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Sending work ouerseas has
profits rolling in for Syntel

BY ANDREW DIETDERICH
C RA I N'S D ET R O I? AUSINfSS

Bharat Desai, chairman and
CEO of Troy-based Syntet tnc., fig-
ured out a simple equation l-0
years ago: Big contracts minus big
operating costs equal better prof-
its.

And it's worked. Shares of Syn-
tel (Nasdaq: SYNT) have soared
from $11.96 Oct. ? to close at $18.50

"neutral" Oct. 23 after the compa_
ny beat analysts' estimated earn-
ings by B cents a share.

"This is a stock that can move
up nicely if they win some of these
bigger deals," he said. ,.I see a big
upside to this company in 2008 and
2004."

Syntel won four new contacts
during the thir-d quarter and start-
ed 60 projects for existing clients.

More than g0 percent of Syntel's
business is for its contracted out-
sourcing services, Desai said. Ex-
amples of out-sourced work in-
clude processing statements for a
large credit-card company and
managing the parts distribution
and warehouse stomge system for
a large automaker.

The remaining 10 percent of
Syntel's business is e-commerce
products and services. The compa-
ny no longerprovides stafling ser_
vices.

Syntel's client list includes such
big names as Amerlcan Internailonal
Group, Blue Cross Blue Shleld of Geor-
gla, Target Corp. and Verlzon Wlreless
L.L.G. Amerlcan Express is Syntel's
largest client, accounting for about
Bl percent of the company's rev-
enue last year.

Desai started Syntel in Troy in
1980 strictly as an information-
technology staffing company for
metro Detroit. Until 1988, all its
business and employees were U.S._
based.

The company quickly realized
there was more demand than sup-
ply for Syntel services.

Enter India.
"We started to look outside the

country for help, and that's when
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we realized that the long-term fr
ture was instead of bringing per
ple to the work, take the work t
the people," he said. ,.Why nc
leverage the robust telecommun
cations infrastructure that wa
growing around the world and at
tually set up a center in India t,
tap into the growing talent pool t,
deliver services to our cus
tomers?"

The benefits of sending work tr
India, he said, are lower costs anr
faster turnaround.

About 2,?00 people work for Syn
tel, with nearly 1,800 in two citier
in India:Chinnai and Mumbai.Itr
new center, which will be in addi
tion to the existing locations, is ir
Pune and will be built during the
next four years and eventually be
able to house 9,000 workers.

It's a model that appears to work
for Syntel but isn't for every com.
pany, including one of its main
competitors, Covansys.

"Covansys is not purely offshore
centric," said Venu Vaishya, execu_
tive vice president of application,
maintenance and development and
offshore solutions at Covansys.
"Because one-third ofour business
is in the public sector, we can't go
to an offshore-centric model."

Of Covansys' 4,500 employees,
about 1,800 are in India serving ?0
customers who use the service.
Vaishya said Covansys plans to
continue increasing its offshore
operations, but only as customers
ask for it.
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Friday.
It doesn't stop

there, though.
Consider Syn-

tel's third-quar-
ter filing with
the U.S. Securl-
tles and Ex-
change Commls-
slon, filed Oct.
23. The compa-
ny posted net in-
come of g8.Z million or 22 cbnts a
share on revenue of $42.f million.

That compares with net income
of $6.3 million or 16 cents on rev-
enue of 948.2 million the previous
year.

, The company says it is poised
for growth. It plans to begin con-
struction next month on its $100
mill ion, l2-buitding, 2.1 mill ion-
square-foot campus in pune, India.
Additionally, Syntel has no debt.
began 60 projects in the third quar_
ter and once again beat analysts,
earnings estimates.

Meanwhile, competitors barely
post a profit. Farmington Hills_
based Covansys Corp. (Nasdaq:
CVNS) reported net income thii
quarter of $250,000 or 3 cents a
share, despite its revenue being
more than double Syntel's at $99.5
million. That's also despite several
huge new contracts for Covansys.

The difference between Syntet
and other companies, said Desai.
is its extensive use ofoffshore out_
sourcing. That is, having work
done for its clients by workers in
India.

"Companies are now starting to .
realize that this not only woiks.
but it works great, and that's why
our opportunity pipeline is the
best it's ever been,', Desai said.

Analysts said Syntel needs more
businesses to realize the benefits
ofoffshore work.

"They are winning some deals
and establishing some new rela_
tionships in addition to an alreadv
gtrgnC client base," said Georgl
Price, vice president at Baltimore-
based Legg Mason Wood Walker tnc.
"We would just like to see further
growth through more penetration
into those existing relationships to
see that top line grow."

Said Brian Kinstlinger, an infor-
mation-technology services ana-
lyst at the New york City-based in_
vestment firm Sldoil & Co. Inc..
"They have a great balance sheet,
are generating a ton of cash and
don't have any debt." Kinsflinger
upgraded Syntel to ,.buy" from

CDB'S TOP PERFORMERS

1. Credlt Acceptance Corp.
2. Handleman Co.
3. Energly Converslon Devlces Inc.
4. CMS Energy Corp.
5. Saga Communlcailons lnc.
6. TechTeam Global Inc.
7. Comerlca lnc.
8. Communlty Central Bank Corp.
9. Esperlon Therapeuilcs tnc.

1O. Republlc Bancorp Inc,
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1. ProQuest Co.
2. Semco Energy lnc.
3. UnltedAuto Group lnc.
4. NAIC Growth Fund tnc.
5. ArvinMerltor Inc.
6. Vlsteon Corp.
7. Rofln.Slnar Technologles lnc.
8. Pellcan Flnanclal lnc.
9. General Motors Corp.

10. Ford Motor Co.
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