento, S.A., is a board member of Bradesco since June 
2003. The Chief Executive Officer of Banco Espírito Santo de Investimento, S.A., Mr. José Maria Ricciardi, is a member of EDP’s General and Supervisory Board. Mr. Rafael Valverde, a 
member of the board of Banco Espírito Santo de Investimento, S.A., is a non-executive board member of EDP Renováveis. Mr. Ricardo Abecassis Espírito Santo Silva, a member of the 
board of Banco Espírito Santo de Investimento, S.A., is a board member of Brazil Hospitality Group. Mr. Antônio Bornia, the Vice-Chairman of Bradesco, is a board member of Banco 
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Espírito Santo, S.A. since 2010. 

Banco Espírito Santo de Investimento, S.A and/or its subsidiaries are liquidity providers for Novabase and Altri. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated, as a syndicate member in share offerings of Brisa, Banca Civica, Sonae Sierra Brasil, 
S.A (a subsidiary of Sonae SGPS), EDP Energias do Brasil, and JBS, Autometal, Inpar, Lopes, PDG Realty, Tecnisa, BR Properties, Even, Sonae, Direcional, Brasil Brokers, Hypermarcas, 
Estácio, Banco do Brasil, Brasil Insurance, Brazil Hospitality Group, Ecorodovias, Fibria Celulose, Julio Simões, Magnesita, Magazine Luiza, Mils, Minerva, Multiplus, OSX Brasil, Petrobras, 
HRT Petróleo, Queiroz Galvão, CAB, Fleury, Droga Raia, Arezzo, BR Malls, Kroton Unit, Gerdau, Metal Gerdau, Brazil Pharma, QGEP Part, Suzano Papel e Celulose, Unipar and HRTP and 
Burford Capital, IQE plc. and ACM Shipping Plc, and Kredyt Inkaso, Giełda Papierów Wartościowych S.A. (the Warsaw Stock Exchange S.A.) and Bank Gospodarki Żywnościowej S.A., in 
the last 12 months. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries participate or have participated, as a syndicate member in the bond issues of the following companies: Abengoa, EDP, 
Portugal Telecom, Semapa and ZON Multimédia, JHSF, Cemig, Eletrobras, ABC Brasil, Bradesco, Oi, Panamericano, Pine, Julio Simões and Sabesp, and Kredyt Inkaso, in the last 12 
months. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries provided investment banking services to the following companies: Abertis, Acciona, ACS, Altri, Banca Civica, BBVA, 
Brisa, Dinamia, EDP, EDP Energias do Brasil, EDP Renováveis, Endesa, Ferrovial, Ibersol, Inditex, Jerónimo Martins, Martifer, Mota-Engil, Portugal Telecom, REN, Rovi, Sacyr Vallehermoso, 
Semapa, Sonaecom, Sonae SGPS, Teixeira Duarte and ZON Multimédia, and Budimex SA, Grupa Lotos S.A., PKO and Kredyt Inkaso, and Ambev, JBS, Embraer, Autometal, PDG Realty, 
Tecnisa, BR Properties, Even, Sonae, Brasil Brokers, Brazil Hospitality Group, Hypermarcas, Cemig, Copel, Eletrobras, ABC Brasil, Bradesco, Banco do Brasil, Panamericano, Pine, 
Ecorodovias, Fibria Celulose, OHL, Gerdau, Braskem, Oi, Petrobras, Suzano Papel e Celulose, Unipar, HRT Petróleo, Fleury, Tim, Droga Raia, Arezzo, BR Malls, Kroton Unit, Metal Gerdau, 
Brazil Pharma and ACM Shipping, AGA Rangemaster Group, Burford Capital, Caledonian Trust, Forum Energy, GlobeOp Financial Services, Impax Asset Management Group, 
ImmuPharma, India Hospitality Corp., IPSA, IQE, The Local Shopping REIT Plc, Palmaris Capital, Novae Group Plc, Shaftesbury Plc., SVG Capital, Ted Baker Workspace Group Plc and 
Flybe Group Plc, in the last 12 months. 

Banco Espírito Santo Group has been a partner to Mota-Engil in the infrastructure business in Portugal and other countries. Mota-Engil and Banco Espírito Santo Group, through ES 
Concessões, S.G.P.S., S.A., have created a joint holding company – Ascendi – for all stakes in transportation infrastructure concessions, in Portugal and abroad. Banco Espírito Santo de 
Investimento, S.A. provided, or continues to provide, investment banking services to Ascendi. 

Banco Espírito Santo de Investimento, S.A. and/or its subsidiaries do and seek to provide investment banking or other services to the companies referred to in this research report. As a 
result, investors should be aware that a conflict of interest may exist.  

Market Making UK 

Execution Noble Limited is a Market Maker in companies covered and may sell to or buy from customers as principal in certain financial instruments listed or admitted to listing on the 
London Stock Exchange. For information on Companies to which Execution Noble Limited is a Market Maker please see “UK Market Making” on http://www.espiritosantoib-
research.com. 

Confidentiality 

This report cannot be reproduced, in whole or in part, in any form or by any means, without Espírito Santo Investment Bank Research’s specific written authorization. This report is 
confidential and is intended solely for the designated addressee. Therefore any disclosure, replication, distribution or any action taken in reliance on it, is prohibited and unlawful. Receipt 
and/or review of this research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this 
report (including any investment recommendations, estimates or price targets without first obtaining express permission from an authorized officer of Banco Espírito Santo de 
Investimento, S.A.  

Regulatory Authorities 

For information on the identity of the Regulatory Authorities that supervise the entities included within Espírito Santo Investment Bank Research please see  

http://www.espiritosantoib-research.com. 

IMPORTANT DISCLOSURES FOR U.S. PERSONS 

This report was prepared by Espírito Santo Investment Bank Research, a global brand name for the equity research teams of Banco Espírito Santo de Investimento, S.A., with 
headquarter in Lisbon, Portugal, of its Branches in Spain and Poland and of its affiliates BES Securities do Brasil, S.A – Corretora de Câmbio e Valores Mobiliários, in Brazil, and Execution 
Noble Limited, in the United Kingdom, all authorized to engage in securities activities according to each domestic legislation. Neither Banco Espírito Santo de Investimento, S.A. nor 
these affiliates are registered as a broker-dealer in the United States and therefore, is not subject to U.S. rules regarding the preparation of research reports and the independence of 
research analysts. This report is provided for distribution to U.S. institutional investors in reliance upon the exemption from registration provided by Rule 15a-6 of the U.S. Securities 
Exchange Act of 1934, as amended. 

This report is confidential and not intended for distribution to, or use by, persons other than the addressee and its employees, agents and advisors.  

E.S. Financial Services, Inc. is the U.S. distributor of this report.  E.S. Financial Services, Inc. accepts responsibility for the contents of this report, subject to the terms set out below, to the 
extent that it is delivered to a U.S. person other than a major U.S. institutional investor. Any U.S. person receiving this report and wishing to effect securities transactions in any security 
discussed in the report should do so only through E.S. Financial Services, Inc. 

Contact Information 

Garreth Hodgson Senior Managing Director /Head of Sales (212) 351-6054 ghodgson@esinvestment.com 

Eva Gendell Vice President (212) 351-6058 egendell@esinvestment.com 

Joseph Mcglone Vice President (212) 351-6061 jmcglone@esinvestment.com 

Joy Bejasa Vice President (212) 351-6055 jbejasa@esinvestment.com 

Lisa Gottardo Executive Director (212) 351-6060 lgottardo@esinvestment.com 

Mike Maione Executive Director (212) 351-6067 mmaione@esinvestment.com 

Mike Williams Vice President (212) 351-6052 mwilliams@esinvestment.com 

Pedro Marques Vice President (212) 351-6051 pmarques@esinvestment.com 

Poorva Upadhyaya Assistant Vice President (212) 351-6056 pupadhyaya@esinvestment.com 

E.S. Financial Services, Inc.  
New York Branch  
340 Madison Avenue, 12th Floor  
New York, N.Y. 10173  

Each analyst whose name appears in this report certifies the following, with respect to each security or issuer that the analyst covers in this report: (1) that all of the views expressed in 
this report accurately reflect the personal views of the analyst about those securities and issuers; and (2) that no part of the compensation of the analyst was, is, or will be, directly or 
indirectly, related to the specific recommendations or views expressed by the analyst in this report. 

The analysts whose names appear in this report are not registered or qualified as research analysts with the Financial Industry Regulatory Authority ("FINRA") and may not be associated 
persons of E.S. Financial Services, Inc. and therefore may not be subject to the applicable restrictions under FINRA Rules on communications with a subject company, public 
appearances and trading securities held by a research analyst account. 

Ownership and Material Conflicts of Interest 

Banco Espírito Santo de Investimento, S.A. and/or its Affiliates and/or their directors, officers and employees, may have, or have had, interests or qualified holdings on issuers mentioned 
in this report. Banco Espírito Santo de Investimento, S.A. and/or its Affiliates may have, or have had, business relationships with the companies mentioned in this report.  

For a complete list of the covered Issuers in which Banco Espírito Santo de Investimento, S.A. or its Affiliates hold stakes in excess of 1% and for information on possible material conflicts 
of interest arising from investment banking activities please see “Important disclosures for US persons” on http://www.espiritosantoib-research.com. 

Receipt of Compensation  

For information on Receipt of Compensation from subject Issuers please see “Important disclosures for US persons” on http://www.espiritosantoib-research.com. 

Representation to Investors 
Espírito Santo Investment Bank Research has issued this report for information purposes only. All the information contained therein is based upon information available to the public and 
has been obtained from sources believed to be reliable. However, Espírito Santo Investment Bank Research does not guarantee the accuracy or completeness of the information 
contained in this report. The opinions expressed herein are our present opinions only, and are subject to change without prior notice. Espírito Santo Investment Bank Research is not 
under any obligation to update or keep current the information and the opinions expressed herein. This report is not, and should not be construed as an offer or a solicitation to buy or 
sell any securities or related financial instruments. The investment discussed or recommended in this report may be unsuitable for investors depending on their specific investment 
objectives and financial position. Where an investment is denominated in a currency other than the investor’s currency, changes in rates of exchange may have an adverse effect on the 
value, price of, or income derived from the investment. Past performance is not necessarily a guide to future performance. Income from investments may fluctuate. The price or value of 
the investments to which this report relates, either directly or indirectly, may fall or rise against the interest of investors. Any recommendation and opinion contained in this report may 
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become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes in the estimates and forecasts, 
assumptions and valuation methodology used herein. The securities mentioned in this publication may not be eligible for sale in some states or countries. Espírito Santo Investment Bank 
Research does not accept any form of liability for losses or damages which may arise from the use of this report. Please note that investing in any non-U.S. securities or related financial 
instruments discussed in this research report may present certain risks. The securities of non-U.S. issuers may not be registered with the U.S. Securities and Exchange Commission or 
subject to regulation in the United States. Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and 
reporting standards and regulatory requirements comparable to those in the United States. 
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