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Positive Catalysts Ahead: Re-iterate Buy 2

B [n-lineresults, Robust Guidance

Infosys results were in-line with our estimates. As expected, its FY 06 revenue and
earnings growth outlook of 28-30% in US$terms (adjusted for ESOP expensing
charge) indicates robust growth environment. We see pricing increase of 1.3%
onsite and 1% offshore as one of the key positives in the 4QFY 05.

B KeyLeversfor upsidein FY06

The following are catalysts in FY06: (a) Earnings upside from pricing increase is
yet to be factored in, though trend has clearly begun, (b) The June quarter
expectation is low and hence, easy to beat, (c) Potential Large deal closures in
pipeline could enhance visibility, (d) Salary increasesin FY 06 at 14-15% offshore,
atad lower than in FY 05 (15-17%).

B Maintain Estimates

We have factored the above in our forecasts and hence, maintain our estimates
(10% above guidance). Based on above mentioned catalysts, investor expectations
is quite low after results, thus lowering the valuation risk on the company. Hence,
we would be buyersin apotentia correction after results.

B Valuation: Re-iterate Buy 2

Our pricetarget of Rs2600 is based on medium-term growth rate of 19%, terminal
growth of 3% and WACC of 13%. This implies a FY07 P/E multiple of 21.1x
based on our estimates.

Highlights (Rs m) 03/03 03/04 03/05E 03/06E 03/07E
Revenues 36,400 48,530 72,531 99,318 133,931
EBIT 10,793 13,575 20,932 28,456 37,756
Net income (UBS) 9,660 12,523 18,570 25,365 33,323
EPS (UBS, Rs) 36.51 47.33 69.44 94.86 124.61
Net DPS (UBS, Rs) 6.75 32.38 50.00 60.00 60.00
Profitability & Valuation 5-yr hist. av. 03/04 03/05E 03/06E 03/07E
EBIT margin % 32.2 28.0 28.9 28.7 28.2
ROIC (EBIT) % 85.8 127.0 269.4 232.8 2111
EV/EBITDA x 35.2 16.9 23.1 17.0 125
PE (UBS) x 415 22.6 30.3 22.2 16.9
Net dividend yield % 0.3 3.0 24 29 29

Source: Company accounts, Thomson Financial, UBS estimates. UBS EPS is stated before goodwill, exceptionals and other special items.
Valuations: based on an average share price that year, (E): based on a share price of Rs2,102.30 on 13 Apr 2005 21:11 HKT
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Trading data (local/US$)

52-wk. range Rs2,264.20-1,131.76/US$77.22-36.23

Market cap. Rs562bn/US$12.2bn
Shares o/s 267m (ORD)/178m (ADR)
ADR ratio 1ADR :10RD
Free float 74%
Avg. daily volume ('000) 2717
Avg. daily value (Rsm) 573.9/0.4
Balance sheet data 03/05E

Shareholders' equity Rs38.2bn

P/BV (UBS) 14.7x

Net cash (debt) Rs25.0bn
Forecast returns

Forecast price appreciation +23.7%
Forecast dividend yield 2.9%
Forecast stock return +26.6%

Market return assumption 10.7%

Forecast excess return +15.9%
EPS (UBS, Rs)
03/05E 03/04
UBS Cons. Actual
QlE 14.54 58.16 10.61
Q2E 16.34 16.71 11.45
Q3E 18.50 18.50 12.50
Q4E 19.38 - 12.76
03/05E  69.44 69.08
03/06E  94.86 92.86
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UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that the firm may
have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making
their investment decision. Customers of UBS in the United States can receive independent, third-party research on the company or
companies covered in this report, at no cost to them, where such research is available. Customers can access this independent research at
www.ubs.com/independentresearch or may call +1 877-208-5700 to request a copy of this research.
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Infosys released its 4QFY05 earnings today. While results and its FY06
guidance were in-line with our expectations, its 1QFY 06 guidance was muted.
On the back of our analysis, we re-iterate Buy 2 rating on the stock.

Following are the key take-aways of our analysis.

Results Versus Estimates

Infosys reported revenues of Rs19873.2mn, up 6% g-o-q, EBITDA margins
improved by 60 bps, while pre-exceptional net profits grew to Rs5135 mn, up
3.2% g-0-g. There was exceptional other income of Rs 452 m due to sale of
Y antra. Its results were in line with our estimates.

= Revenue growth comprised of onsite pricing increase of 1.3% ¢-0-g and
offshore pricing increase of 0.9% g-o0-q and volume increase of 7% g-0-q.

= Infosys had net employee adds of 1521 and gross client adds of 37. We note
that its client adds were amongst the highest over the past few quarters.

= Progeon added 544 people in the quarter and now has 3966 people.

= Capacity Utilisation (including trainees) increased to 73.2% from 71.4% a
guarter ago. However capacity utilization (excluding trainees) was down at
76.6% from 79.3% in 3QFY 05.

= Receivables were at 61 days. Cash balances stood at Rs 15.75 hbillion.

FYO6 Guidance highlights robust demand environment

Infosys guided for revenue and earnings growth of 28-30% in US$terms in
FY 06. The following table highlights the same:

Table 1: Comparisons of Management Outlook

FY2005 FY2006
Indian GAAP US GAAP Indian GAAP US GAAP
Guidance
Revenues Rs59,940-60,410m $1,381-1,392m Rs88,900-90,290m $2,038-2,070m
Revenue growth 24% 30% 25-27% 28-30%
EPS* Rs56 $0.66 Rs84.6-85.9 $2.00-2.04
EPS growth* 20% 2% 23-25% 28-30%

Source: Company Data, Adjusted back US GAAP for ESOP expensing charge to reflect organic earnings growth

We bdieve, despite growing by almost 50% in FYO05, its growth guidance
remains the same as FY 05, thus indicating strength of offshore demand in FY 06.

Muted 1QFYO06 outlook could be conservative
The following factors make us believe that 1QFY 06 guidance is conservative:

= Financial Services customers have sluggish ramp-ups in March quarter.
Based on analysis of historic trends, we believe, financial services customers
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typically ramp-up from “ June quarter” onwards, while the “March quarter” is
typically muted.

For example, Amex and Aetna, two of Infosys' top clients declined by 40%
g-0-q and 13% g-0-q respectively in March quarter FY04, but scaled up
significantly in subsequent quarters.

The weakness within Financial Services vertical in this quarter (up 1.7% g-o-
g) could be partly attributed to this. Hence, ramp-ups in June quarter could
be stronger than expected.

= Reasons behind muted 1QFY06 guidance. Management pointed towards
two key reasons for sluggish June quarter:

— Re-organisation within three-to-four top clients. We see this as a
routine phenomenon but in most other cases have witnessed growth
coming back after two quarters, like Transco in the case of Wipro.

— Regulatory compliance by clients. While Infosys mentioned sluggish
ramp-ups in June quarter due to diversion of attention of client's senior
management team towards internal regulatory compliance rather than
external outsourcing plans, we believe, the June quarter deadline is
applicable for smaller companies.

Amongst the two reasons mentioned by the company, re-organisation could
be a bigger reason than regulatory compliance in our opinion.

Also, both these issues are short-term phenomenon and doesn't indicate any
potential slowdown in demand scenario.

Key Levers for upside in FY06

Based on our analysis, we see the following upsides to consensus estimates
during FY 06:

= Pricing increase not yet factored in. We continue to believe, Infosys will
likely witness average pricing increase of 2% y-o0-y in FY06. Thisis clearly
not factored in current consensus estimates. The following table indicates
that average pricing is gradually increasing over past few quarters.

Table 2: Pricing movements y-0-y

QL FY04 Q2 FY04 Q3 FY04 Q4 FY04 QLFY05 Q2 FY05 Q3 FY05 Q4 FYO05
Onsite -0.8% 4.7% -5.1% -0.6% -0.5% -0.3% -0.2% 1.5%
Offshore -6.2% -3.2% 3.7% 1.9% 2.3% 0.7% 0.7% L.7%

Source: Company Data

As indicated in the table above, the trend is clearly towards increase in
average pricing in FY06. Notably, management indicated that they have
witnessed sporadic price increases of 3-4% amongst existing customers and
consistent pricing increases of 3-4% amongst new customers.

UBS 3



Infosys Technologies Ltd 15 April 2005

= Conservative June quarter guidance. With extremely low expectations of
June quarter, we believe, even arevenue growth of 5-6% g-o-q (higher than
guidance of 0.7-1.6%) could trigger significant upside (6-7%) to revenue and
earnings growth in FY 06.

= Large deal closures. We believe, Infosys is in the final short-list of larger
contracts like that of ABN AMRO, which could increase vishbility
significantly in medium-term.

= Salary increase lower in FY06. We believe, Infosys is better positioned to
manage its financials in FY06 as its offshore salary increase of 14-15% is
lower than in FYO5 (15-17%). This will result in better EBITDA margin
outlook for the company in coming quarters.

Based on our analysis of above factors, we maintain our estimates of 35%
earnings growth in FY 06, about 10% higher than management’ s outl ook.

Rationale for price target

We have not revised our earnings estimates on the back of results. Our price
target of Rs2600 is based on medium-term growth rate of 19%, terminal growth
of 3% and WACC of 13%. Thisimplies a FY 07 P/E multiple of 21.1x based on
our estimates.

Our predictability rating of 2 indicates higher volatility of earnings.

Outlook and Valuations

We clearly see any dip in share-prices post-results due to muted 1QFY 06
guidance as a potential strong buying opportunity. We believe, management has
sufficiently lowered investor expectations on the back of these results. We
continue to rely on our channel checks, to conclude that FY 06 demand scenario
continues to be robust. Maintain Buy2.
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= Infosys TechnologiesLtd

Infosys is the second largest I T services company (in terms of revenues) in India
with an employee base of approximately 28,000. Its service offerings include
application development, maintenance and re-engineering, package
implementation and consulting, which it provides to overseas clients through
various offshore development facilities in India. It derives 65% of its revenue
from the US, 22% from Europe, and the remainder from Asia Pacific. Its IT-
enabled services company. Progeon, provides BPO services. Key verticals
serviced are banking, finance, insurance and manufacturing.

s  Statement of Risk

A sharp downtick in IT Services spending could result in downside to our
earnings estimates.
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= 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; and (2) no part
of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the
research report.
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Required Disclosures

This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG (UBS).

For information on the ways in which UBS manages conflicts and maintains independence of its research product;
historical performance information; and certain additional disclosures concerning UBS research recommendations,

please visit www.ubs.com/discl osures.

UBS Investment Research: Global Equity Ratings Definitions and Allocations

UBSrating Definition UBS rating Definition Rating category Coverage' B services”
FSR is > 10% above FSR is > 10% above

Buy 1 the MRA, higher Buy 2 the MRA, lower degree Buy 37% 30%
degree of predictability of predictability
FSR is between -10% FSR is between -10%

0, 0,

Neutral 1 apd 10% of the MRA, Neutral 2 and 10% of the MRA, Hold/Neutral 52% 32%
higher degree of lower degree of
predictability predictability
FSR is > 10% below FSR is > 10% below

Reducel  the MRA, higher Reduce 2  the MRA, lower degree Sell 11% 25%

degree of predictability

of predictability

1: Percentage of companies under coverage globally within this rating category.
2: Percentage of companies within this rating category for which investment banking (IB) services were provided within the past

12 months.
Source: UBS; as of 31 March 2005.

KEY DEFINITIONS

Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend yield over the next 12

months.

Market Return Assumption (MRA) is defined as the one-year local market interest rate plus 5% (an approximation of the

equity risk premium).

Predictability Level The predictability level indicates an analyst's conviction in the FSR. A predictability level of '1' means that
the analyst's estimate of FSR is in the middle of a narrower, or smaller, range of possibilities. A predictability level of '2' means
that the analyst's estimate of FSR is in the middle of a broader, or larger, range of possibilities.

Under Review (UR) Stocks may be flagged as UR by the analyst, indicating that the stock's price target and/or rating are
subject to possible change in the near term, usually in response to an event that may affect the investment case or valuation.
Rating/Return Divergence (RRD) This qualifier is automatically appended to the rating when stock price movement has
caused the prevailing rating to differ from that which would be assigned according to the rating system and will be removed
when there is no longer a divergence, either through market movement or analyst intervention.

EXCEPTIONS AND SPECIAL CASES

US Closed-End Fund ratings and definitions are: Buy: Higher stability of principal and higher stability of dividends; Neutral:
Potential loss of principal, stability of dividend; Reduce: High potential for loss of principal and dividend risk.

UK and European Investment Fund ratings and definitions are: Buy: Positive on factors such as structure, management,
performance record, discount; Neutral: Neutral on factors such as structure, management, performance record, discount;
Reduce: Negative on factors such as structure, management, performance record, discount.

Core Banding Exceptions (CBE): Exceptions to the standard +/-10% bands may be granted by the Investment Review
Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the respective company's
debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands as they relate to the rating.
When such exceptions apply, they will be identified in the Companies Mentioned table in the relevant research piece.

Companies mentioned

Company Name Reuters Rating Price Price date/time
ABN AMRO?*"1¢ AAH.AS Buy 2 €19.50 13 Apr 2005 21:28 BST
Infosys Technologies®**>#131° INFY.BO Buy 2 Rs2,102.30 13 Apr 2005 21:11 HKT
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Company Name Reuters Rating Price Price date/time
National Grid Trans.*** NGT.L Neutral 1 506p 13 Apr 2005 21:28 BST
Wipro Ltd*® WIPR.BO Neutral 2 Rs645.95 13 Apr 2005 21:11 HKT

Source: UBS. BST: British summer time; HKT: Hong Kong time.

2. UBS AG, its affiliates or subsidiaries has acted as manager/co-manager in the underwriting or placement of securities of
this company or one of its affiliates within the past three years.

4a.  Within the past 12 months, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

4b.  Within the past three years, UBS AG, its affiliates or subsidiaries has received compensation for investment banking
services from this company/entity.

5. UBS AG, its affiliates or subsidiaries expect to receive or intend to seek compensation for investment banking services
from this company within the next three months.

8. The equity analyst covering this company, a member of his or her team, or one of their household members has a long
common stock position in this company.

13.  UBS AG, its affiliates or subsidiaries beneficially owned 1% or more of a class of this company’s common equity
securities as of last month’s end (or the prior month’s end if this report is dated less than 10 days after the most recent
month’s end).

16.  UBS Securities LLC and/or UBS Capital Markets LP makes a market in the securities and/or ADRs of this company.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report.
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Note: On October 13, 2003, UBS adopted new definition criteria for its rating system. (See 'UBS Investment Research: Global
Equity Ratings Definitions and Allocations' table for details.) Between January 11 and October 12, 2003, the UBS ratings and
their definitions were: Buy 1: Excess return potential > 15%, smaller range around price target; Buy 2: Excess return potential >
15%, larger range around price target; Neutral 1: Excess return potential between -15% and 15%, smaller range around price
target; Neutral 2: Excess return potential between -15% and 15%, larger range around price target; Reduce 1: Excess return
potential < -15%, smaller range around price target; Reduce 2: Excess return potential < -15%, larger range around price target.
Prior to January 11, 2003, the UBS ratings and definitions were: Strong Buy: Greater than 20% excess return potential, high
degree of confidence; Buy: Positive excess return potential; Hold: Low excess return potential, low degree of confidence;
Reduce: Negative excess return potential; Sell: Greater than 20% negative excess return potential, high degree of confidence.
Under both ratings systems, excess return is defined as the difference between the FSR and the one-year local market interest
rate.
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Global Disclaimer

This report has been prepared by UBS Securities India Private Ltd, an affiliate of UBS AG (UBS).

Head Office: UBS Limited, 1 Finsbury Avenue, London, EC2M 2PP, UK Phone: +44-20-7567 8000
Local Office: UBS Securities India Private Ltd, 2/F Hoechst House, Nariman Point, Mumbai 400 021, India Phone: +91-22-281 4649
This report has been prepared by UBS AG or an affiliate thereof ("UBS"). In certain countries UBS AG is referred to as UBS SA.

This report is for distribution only under such circumstances as may be permitted by applicable law. It has no regard to the specific investment objectives, financial situation or particular needs
of any specific recipient. It is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or related financial instruments. No
representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained herein, except with respect to information
concerning UBS AG, its subsidiaries and affiliates, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The report
should not be regarded by recipients as a substitute for the exercise of their own judgement. Any opinions expressed in this report are subject to change without notice and may differ or be
contrary to opinions expressed by other business areas or groups of UBS as a result of using different assumptions and criteria. UBS is under no obligation to update or keep current the
information contained herein. UBS, its directors, officers and employees (excluding the US broker-dealer unless specifically disclosed under required disclosures) or clients may have or have
had interests or long or short positions in the securities or other financial instruments referred to herein, and may at any time make purchases and/or sales in them as principal or agent. UBS
(excluding the US broker-dealer unless specifically disclosed under Required Disclosures) may act or have acted as market-maker in the securities or other financial instruments discussed in
this report, and may have or have had a relationship with or may provide or has provided investment banking, capital markets and/or other financial services to the relevant companies.
Employees of UBS may serve or have served as officers or directors of the relevant companies. UBS may rely on information barriers, such as "Chinese Walls," to control the flow of
information contained in one or more areas within UBS, into other areas, units, groups or affiliates of UBS.

The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and
trading in these instruments is considered risky. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may adversely affect the value, price or
income of any security or related instrument mentioned in this report. For investment advice, trade execution or other enquiries, clients should contact their local sales representative. Neither
UBS nor any of its affiliates, nor any of UBS' or any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this
report. Additional information will be made available upon request.

United Kingdom and rest of Europe: Except as otherwise specified herein, this material is communicated by UBS Limited, a subsidiary of UBS AG, to persons who are market counterparties
or intermediate customers (as detailed in the FSA Rules) and is only available to such persons. The information contained herein does not apply to, and should not be relied upon by, private
customers. Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Should persons receiving this research in ltaly require additional information or wish to
effect transactions in the relevant securities, they should contact Giubergia UBS SIM SpA, an associate of UBS SA, in Milan. South Africa: UBS South Africa (Pty) Ltd (incorporating J.D.
Anderson & Co.) is a member of the JSE Securities Exchange SA. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of
UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a "non-US affiliate"), to major US institutional investors only. UBS Securities LLC or UBS
Financial Services Inc. accepts responsibility for the content of a report prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS Financial Services
Inc. All transactions by a US person in the securities mentioned in this report must be effected through UBS Securities LLC or UBS Financial Services Inc., and not through a non-US affiliate.
Canada: Distributed by UBS Securities Canada Inc., a subsidiary of UBS AG and a member of the principal Canadian stock exchanges & CIPF. A statement of its financial condition and a list
of its directors and senior officers will be provided upon request. Hong Kong: Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Singapore Pte. Ltd. Japan:
Distributed by UBS Securities Japan Ltd to institutional investors only. Australia: Distributed by UBS AG (Holder of Australian Financial Services Licence No. 231087) and UBS Securities
Australia Ltd (Holder of Australian Financial Services Licence No. 231098) only to "Wholesale" clients as defined by s761G of the Corporations Act 2001. New Zealand: Distributed by UBS
New Zealand Ltd.

© 2005 UBS. All rights reserved. This report may not be reproduced or redistributed, in whole or in part, without the written permission of UBS and UBS accepts no liability whatsoever for the
actions of third parties in this respect.
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