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Good for now despite macro volatility

We hosted Hexaware CEO , Mr R Srikrishna for a group investor call. Discussions from the
call suggest that (1) Demand is holding up very well and accelerating (not seen any signs of
delays in terms of new deal signings/closures nor any delays in ramp ups), (2) IT spending
may hold up better even in case of a global recession, (3) ‘Shift to Cloud’ may hold up well
though certain segments will get impacted in case of recession and (4) Supply side pressures
for now albeit growth/hiring moderation will rein in the pressures and allow to defend
margins. All in all , Hexaware CEQ’s comments confirm what we have been picking from
channel checks and commentary of offshore techs that Demand is intact for now although
industry continues to prepare for some growth moderation in CY23. Valuations have
corrected in CY22YTD although not completely factoring in the worst. We continue to prefer
selective names across the sector- HCLT and INFO amongst the Tier I's, PSYS and MPHL
amongst the Tier II's and ZENT and FSOL amongst the small caps.

= Demand is holding up quite well for now: Akin to what we have picked up from channel
checks and the commentary of listed offshore and global peers, Hexaware CEO also
suggested that demand remains strong and has continued to accelerate even now. The
company expects their own YoY growth to further accelerate in 3QCY22 over 2QCY22.
While macro volatility is leading to concerns on moderation in IT spend, company
suggests that it has not seen any impact on ramp ups of recently won deals or any closure
on new deal signings. That said it expects some impact on spending in pockets like Asset
Management (within BFS) and Product Engg/Product Development in the near term given
macro.

= Recession could drive increased cost takeout from Europe; limited scope in US: Hexaware
CEO believes that the increased recession pressures may drive increased cost takeout
opportunities in Europe though scope on this front is relatively limited due to higher
outsourcing/offshore penetration in the US. Company suggests that they are already
seeing significant opportunities in their deal pipeline from Europe. The company does not
see any significant opportunities of Captive takeover from the emerging situation for the
industry.

= Pricing environment remains favourable for now: The fear across certain sections of the
street is that the 'narrative on price increases’ for offshore IT may reverse to ‘pricing
concessions’ in case of demand impact. Hexaware suggests that it continues to see price
increments flowing through at an industry level for now though suggested that a likely
normalization on hiring/supply side will negate the need for elevated price increases.
Further the industry is likely to remain committed to higher fresher hiring even though
lateral hiring may see slowdown after the significant step up seen over the past 18
months.

= Indian techs likely to have a reasonable 1QFY23; street to focus on 2HFY23 outlook:
Indian IT Services companies are going to broadly have a reasonably strong 1QFY23 based
on our industry checks. We continue to see polarization in performance emerge across
the sector unlike a more uniform growth rebound seen across most companies through
FY21 and FY22. Investors will remain focused on outlook for 2HFY23 for the sector. We
continue to prefer selective name across the sector- HCLT and INFO amongst the Tier |
techs; PSYS and MPHL amongst the Mid-caps and FSOL and ZENT amongst the small
caps.
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Key takeaways of call with Hexaware management

Demand environment

m  Demand is still accelerating and there is no slowdown yet. Demand continues to be
secular in all parameters.

m  There are although some early signs of a potential slowdown but it is going to be a
normal economic cycle which would be shallow and short lived when compared to earlier
down trends like the GFC or COVID.

m Learning from the earlier slowdowns is that there will be a shift towards cost saving.

m  Demand for product engineering work or other works which is undertaken to drive
growth in revenue will see a slowdown, there will be shift towards cost saving projects.

m  Demand for cloud transformation is expected to continue and even accelerate as it helps
organisations in their cost saving efforts.

= Incremental work in large clients is going to be low as a lot of work is already done in
those accounts. Organizations who have not outsourced yet or are at early stage of
outsourcing will help drive demand. This is especially true in Europe where there is still
huge opportunity for outsourcing.

m  Deceleration in tech spending is going to be lower than the deceleration in overall macro.

Supply side

m There is going to be a slowdown in hiring in correlation to the slowdown in demand.
Hiring pressure is expected to ease off across the Industry.

= Hiring slowdown during in COVID was not a smart move by companies as they are still
playing catch up with demand in terms of hiring.

m  Going forward companies will be more cautious in slowing hiring. Collage hiring is

expected to the last one to be touched.

Other comments

Pricing discussions are still continuing. There has been significant wage inflation in onsite
locations and there is still some remnant of cost overhang from it which the pricing has
not been able to cover yet.

Some of the shift to offshore delivery is permanent. But for some specific skill sets like
product engineering onsite talent is necessary and clients are also willing to pay a
premium to have onsite talent for these services.

There is no expectation of a market share change for the big players in the market as
clients do not see much value in switching vendors.

Growth rate of hyperscalers, their order bookings and their capex investments in building
capabilities are some of the lead indicators relevant to track any slowdown in tech space.
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Exhibit 1. JM IT Services coverage universe — Valuation summa

USD revenue growth (%) EPS P/E EV/EBIT ROE
Target Price
(INR) FY23E FY24E FY25E FY23E FY24E FY25E FY24E FY25E FY23E FY24E FY25E FY23E FY24E
TCS 3,318 [ HOLD 3,760 11.8 12.0 10.4 |114.6 129.7 140.5| 29.0 25.6 23.6 22.4 19.5 17.7 421 38.9 35.0
Infosys 1,480 | BUY 1,800 13.8 129 11.3 | 59.2 67.0 76.3| 25.0 22.1 19.4 18.4 16.1 13.9 31.0 31.0 31.1
Wipro 427 | HOLD 540 1.7 11.5 109 | 23.1 26.3 29.2| 185 16.3 14.6 16.1 13.3 10.6 16.8 15.3 14.0
HCL Tech 1,002 | BUY 1,180 10.9 11.5 104 | 53.0 58.7 649 | 189 171 15.4 14.1 12.8 11.5 22.5 23.5 24.5
Tech Mahindra 1,021 | BUY 1,340 15.2 13.0 11.8 | 63.9 732 824 16.0 13.9 12.4 11.9 10.1 8.6 20.7 22.5 23.8
LTI 4,223 | HOLD 5,130 18.7 16.2 13.1 |151.6 182.6 205.7| 27.9 23.1 20.5 21.6 17.5 15.0 27.7 28.2 26.9
Mphasis 2,371 | BUY 2,870 18.5 15.4 13.1 | 90.2 107.6 122.3| 26.3 22.0 19.4 19.1 15.8 13.8 23.2 25.2 25.8
Mindtree 3,027 | HOLD 3,745 19.9 16.8 13.0 |113.0 130.8 148.3| 26.8 23.2 20.4 20.0 17.0 14.7 32.0 31.7 29.9
Persistent Systems 3,523 | BUY 4,320 36.9 18.8 16.2 |114.4 1453 167.7| 30.8 24.2 21.0 23.5 17.8 14.9 241 26.3 25.9
Coforge 3,735 | HOLD 4,140 17.5 14.1 12.7 |137.6 159.6 180.5| 27.2 23.4 20.7 21.0 17.9 15.6 28.8 28.5 27.6
Zensar 271 BUY 400 14.2 10.6 9.3 17.4 20.1 228 | 156 13.5 11.9 9.2 7.7 6.5 14.0 14.7 15.0
Firstsource 103 | BUY 165 4.5 11.7 126 | 70 9.1 11.0( 148 11.4 9.4 11.4 8.6 6.9 15.7 18.7 20.4

Source: JM Financial. Share prices as of close of 28" June, 2022.
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Definition of ratings

Rating Meaning

Buy Total expected returns of more than 10% for large-cap stocks* and REITs and more than 15% for all other stocks, over the next twelve
months. Total expected return includes dividend yields.

Hold Price expected to move in the range of 10% downside to 10% upside from the current market price for large-cap* stocks and REITs and
in the range of 10% downside to 15% upside from the current market price for all other stocks, over the next twelve months.

Sell Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* Large-cap stocks refer to securities with market capitalisation in excess of INR200bn. REIT refers to Real Estate Investment Trusts.

Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and

No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research
report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written
consent of JM Financial Institutional Securities. This report has been prepared independent of the companies covered herein.

JM Financial Institutional Securities is registered with the Securities and Exchange Board of India (SEBI) as a Research Analyst and a Stock Broker having trading
memberships of the BSE Ltd. (BSE), National Stock Exchange of India Ltd. (NSE) and Metropolitan Stock Exchange of India Ltd. (MSEI). No material disciplinary
action has been taken by SEBI against JM Financial Institutional Securities in the past two financial years which may impact the investment decision making of the
investor.

JM Financial Institutional Securities renders stock broking services primarily to institutional investors and provides the research services to its institutional
clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing
offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies)
covered herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from
the company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to,
or may have any financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in,
it may have potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and members of their household are prohibited from buying or selling
debt or equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report.
The Research Analyst(s) principally responsible for the preparation of this research report or their relatives (as defined under SEBI (Research Analysts) Regulations,
2014); (a) do not have any financial interest in the company(ies) covered under this report or (b) did not receive any compensation from the company(ies) covered
under this report, or from any third party, in connection with this report or (c) do not have any other material conflict of interest at the time of publication of this
report. Research Analyst(s) are not serving as an officer, director or employee of the company(ies) covered under this report.

While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or
developments referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may
not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this report. This
report is provided for information only and is not an investment advice and must not alone be taken as the basis for an investment decision.
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The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.

This report 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 JM Financial Institutional
Securities and/or its affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be
eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to inform themselves of
and to observe such restrictions.

Persons who receive this report from JM Financial Singapore Pte Ltd may contact Mr. Ruchir Jhunjhunwala (ruchir.jhunjhunwala@jmfl.com) on +65 6422 1888 in
respect of any matters arising from, or in connection with, this report.

Additional disclosure only for U.S. persons: JM Financial Institutional Securities has entered into an agreement with JM Financial Securities, Inc. ("JM Financial
Securities"), a U.S. registered broker-dealer and member of the Financial Industry Regulatory Authority ("FINRA") in order to conduct certain business in the
United States in reliance on the exemption from U.S. broker-dealer registration provided by Rule 15a-6, promulgated under the U.S. Securities Exchange Act of
1934 (the "Exchange Act"), as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission ("SEC") (together "Rule 15a-6").

This research report is distributed in the United States by JM Financial Securities in compliance with Rule 15a-6, and as a "third party research report" for
purposes of FINRA Rule 2241. In compliance with Rule 15a-6(a)(3) this research report is distributed only to "major U.S. institutional investors" as defined in Rule
15a-6 and is not intended for use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research report and are
not a major U.S. institutional investor, you are instructed not to read, rely on, or reproduce the contents hereof, and to destroy this research or return it to JM
Financial Institutional Securities or to JM Financial Securities.

This research report is a product of JM Financial Institutional Securities, which is the employer of the research analyst(s) solely responsible for its content. The
research analyst(s) preparing this research report is/are resident outside the United States and are not associated persons or employees of any U.S. registered
broker-dealer. Therefore, the analyst(s) are not subject to supervision by a U.S. broker-dealer, or otherwise required to satisfy the regulatory licensing
requirements of FINRA and may not be subject to the Rule 2241 restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst account.

JM Financial Institutional Securities only accepts orders from major U.S. institutional investors. Pursuant to its agreement with JM Financial Institutional Securities,
JM Financial Securities effects the transactions for major U.S. institutional investors. Major U.S. institutional investors may place orders with JM Financial
Institutional Securities directly, or through JM Financial Securities, in the securities discussed in this research report.

Additional disclosure only for U.K. persons: Neither JM Financial Institutional Securities nor any of its affiliates is authorised in the United Kingdom (U.K.) by the
Financial Conduct Authority. As a result, this report is for distribution only to persons who (i) have professional experience in matters relating to investments
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended, the "Financial Promotion Order"), (ii)
are persons falling within Article 49(2)(a) to (d) ("high net worth companies, unincorporated associations etc.") of the Financial Promotion Order, (jii) are outside
the United Kingdom, or (iv) are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the Financial
Services and Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be
communicated (all such persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or
relied on by persons who are not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will
be engaged in only with relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as
a solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or
similar regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities
described herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your
representation that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as
such term is defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the
needs of the recipient. Canadian recipients are advised that JM Financial Securities, Inc., JM Financial Institutional Securities Limited, their affiliates and authorized
agents are not responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the
information contained herein.
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