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Company Introduction

Cognizant is a leading provider in the IT services business, and differentiates itself through its ‘on-site/offshore’ model.
The company had revenues of $1.4 Billion dollars in FY2006, and EPS of $1.65. Over the past & years, the company has
grown EPS at 53.6% per year, and analysts are expecting the company to grow at a rate of 33.3% for the next 5 years.

Products and Services

Cognizant operates in the IT Consulting and Technology Services business. Currently the demand for outsourcing
setvices has been red hot as of late, with mare and more companies farming out services to Indian and Chinese based
companies, primarily due to the highly educated, but low wage-earning workers there. Cognizant benefits from this global
trend of outsourcing by providing those services fo customers. However, Cognizant strives 1o differentiate itself as more
of a value-added partner and seeks to provide solutions fo complex projects such as IT Program Development, using its
mulfi-tiered model.

The company’s operational model is centered around the large scale operations in India and China, with regional centers
being in much closer proximity to the customer (Le. Chicago, Toronto, Pheonix). The rationale is that the regional centers
are on-call 24 hours a day for the client in case of IT ‘emergencies’ and are able to handle smaller projects requested by
the client. For larger projects, say a system migration from one ERP to another, the regional center works directly with the
client o determine the needs, objectives, and final deliverables desired and outsources the work back to the teams in
India and China.

Cognizant's husiness model | feel is best of breed in the IT Services industry. The cusiomer's originally come to
Cognizant looking for cost reduction through the outsourcing model, but the hope is that they will continue fo the be a
long-term partner with Cognizant due to their value-adding activities and innovation.

Analysts and Estimates:

Yahoo Finance: EPS growth of 33.34% for the next 5 years, which was relatively consistent with other analyst reports |
saw. Currently analyst's have been relatively neutral over the past quarter. Three of past four analyst opinion changes
have been negative, with the last upgrade/downgrade occurring in Aprit of 2007,

My SSG Judgements:

Front of SSG

Foliowed the Preferred Procedures, selecting revenue growth of 32% which is slightly conservative, and | used the net
profit margin of 16.3%. Uitimately | arrived at sales growth of 32% and EPS growth of 33.3%

Back of SSG

Selected a high PE of 34, which is the lowest, high PE for a given year that the stock has ever traded at.
Selected a low PE using Alt M, which is the average of the middle 5 low PE's, which came to 17.3.
Changed the estimated low earnings per share to the most current 4 quarters, or 1.73

Selected the forecast low price of 29.9

Conclusion:
After all is said and done, the stock has an upside/downside ratio of 2.8, making it a hold at the current price.
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Note: Results are expressed as a simpée rate; use the table below to convert to 2 compound rate.
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Cognizant Technology was formed as an in-| 1997 | 199 2060 1 2 02 | 2003 ;2004 2005 | 2006 | 2007 12008 | ©VALUELNEPUB, INCI 10-12
house information technology unit st Dun &1 32| 53 80 123| 53| 87 286 435 632| 998 14451 19.20 |Selespersh 33.45
Bradstreet and came public through an inl-! 03| 08| 3] 20 26| 36) 551 8| 125 183 270) 345 |“CashFlow” persh 580
fial public offering of 35 million shares of] 1| 6| 46| 45| 8| 2% 44¢ 70| 05| 155 220 200 [Eamingspersh A 500
Class A stock i June, 1898 at $.84 a share, -- - -- .- - - - .- -- -~ Ni#P Nl |Div'ds Decl'd persh NI
of which 30 millign were sold by Cognizant 04 03 05 A0 RE] ki) 23 35 51 74 I8 .80 |Cap'l Spenting per sh 1.00
Technology and Smilon by the parentoom-{ 041 301 41| 5o 45| 1351 2331 336 5100 753 10755 1465 |Book Value persh 2.8
pany. The stock frades on the NASDAQ un- ""7E00 | 10050 | 11004 | 751.3% [ 116.13 | 122.50 | 128.67 | 13493 | 140.17 | 14251 | 144.00 | 146.00 |Common Shs Dulstg ® | 150.00
der the symbol CTSH. {Share data is spit w2481 B10| GaA| 3331 | 3067 45| 95| 433 | 425 | Boldfgiresare |V ARNI PIE RaWD 300
adjusted.) <~ 12 AT 341 A0 671 467] 2000 231 230| Veleltho |Rejative PIE Ratio 200
CAPITAL STRUCTURE ap of 12/34/08 ot DAt el Wit Rt IOt WAt et Mot Mo Avg Ad') Biv'd Yield Nit
2471 586 889 70| 1778 22097 3682 | 5867 | D58 14243 2080 | 2800 |Sales {$mi) 5020
Total Debt None 14.4% | 10.0% : 26.5% | 22.4% | 236% | 23.2% 1229% |22.0% | 225% | 20.6% | 21.5% | 21.5% |Operating Margin 20%
14 22 3.0 45 64 18] 18| 1641 214 342 00| 450 |Depreciation {$mill) 2.0
14 60F 112 47| 2341 3631 504 [ 10021 15381 23281 346 | 450 [Net Profit (Smill} 800
Leases, Uncapitalized: Annual rentals $24.7 il | 27.0% | 37A4% | 374% | 374% § 37.4% | 22.6% | 200% | 97.9% | 17.0% | 162% | 18.0% | 16.5% |Income Tax Rate 220%
Ho Defined Pension Benefit Plan A.2% | 10.3% § 12.6% | 12.8% § 13.2% | 16.8% | 16.4% | 47.4% | 174% | 16.3% | 16.3% | 76.1% Net Profit Margin 15.9%
S| 2041 4291 6157 956 ) 1343 | 2156 | 3389 | 5096 V0.9 1150 1640 {Working Capl {Smill} 2800
Pid Stack None <l b e b e e el e D M| N {LongTerm Debtisminy | My
Common Stock 142,684,891 shs. 39| 328 455) 661 98| 1655 | 2741 | 45395 | Tda | t0r35 ] 1545 | 2140 |She Bquity S 4320
as of 218/07 2B.1% | 18.5% | 247% | 26.7% § 25.0% | 20.9% | 20.0% | 224% | 21.6% | 21.7% | 220% | 21.0% |Retarn on Total Capl 18.5%
267% | 18.5% [ 24.7% | 26.7% § 237% | 29.9% | 24.0% | 22.9% | 215% | 21.7% ; 22.0% | 21.0% \Return on Shr. Egulty 18.5%
MARKET CAP: $11.2 bilfion {Large Cap) 3645 | AB5% | 24 T% | 26.7% | 2B.1% | 210 | 21.7% | 024% | 21.5% | H.7% | 22.0% | 24.0% |Retained to Com Eg 16.5%
CURsIﬁL!f POSITION 2004 2005 42131706 wa - . . . va - .u . v N Nit | Al Div'ds to Net Prof Nit
Cash Assets 3148 4240 B48.2 | BUSINESS: Copnizant Technology Soltfons Corp. provides full ife  management teams In conjunction with development certers lo-
ﬁﬁ%ﬁ?'ﬁ 96_"f 154_'9 259_'2_ cydle solutions to complex software development and maintenance  cated primarlly in india. Has about 38,800 empioyees. FMR Corp.
Othar 428  B54 1330 | problems that companies face as they transition to e-business. owns 12.7% of common stock; officers & directors awn 1.8% (4/06
Current Assets ABA0 8634 70404 | 2006 revenue brezkdown by segment fnanchel related services, proxy) President & CEQ: Frandsco D'Souza, Incorporated: Dela-
Accls Payable 112 164  27.8 | 46%; healthcare sernvices, 23%; retsilimanufacturingllogistics, 16%;  ware. Address: 500 Glenpointe Centre West, Teaneck, NJ 07666,
Debt Due -- -~ -~ | other, 14%. Services are provided by on-site technical and account  Tefephone: 201-804-0233. infemet: wwaw.cognizant.com.
Other 1039 1374 _221.7 -
Current Liab, “fi51 1538 o4 | Cognizant Technology continues to pacity for more than 30,000 new employ-
ANNUAL RATES Past Past Eetdoaus| PrOgress at a solid pace. Share earnings ees. These investments will probably be
oFchangepereh} 0¥, 5Ym.  totiq2 | i the first quarter leaped 56% from a year made in special economic zones where the
Sales A5.0% 420%  32.0% earlier, to $0.50. These steller gains were company is expected to receive substantial
“Cash Flow" 53.0% 47.0% 305% | driven by a 61% jump in the top line, as tax benefits. Also, we anticipate greater
Farmings 630% S0.0% S18% | the company strengthened its position in geographic expansion in the years ahead,
Book Vaiue -- B40% 345% | the retail, healthcare and financial mar- especially since Cognizant recently opened
oy GUARTERLY SALES (§ mil} e kets, among others. In particular, demand its first development center in South
endar |Mar31 Jun,30 Sep, 30 Bee, 31 \':ar remains healthy for Cognizant’s ERP America,
008 | 1108 187 iBEA ivsE| Esb /CRM, comiplex system development, test- The company's finances are secure. As
35 | 1817 2117 2955 2568| gesg ing, high-end vertical BPO, and IT man- of the end of 2006, Cognizant had over
3006 | 2855 3350 3776 4244 14229 @gement solutions. Meanwhile, geographic $600 million in cash assets and no debt.
2007 | 4803 405 535 5897 280 | growth remained strong, with an 84% rise Furthemore, it is generating solid cash
2008 | 620 680 720 gop | 2800 | i European revenues leading the way. flow that should not only help it to develop
Cal- EARNINGS PER SHARE A o Growth grospects for the coming year more service offerings but also make addi-
endar |Mar31 Jun. 30 Sap, 30 Dec,31| Year | AT bright. Cognizant recently announced tional acquisitions i the United States,
T T 7 1 o 0 that it.expects headcount to increase by FEurope, and India. Overall, we think that
205 | o2 95 28 4p | 15| 42% this year, compared to ils previous es- engoing expansion efforts will be the cata-
2008 | 92 37 49 48 | 155| timate of 44%. The news caused the stock lyst for the annual bottom-line advances
2087 | 50 52 58 82 | 220| to sell off a bit, but we believe the reaction that we foresee over the 3- to 5-year haul.
2008 | 64 69 74 .84 | 290 was overblown. Indeed, we think this re- Although these shares have pulled
cat GUARTERLY DIVIDENGS PAD Full duction is more likely a way to offset the back since our February report, they
endar |Mar3d Jun30 Sep3d Deest| Year | Margin impact from an appreciating In- are ranked favorably for year-ahead
2003 dian rupee than a reflection of lowered price performance. at said, appreci-
2004 NO CASH DIVIDENDS demand for the company's services. In ad- ation potential over the 2010-2012 pull is
2005 SEING PAID dition, Cognizant plans to spend approxi- also appealing, but the equitys higher-
3005 mately $200 million in India through 2008 than-average volatility should be noted.
2007 to expand its infrastructure and create ca- Randy Shrikishun May 25, 2007

fA) Diluted, Excludes non-recurring impaiment | {B) In millions, adjusted for stock splits.

oss on vestment: '01, $0.02. Excfuties non-
recurting galni{less): '62, ($0.08); '03, {$0.03);
05 $0.08, Next eamings report in late July.
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