Share Data

Market Cap Rs. 61.1 bn
Price Rs. 476.65
BSE Sensex 16,998.78
Reuters PTNI.BO
Bloomberg PATNI IN
Avg. Volume (52 Week) 0.2 mn
52-Week High/Low Rs. 522.70 /1 94
Shares Outstanding 128.1 mn
Valuation Ratios

Year to 31 December 2009E 2010E

EPS (Rs.) 39.5 42.1
EPS Growth (%) 22.6% 6.4%
PER (x) 12.8x 12.0x
EV/ Sales (x) 1.8x 1.7x
EV/ EBITDA (x) 9.6x 8.4x
Shareholding Pattern (%)

Promoters 48
Flls 10
Institutions 7
Public & Others 35
Holding >1% (Non-Promoter)

FID Funds Mauritius Ltd 25
General Atlantic Mauritius Ltd 21
Life Insurance Corporation of India 11
HDFC Trustee Comp. Tax Saver Funt 1.0
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Patni Computer Systems Sell

Recent stock rally restricts upside potential

Patni Computer (Patni)’'s net sales stood at USD 167.2 mn in Q3'09 was
ahead of its guidance of USD 163-165 mn. Net sales grew 3.3% qoq
primarily due to volume growth of 3% and favourable currency movement of
0.3%. EBITDA margin declined 73 bps goqg but improved 35 bps yoy to 20%,
owing to improved utilization and operational efficiencies. We have upgraded
our revenue growth for CY09 and CY10, on expectation of improvement in
demand from IT and ITES sectors. Consequently we have raised our target
price from Rs. 370 to Rs. 400. However, the stock has rocketed more than
175% in the last two quarters, hence, we maintain our Sell rating.

Upgrade revenue growth estimate for CY09 and CY10:  As the Company
garners more than 90% of its revenue from the US and UK markets, we have
upwardly revised our revenue growth for CY09 and CY10 by 190 bps and
560 bps to 1.1% and 9.4%, respectively, given the improvement in demand
outlook in these regions in the last few months. Besides, the Company’s
focus on micro-verticals, strengthening of management team and expansion
of geographical footprint is showing early signs of success in its order
pipeline. Additionally, the Company is also targeting acquisition in South-
Asian market to reduce its dependence on the US market. Patni has cash
reserve of nearly USD 306 mn to fund such acquisitions.

Expensive valuation: During the last six months the stock has rallied more
than 175% whereas during the same period the BSE IT index has rose

nearly 65%. Moreover, the stock at the CMP is trading at P/E of 15x, which is

30% discount to the IT sector’'s P/E of 22x. However, historically Patni trades

550 at more than 50% discount to the sector's P/E, hence we believe that the
450 . .
350 | stock is expensive at the CMP.
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EBITDA 1,572 1,614 1,601 1.8% (0.8%) 3,962 4,294 8.4%
PATNI Rebased BSE Index Net Profit 1,802 1,360 1,686 (6.5%) 24.0% 3,795 3,811 0.4%
Margins(%)
EBITDA 19.6% 20.7% 20.0% 175% 18.2%
NPM 225% 17.4% 21.0% 95.8%  88.7%
Per Share Data (Rs.)
EPS 13.2 105 128 (3.1%) 22.3% 27.5 29.3 6.3%

Please see the end of the report for disclaimer and disclosures.
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Result Highlights

Patni's revenue grew 3.3% sequentially to USD 167.2 mn, from USD 161.9
mn in the preceding quarter. Revenue growth was primarily driven by volume
growth of 3% and currency impacts of 0.3%. In rupee terms revenue
advanced 2.8% qoq to Rs. 8 bn.

EBITDA margin declined 73 bps goq, but increased 35 bps yoy to 20%. The
jump in EBITDA margin was on account of higher utilization and impact of

cost rationalization measures.

Other Key highlights of the quarter:

« On operating expenses, sales and marketing expenses were higher
at 8.5% sequentially, due to higher investments made during the
quarter in regional expansion.

e G&A expenses were higher at 10.8% sequentially, marginally
because of stock-based compensation increase during the quarter
as the Company has added management team and aligned
management incentives overall.

< The Company has successfully improved its utilization to 77% in
Q3'09 from 74.4% in Q2'09 due to the overall rationalization of
people supply chain.

e During the quarter, the Forex loss was USD 2.3 mn on account of
mark to market forex contracts, revaluation of debtors and tax
liabilities as against a loss of USD 4.1 mn in the previous quarter.

e The average realization for the quarter was Rs. 46.49 against

average rupee cost rate of Rs. 48.4.

Company Guidance
For Q4'10, the Company has guided revenues in the range of USD 168 to
USD 169 mn reflecting a marginal sequential increase of 1% on lower

capacity due to lower number of working days during the last quarter.
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Key Figures

Year to December CY06 Cyo7 CY08 CYO9E CYI10E CAGR (%)
(Figures in Rs. mn, except per share data) (CYO08-10E)
Net Sales 26,080 26,911 31,173 31,739 34,586 5.3%
EBITDA 5,193 5,286 4,701 6,068 6,963 21.7%
Net Profit 2,150 4,836 4,380 5,102 5,431 11.3%

Margins(%)
EBITDA 19.9% 19.6% 15.1% 19.1% 20.1%
NPM 8.2% 18.0% 14.1% 16.1% 15.7%

Per Share Data (Rs.)

EPS 155 34.5 32.3 39.5 42.1 14.2%
PER (x) 27.0x 9.6x 15.7x 12.8x 12.0x
Valuation

At the CMP the stock trades at a forward P/E of 12.8x and 12x for CY09 and
CY10. Our DCF valuation (assuming a WACC of 15.7%, Rf of 7.76%, and
terminal growth of 5%) gives a fair value of Rs. 400, which provides a
downside of 16.2% over the CMP. Therefore we maintain our Sell rating on
the stock.

Sensitivity of Our Fair Value Estimates:

Cost of Capital (%)
15.2 15.7
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Key Risks
The following factors can pose a risk to our rating:
* Inflow of large deals

* Favourable movement in currencies

Please see the end of the report for disclaimer and disclosures. -3-
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Disclaimer

This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced or
redistributed to any other person or person(s) in any form. No action is solicited on the basis of the contents of this report.

This material is for the general information of the authorized recipient, and we are not soliciting any action based upon it.
This report is not to be considered as an offer to sell or the solicitation of an offer to buy any stock or derivative in any
jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Indiabulls
Securities Limited. It does not constitute a personal recommendation or take into account the particular investment
objectives, financial situations, or needs of individual clients. You are advised to independently evaluate the investments
and strategies discussed herein and also seek the advice of your financial adviser.

Past performance is not a guide for future performance. The value of, and income from investments may vary because of
changes in the macro and micro economic conditions. Past performance is not necessarily a guide to future performance.

This report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and
it should not be relied upon as such. Any opinions expressed here in reflect judgments at this date and are subject to
change without notice. Indiabulls Securities Limited (ISL) and any/all of its group companies or directors or employees
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or
information in this report change. In addition, ISL has no obligation to continue to publish reports on all the stocks currently
under its coverage or to notify you in the event it terminates its coverage. Neither Indiabulls Securities Limited nor any of its
affiliates, associates, directors or employees shall in any way be responsible for any loss or damage that may arise to any
person from any error in the information contained in this report.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views
about the subject stock and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report. No part of this material may be duplicated in any form and/or
redistributed without Indiabulls Securities Limited prior written consent.

The information given herein should be treated as only factor, while making investment decision. The report does not
provide individually tailor-made investment advice. Indiabulls Securities Limited recommends that investors independently
evaluate particular investments and strategies, and encourages investors to seek the advice of a financial adviser. Indiabulls
Securities Limited shall not be responsible for any transaction conducted based on the information given in this report, which
is in violation of rules and regulations of National Stock Exchange or Bombay Stock Exchange.

Indiabulls (H.O.), Plot No- 448-451, Udyog Vihar, Phase - V, Gurgaon - 122 001, Haryana. Ph: (0124) 3989555, 3989666 -4-



