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Company Overview:

Infosys Technologies Limited (headquartered in Bangalore, India) engages in the design
and delivery of information technology (IT) enabled business solutions. It provides
various services, including consulting, design, custom application development, software
reengineering, maintenance and production support, systems integration, package
evaluation and implementation, testing services, operations and business process
consulting, engineering services, and infrastructure management services.

The company also offers software products to the banking industry. Infosys, through its
subsidiary, Progeon, provides business process management services, such as offsite
customer relationship management, finance and accounting, and administration and sales
order processing. It serves clients in financial services, manufacturing,
telecommunications, retail, utilities, logistics, and other industries in North America,
Europe, and the Asia-Pacific region.

They have over 72,000 employees worldwide. Infosys was incorporated in 1981 and in a
scant 26 years has grown into a $2 billion dollar global IT Solutions Company, with a
market capitalization of over $21 billion.

Quote from their 10K “It took us 23 years to reach the revenue milestone of one billion
dollars. The next billion dollars took us only 23 months to achieve.”

Over the last year Infosys achieved growth in revenues of 33.5% and 30.9% growth in
earnings. They also added 144 clients in the last fiscal year with nine of their clients
contributing over $50 million each in annual revenue. The total client base is around
460. They derived 95.0% of their revenues from repeat business (i.e. a customer who
also contributed to revenues during the prior fiscal year).

Infosys is also debt free.
Financial Highlights:

Q4 2007 net profit jumped 70.4% Q/Q, net profit rose to $259 million in the January-
March quarter compared with $152 million in the same period a year ago.

Q4 2007 Revenues rose 46% to $863 million, which translates into $3.1 billion in sales
for FY2007 (April to March).



Fiscal 2008 Outlook:

Infosys expects to surpass $4 billion in sales for FY2008. Despite concerns of an
economic slowdown in the US, which accounts for about 2/3 of sales, Infosys is
forecasting about 28-30% sales growth and 25.7%-27.7& EPS growth. Management sees
no let up in the favorable demand outlook.

Analyst Opinions:

e Wachovia: “We continue to believe investors need to be an owner of this market
leading provider to the rapid growth, multi-year offshore based I'T/BPO services
market.” They also expect that Infosys will continue to grow revenue at around
30%.

e Prudential Equity Group: “We believe INFY deserves a premium valuation due to
its strong demand for its services and solid control of its workforce.” Prudential
is forecasting revenue growth at 25%-30%.

e Value line is also rather upbeat with this stock. They are forecasting revenue
growth at 25%. “We think that the major segments of outsourcing in the coming
years will be software development, engineering design, network management,
and customer service.”

Competitors:

All of the competitors listed below are Indian competitors.
Satyam

Tata Consultancy Services

Wipro Technologies

Potential Risks:

Wage Inflation

Attrition- competitors stealing your good workers. Employee market.
Labor Pool-potential labor shortage in future.

Currency Fluctuations

Pricing

IT Budgets- dependent on IT Budgets of US and European companies.
Security Breaches

Judgments:
For EPS and Sales growth estimates, [ used 25%. In looking at Infosy’s own estimates as

well as the analyst opinions, 25% seems to be the accepted minimum growth rate for the
time being. I am not comfortable going higher than this number, just because it’s a big



growth rate to begin with. I capped the high P/E at 30 and low P/E at 25. Again, the high
P/E is low compared to historical P/E’s, but those historical P/E’s are high in my opinion
and remind me of the tech crash a few years back and this gives me pause... I also used
the forecast low price of $24.80. This gives us an upside/downside ratio of 1.4:1. Not
even close to our buy range. Could we get this stock into the buy range? Sure we could,
but I stuck with the more conservative route, since this is an ADR (currency fluctuations),
in the IT industry (outsource IT no less), and in a developing country (see risks above).
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(A) Fiscal year ends March 31st.
mid-April.

(C) In millions, adjusted for stock splits.
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(D) Dividends typically paid in the second and
(B) Diluted earnings. Next earnings report due | fourth quarters of the calender year.

Company’s Financial Strength A
Stock’s Price Stability 30
Price Growth Persistence 55
Earnings Predictability 95

To subscribe call 1-800-833-0046.
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1 VISUAL ANALYSIS of Sales, Earnings and Price INFY

200 FY 2006 Q4 (Ended 3/31/2007) 7 7,688.9
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(1) Historical Sales Growth 51.0 % (3) Historical Earnings Per Share Growth 53.8 %

(2) Estimated Future Sales Growth 20.0 9% (4) Estimated Future Earnings Per Share Growth 20.0 9,
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2 EVALUATING MANAGEMENT Company INFOSYS TECHNOLOGIES LTD (INFY) 05/04/07
LAST 5 TREND
1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 YEAR AVG. 0P DOWN
A ot e e | 19.2/|18.5|37.937.4 | 36.2 | 31.4 [ 30.2 | 30.8 | 29.3 | 30.3 30.4 EVEN
% Earned on Equity
B (oo oy, 32.5|13.6 34.6 | 45.5|38.6 | 31.1 | 28.3/32.8|29.9 —__ | 30.5 NMF
3 PRICE-EARNINGS HISTORY as an indicator of the future
This shows how stock prices have fluctuated with earnings and dividends. It is a building block for translating earnings into future stock prices.
PRESENT PRICE 54.180  HIGH THIS YEAR 61.250 LOW THIS YEAR 31.960
C D E F G H
Year PRICE Earrgings Price Earnings Ratio Dividend % Payout % High Yield
er P
HiGH Low Shore TGH Tow shore | FrOX100 | F+BX100
1 2002 21.7 11.6 0.37 59.1 31.6 0.064 17.4 0.6
2 2003 25.6 9.6 0.51 50.5 18.9 0.079 15.6 0.8
3 2004 39.2 17.1 0.76 51.6 22.5 0.370 48.7 2.2
4 2005 41.7 28.1 1.00 41.9 28.2 0.146 14.7 0.5
5 2006 61.3 32.0 1.50 40.9 21.3 0.530 35.3 1.7
6| TOTAL 98.4 244.0 122.5 131.7
7| AVERAGE 19.7 48.8 24.5 26.3
8| AVERAGE PRICE EARNINGS RATIO 36.6 ‘ 9 ‘ CURRENT PRICE EARNINGS RATIO 36.4
“ Proj. P/E [30.30] Based on Next 4 gtr. EPS [1.79] Current P/E Based on Last 4 gqtr. EPS [1.49
EVALUATING RISK and REWARD over the next 5 years PEG=15
Assuming one recession and one business boom every 5 years, calculations are made of how high and how low the stock might sell. The upside-downside ratio is the key to evaluating risk and reward.
A HIGH PRICE -- NEXT 5 YEARS
Avg. High P/E 30.0  xEstimate High Earnings/Share 3.73 = Forecast High Price $ 111.9
(3D7 as adj.) (4AT)
B LOW PRICE -- NEXT 5 YEARS
(a) Avg. Low P/E 21.0 X Estimated Low Earnings/Share 1.49 =3 31.3
(3E7 as adj.)
(b) Avg. Low Price of Last 5 Years = 19.7
(3B7)
(c) Recent Severe Market Low Price = 28.1
(d) Price Dividend Will Support Present Divd. = 0.530 = 24.5
High Yield (H) 0.022
Selected Estimate Low Price =3 31.3
(@B1)
C ZONING
111.9 High Forecast Price Minus 31.3 Low Forecast Price Equals 80.6 Range. 1/3 of Range = 20.2
(4AT) @BT) (C) (4CD)
(4c2) Lower 3= (4B1) 31.3 to 51.5 (Buy) Note: Ranges changed to 25%/50%/25%
(4c3) Middle 1/3 = 51.5 to 91.7 (Maybe)
(4c4) Upper 1/3 = 91.7 to 111.9 A1) (Sell)
Present Market Price of 54.180 is in the HOISC ) Range
5
D UP-SIDE DOWN-SIDE RATIO (Potential Gain vs. Risk of Loss)
High Price (4a1)y 111.9 Minus Present Price 54.180
- 57.7 - 2.5 To 1
Present Price 54.180 Minus Low Price  (4B1) 31.3 22.9 (4D)
E PRICE TARGET (Note: This shows the potential market price appreciation over the next five years in simple interest terms.)
High Price (4A1) 111.9
=( 2.065 ) X100= ( 206.5 ) -100 = 106.5 % Appreciation
Present Market Price 54.180 (4E)

Relative Value: 99.5% Proj. Relative Value: 82.8%
5 5-YEAR POTENTIAL This combines price appreciation with dividend yield to get an estimate of total return. It provides a standard for comparing income and growth stocks.
Note: Results are expressed as a simple rate; use the table below to convert to a compound rate.
A Present Full Year's Dividend $ 0.530
- - 0.010 - 1.0 ) o .
Present Price of Stock $ 54.180 - v-7=F 0 X100 - Present Yield or % Returned on Purchase Price
B AVERAGE YIELD OVER NEXT 5 YEARS
Avg. Earnings Per Share Next 5 Years 2.59 X Avg. % Payout  (3g7) 26.3 - 68.1 _ 1.3 %
Present Price $ 54.180 ©8)
C ESTIMATED AVERAGE ANNUAL RETURN OVER NEXT FIVE YEARS
o . 4 106.5 P.A.R. Tot. Ret.
5 Year Appreciation Potential (4E) . X
21.3 Average Yield 1.0% 0.9%
Average Yield (s8) _ _ _ _ _ _ _ _ _ _ _ _ ____ __. 1.3 ° Annual Appreciation 11.9% 15.6%
. % - -
Average Total Annual Return Over the Next 5 Years (50) W ” % Compd Ann Rate of Ret 12.9% 16.5%
== b
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