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Company Brief ! HEADLINES

Set up in 1981, Infosys is an India- e Infosys pIan‘s to derive ? third each 9f its revenues each from
based global IT Services Company transformation, outsourcing or operations and new engagement
that offers end-to-end business models. Geo targets remains 40% each from US (currently at 68%)
solutions that leverage technology and Europe (currently at 22%) and 20% from the rest-of-the-world.

across the software life cycle. FY10 e Building local teams in geos, increasing revenue share from APAC
revenues were at ¥227.42 bn with markets including India, strengthening the consulting arm, investing
113,500+ employees. Key markets in people training and scouting for acquisitions are its key strategies
SR L S e AT to achieve profitable business expansion.

e Infosys states that growth is back, pricing environment is stable and
discretionary work is picking up. However, while bottom up
Volatility Average demand is strong, the weak macro environment in US and EU limits

Key Statistics

P/E (on EPS 2011E) 24.05x any price rise, with clients focusing on short term ROl projects.

ROE (5 year Average) 36%

No. of Shares (mn) 571.1 e The company is seeing rising demand from the important banking,

Institutional Holding 34.9% financial services, and insurance vertical, which was up 8.8% in the

Current Price % 2708.9 June quarter. 13 of the 32 new accounts opened in the latest

EPS (2010A) 3108.88 quarter were from financial services companies.

EPS (2011E) I112.61

DPS (2010A) 3 25.11 [ INVESTMENT RATIONALE

Market Cap (bn) 31546.93

Avg. Daily Volume 1,095,282 e Over the past few quarters, clients had tended to concentrate on

52 Week H-L 32912-2122 cost reduction initiatives, but of recent there has been an increased
interest in more strategic initiatives. Some U.S. customers have

Growth Rate for Infosys started to position themselves for increasing demand, which is a

positive. Our revenue growth estimate for FY11 is 9.6%.

e A stronger rupee relative to the U.S. dollar, salary hikes, increased
Sales % : . attrition, and pricing pressures are likely to squeeze operating
EPS % 5.1 : : margins in FY1l. However, we expect these pressures will be
Dividend % 6.4  29.5 somewhat mitigated by improved productivity measures.

e Our 12-mon price target is based on a peer average P/E multiple of

PERFORMANCE (B-mon) EMARKETNSECTOR BSTOCK 23.7x 12-month forward EPS estimate of ¥127.31. Risks to our
recommendation include increased competition in IT services,
/q/‘w 10% resulting in pricing pressures that could erode profit margins; IT
NWV\ 'N,"N, Py a budget-cuts by key clients, higher costs for hiring and training

N / VN 5% . ; . . .
,M;MJ\,—'K\"W\[V\L V’,."kur/m",‘ U employees and the failure of the company's higher-margin services.
; AV ° s of the date of writing this report, the stock was trending below

u mf’\ 0% As of the date of h he stock ding bel
\ 5% its 50-day simple moving average. The sector index and stock were
. lagging the broader market index over the previous month
2010 APR MAY JUN UL AUG significantly and are likely to continue to under-perform in the

short-term. We have a ADD rating on the stock presently.

Analyst has no holdings in this stock. Please read rating guidelines and important disclosures at the end of this document. °
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COMPANY OVERVIEW

For FY09-10, Infosys was India’s second largest global IT services
company by market cap with its service offerings spanning across
business and technology consulting, application services, systems
integration, product engineering, custom software development,
maintenance, re-engineering, independent testing and validation, IT
infrastructure management and business process outsourcing. The
company claims to be deriving 97% of its revenues from existing clients.

Besides its global delivery capabilities, Infosys remains committed to
building expertise on emerging trends and technologies. The Finacle
product suite — Infy’s core banking solution is trusted by over 130 banks
across 65 countries and addresses world-wide banking needs such as
core banking, wealth management, Customer Relationship
Management (CRM), Islamic banking and treasury requirements of
retail, corporate and universal banking.

With the competition heating up both at home and globally, the
company is also adopting new engagement models based on value-
based pricing that ensures the maximum return on investments and
increased productivity for its clients. The Infosys brand continues to be
strong and increasingly recognized worldwide.

INDUSTRY LANDSCAPE

By various estimates the total global IT services market was worth over
USS 800 billion in 2008 and is estimated to grow at a CAGR of 3.8% over
the next 5 years, with the BPO and hosting infrastructure services being
the leading growth drivers at CAGRs of 6% and 12% respectively.

While the trend to outsource work to high-skill, low-labour-cost
countries like India is likely to sustain, companies operating in India will,
besides the threat from other low-cost countries, face increasing
challenge from their global peers who now have their operational
centres in India as well, accessing the same talent pool, thus leading to
an increase in the demand and hence the cost of educated work force.
The challenge is however likely to become a constraint only in the longer
term, with any near-term pressures on the operating margins being
overcome by enhancing operational efficiencies.

As the industry goes through a phase of consolidation with modest core
growth-prospects in the near term, larger players with strong cash flows
(as are common in this sector) will continue to look at inorganic growth
through pertinent acquisitions for service diversification and economical
broadening of the talent pool. Infosys BPO (erstwhile Progeon) is an
example of such acquisition activity accomplished successfully by Infosys
to add business process management to its set of service offerings.
Similarly, HCL Technologies and Wipro Technologies acquired Axon and
Infocrossing respectively to expand their capabilities in the Enterprise
Solutions, Infrastructure Management & BPO domains.

Please read important disclosures at the end of this document.
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Corporate Information

Investor Contact - India
Shekar Narayanan
+91 804116 7744

Investor Contact - US
Sandeep Mahindroo
+1 646 254 3133

Corporate Headquarters
Plot No. 44 & 97A
Electronics City,

Hosur Road

Bangalore — 560 100

Phone
+91 80 2852 0261

Fax
+91 80 2852 0362

Website

www.infosys.com

Key Officers
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COMPANY FINANCIALS AND KEY RATIOS
Data as of March 31 each year. Currency - INR 2006 2007 2008 2009 2010
Revenue (Sales) 9,521 13,893 16,692 21,693 22,742
PBIDT (EBIDT) 3,091 4,391 5,238 7,195 7,861
Depreciation 437 514 598 761 905
PBIT (EBIT or Operating Profit) 2,654 3,877 4,640 6,434 6,956
Net Interest & Other Income 138 370 704 473 943
PBT (Pre-tax Income) 2,792 4,247 5,344 6,907 7,899
Provision for Tax 313 386 685 919 1,681
PAT (Net Income) 2,479 3,861 4,659 5,988 6,218
Total Dividend (excluding Dividend Tax) 1,238 649 1,902 1,345 1,434
No. of Shares (basic) 27.30 55.68 57.14 57.24 57.04
No. of Shares (diluted) 28.08 56.93 57.33 57.34 57.11
Fixed Assets 1,655 2,806 3,453 4,677 4,946
Other Non-Current Assets 67 92 119 163 436
Cash & Bank Balances 3,429 5,834 6,950 9,695 10,556
Other Current Assets 4,229 4,677 7,464 7,628 11,798
Total Assets 9,380 13,409 17,986 22,163 27,736
Shareholder's Equity / Net Worth 6,966 11,255 13,795 18,254 23,049
Long-Term Debt
Other Non-Current Liabilities 68 4 0 37 232
Short-Term Debt
Other Current Liabilities 2,346 2,150 4,191 3,872 4,455
Total Equity & Liabilities 9,380 13,409 17,986 22,163 27,736
Earnings per share (EPS) 88.28 67.82 81.27 104.43 108.88
Dividend per share 44.09 11.40 33.18 23.46 25.11
Book Value (BV) 255 202 241 319 404
Price (End of Year, NSE Value) 2,981.4 2,018.7 1,439.9 1,323.9 2,616.0
Operating Margin 27.9% 27.9% 27.8% 29.7% 30.6%
Return on Assets (ROA) 30.7% 33.9% 29.7% 29.8% 24.9%
Return on Equity (ROE) 40.7% 42.4% 37.2% 37.4% 30.1%
Return on Capital Employed (ROCE) 39.7% 37.7% 38.7% 37.8% 33.9%
Current Ratio 3.26 4.89 3.44 4.47 5.02
Dividend Payout Ratio 49.9% 16.8% 40.8% 22.5% 23.1%
Price to Earnings Multiple, P/E * 33.8 29.8 17.7 12.7 24.0
Price to Book Value, P/BV * 11.7 10.0 6.0 4.2 6.5
Dividend Yield* 1.48% 0.56% 2.30% 1.77% 0.96%
Enterprise Value Multiple, EV / EBIDTA * 25.75 24.84 14.42 9.21 17.22
*based on year-end Price 2006 2007 2008 2009 2010
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VALUATION ESTIMATES

Currency = INR 2011E

Sales (in Crores) 9,521 13,893 16,692 21,693 22,742 24,928 28,146 33,723
Sales Growth (YoY) 33.5% 45.9% 20.1% 30.0% 4.8% 9.6% 12.9% 19.8%
Net Income (In Crores) 2,479 3,861 4,659 5,988 6,218 6,855 7,853 9,375
% Net Income of Revenue 26.0% 27.8% 27.9% 27.6% 27.3% 27.5% 27.9% 27.8%
Earnings per Share (EPS) 88.28 67.82 81.27 104.43 108.88 120.04 137.50 164.16
EPS Growth (YoY) 31.8% -23.2% 19.8% 28.5% 4.3% 10.2% 14.6% 19.4%
Dividend per Share 44.09 11.40 33.18 23.46 25.11 26.44 31.38 44.75
Payout Ratio 49.9% 16.8% 40.8% 22.5% 23.1% 22.0% 22.8% 27.3%
P/E 33.77 29.76 17.72 12.68 24.03 21.73 24.12 26.07

PEER GROUP ANALYSIS

Currency: INR (except CTS)

Stock (52 Week H / L)*

Mkt Cap
(Crores)

Yield

Recent

Price

APrice
Change

#NI /
Emp”

Operating

Margin®

Payout
Ratio”

% Insti.
Owners

TCS (883/519) 167,489 0.70 1.15% 856 62.4% 455 27.1% 23.27 321 38.1% 13.6%
Infosys Tech (2911/2122) 154,693 0.51 0.90% 2709 27.1% 543 30.1% 2482 109.2 23.0% 34.9%
Wipro Limited (452/321) 97,119 0.88 0.90% 397 17.3% 453 20.5% 19.59  20.2 17.8% 4.1%
CTS (63.9/33.8) ** 1,763 1.12 NA 58.6 68.0% 7.7 18.8% 29.65 231 NA 94.8%
HCL Tech (448/280) 27,324 0.88 0.98% 403 34.5% = 12.7% 21.13 3.7 20.8% 23.6%

ATTM; *BSE Data; **Nasdaq Data, Currency: USD; #Net Income Per Employee (in Thousands); NA - Not Applicable

5-YEAR AVERAGES

Stock

Sales
Growth

EPS

Growth

Dividend
Growth

Dividend

Yield

Operating

Margin

Tata Consultancy Svcs. Ltd. 23.1% 25.8% 37.3% 1.46% 24.7% 31.1% 41.7% 43.7%
Infosys Technologies Limited 26.1% 26.8% 34.2% 1.08% 29.1% 28.9% 35.9% 36.1%
Wipro Limited 27.4% 22.2% 19.1% 1.08% 19.4% 17.9% 24.9% 31.6%
Cognizant Technology Solutions 41.1% 38.3% NA NA 18.5% 20.5% 25.0% 25.3%
HCL Technologies Limited 28.8% 13.3% - - 16.6% 13.2% 19.3% 21.8%

RECENT NEWS HEADLINES

e Infosys plans to set up two more software centres In Bangalore. — 3 June, 2010

o Simplex Grinnell selects Infosys’ Supply Chain Visibility and Collaboration Product Suite — 25 May, 2010
e Infosys enters NASDAQ-OMX. — 24 May, 2010

e Infosys bags US$150 million (3 year) order from Microsoft for IT infra and App support — 15 April, 2010
e Infosys launches Finacle Treasury in a box framework for integrated treasury system — 11 Mar, 2010

o Infosys gets contract from Elan Pharmaceuticals to set up research information system — 1 Feb 2010

e Infosys partners with Aircel for Mobile Application Store — 5 Jan 2010
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INVESTMENT RATING GUIDELINES

INVESTMENT RATING ~ ESTIMATED 12-MONTH  ESTIMATED 12-MONTH RECOMMENDED DECISION FOR

/ RECOMMENDATION  STOCK PRICE CHANGE SECTOR OUTLOOK Current Stockholder New Investor
BUY Appreciate over 20% Out-perform Take Major Position  Definitely Buy
ADD Appreciate over 10% Market-perform / Out-perform Buy More OR Stay Put Buy
HOLD Appreciate over 0% Market-perform / Out-perform Stay Put / Watch Don't Buy
REDUCE Depreciate upto -5% Market-perform Sell Some & Watch Closely Don't Buy
SELL Depreciate over -5% Market-perform / Under-perform Sell All / Close Position Don't Buy

In order for a stock to achieve the investment rating stated in the first column of the table above, both of the corresponding criteria
mentioned in the second and third columns must be met. Stock price change-specific considerations are with respect to company-centric
analysis and comparison with other investment-option peers within the same sector. The Industry Sector Outlook determines separately
whether the prospects for the sector are at the very least likely to be better, in-line or worse than those for the broader markets. In India, BSE
Sensex, NSE Nifty and other participating sectoral and category indices at these exchanges serve as relevant benchmarks for comparison.

IMPORTANT DISCLAIMERS & DISCLOSURES

This document has been prepared by Pinnacle Research & Investment Services (PRiS). PRiS provides independent research and investment
advisory services on an "As Is" basis. The service / document are not an offer to buy or sell or the solicitation of an offer to buy or sell any
security/instrument or to participate in any particular trading strategy. PRiS disclaims any warranty of any kind, imputed by the laws of any
jurisdiction, whether express or implied, as to any matter whatsoever relating to the Services, including without limitation the implied
warranties of merchantability, fitness for a particular purpose. The data and information contained herein is from company reports and other
public data available online and/or print, or other sources believed to be reliable, but we do not certify that it is accurate and/or complete and
it should not be relied on as such. The user assumes the entire risk of any use made of this information and the Services. This Service is
provided for assistance only and the views expressed in this document may not be suitable for all investors, and certain investors may not be
eligible to purchase or participate in some or all of it. Investors / decision makers should consider this document as only a single factor in
framing their opinion or decision making.

The information given in this document is as of the date of this report and there can be no assurance that future results or events will be
consistent with this information. This information is subject to change without any prior notice. PRiS reserves the right to make modifications
and alterations to this statement as may be required from time to time. However, PRiS is under no obligation to update or keep the
information current. Nevertheless, PRiS is committed to providing independent and transparent recommendation to its clients and would be
happy to provide any information in response to specific client queries. PRiS shall not be in any way responsible for any loss or damage that
may arise to any entity or individual, including a customer, from any inadvertent error in the information contained in this document. The user
of this document should make such investigation as they deem necessary to arrive at an independent evaluation of an investment in the
securities of companies referred to herein. Past performance is neither a guarantee of nor necessarily a guide to future performance.

Presently PRiS does not do, and does not seek to do business with the companies covered by its research. PRiS does not hold any
shares/debentures/FDs of the company/companies mentioned in this document. However, PRiS may have recommended the securities and/or
the investment strategies discussed in this document to some of its clients. PRiS employees, including the authors / analysts of PRiS documents
may at times have independent holdings/stakes or other interests in the companies discussed / recommended. They may, from time to time,
have long or short positions in, and buy or sell the securities thereof, of company/companies mentioned herein and may thereby have a
potential conflict of interest with respect to any recommendation and related information and opinions. PRiS clarifies the state of
corresponding analysts” holdings in the stocks discussed in the document at the bottom of the first page of PRiS documents as either “Analyst
has no holdings in this stock” or “Analyst has holdings in this stock”. This clarification would read “Analyst has no holdings in this stock” only
when none of the analysts involved in the creation of the document have any holdings in the stock.

This document is strictly confidential and is being furnished to you solely for your information. This information should not be reproduced or
redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in part, for any purpose. This
document is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which
would subject PRiS to any registration or licensing requirements within such jurisdiction. The distribution of this document in certain
jurisdictions may be restricted by law, and persons in whose possession this document comes, should inform themselves about and observe,
any such restrictions.
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