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Dear Shareholder,

As | write to you, estimates suggest disappointing growth figures for
India — 6.3% GDP growth in FY2012 is the lowest recorded in the last
10 years. Global economic signals, too, are not encouraging. While
USA is recovering the pace of growth is slow and unemployment
levels still remain high at over 8%. Europe is in a much worse state
and there are grave doubts about the continuation of the EU as a
signal monetary and economic zone. Clearly, the sovereign bail-out
packages post the crisis of 2008 hasn't really worked especially for
southern European countries. Even, the principal driver of global growth in the past two
decades — China - has shown signals of an impending slowdown.

Certainly, the global economy does not paint a pretty picture and
“ the business world is going through challenging times strewn with

lot of uncertainty. Amidst this general despondency, it is a pleasure
AT INFO EDGE, THE ENTIRE to convey to you the positive developments at Info Edge in FY2012.
CHAIN OF ACTIVITY FROM To begin with, the Company continued to record healthy growth in

IDEATION TO CASH COLLECTIONS revenues and profits and improved its operating profit margins.
IS IMPORTANT AND INTEGRATED On a consolidated basis, total income increased by 23.4% to 34,314
TO CREATE A STRONG CULTURE million in FY2012, while net profit after tax increased by 63.6%

OF EXECUTION 44 to 1,033 million in FY 2012. While on a stand-alone basis, total
income increased by 29.4% to 4,165 million in FY2012 and profit
after tax increased by 46% to 31,226 million in FY2012

All the individual businesses in Info Edge’s portfolio including
naukri.com (the recruitment business), 99acres.com (the real estate business),
Jjeevansathi.com (the matrimonial business) and shiksha.com (the education business)
witnessed growth in terms of revenues and profits, improvements in critical portal
operational parameters in terms of customer usage, and gains in traffic share. | urge you to
read the chapter on management discussion and analysis that details the performance of
Info Edge and its individual businesses during FY2012.

This brings me to two critical factors that have been the driving force of Info Edge’s
business — one internal and the other external.

Let me first explain the internal one, which focuses on Info Edge’s strength in execution.
At Info Edge, the entire chain of activity from ideation to cash collections is important and
integrated to create a strong culture of execution. It is this conviction in our strength of
execution that has made us continue to invest in product development, brand marketing
and people over the last few years.
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This is best explained by looking at some numbers since the global economic
slowdown on 2008.

In FY2008, the year before the global economic crisis our headcount was 1,656.
Today, at an average annual growth of 7.5% this has increased to 2,150.

But, the growth in manpower has been accompanied by even greater growth
in revenues. Between FY2008 and FY2012, revenues increased by 11.4%

per annum to ¥3,756 million. Consequently, revenue per employee has
increased from ¥1.32 million in FY2008 to ¥1.75 million n FY2012. Similarly,
while advertising and promotion budgets have increased over this period, it

is very important to note that productivity of such investments has improved
significantly — rupee earned (Net Sales) for every rupee spent (advertising and
promotion costs) increased from I4.55 million in FY2008 to ¥7.28 million in
FY2012. All these factors have translated into healthy top line growth with
steady improvements in operating profit margins over the last few years. In
fact, total EBITDA margin increased from 39.1% in FY2011 to 43.6% in FY2012.

It is this ability to invest and continuously enhance productivity that drove Info
Edge’s competitive positioning and growth over the years, especially in the
period post the global economic crisis. Apart from growth in overall markets,
the improved marked shares have further contributed to revenue growth.

On the external front, it is very important to appreciate and understand that
‘online’ businesses are in a very nascent stage of development in India. The
potential market opportunities are immense and different success stories can
lead to exponential growth. The important thing is the ability of these
businesses to provide value propositions and user experiences that transform
offline communities to online ones. This transformation is independent of the
business environment and increasingly going to be a major source of growth
for Info Edge. In fact, internal research suggests that a major part of
99acres.com’s growth in FY2012 is attributable to the fact that builders and
brokers saw perceptible benefits from using the website and invested in
computers and internet connections that supplemented their on-ground
operations with strong online presence.

This transformation is also driven by the growth in internet penetration and
broadband access in India. Internet World Survey data suggests that by
December 2011, internet users in India increased to 121 million — this is rapid
growth in the last five years. However, penetration levels still remain fairly

low at 10.2%. This is well below the levels of other similar developing Asian
countries like China (38.4%), Indonesia (22.4%) and Thailand (27.4%). So, there
is still a lot of leg-room for growth in internet usage in India.

Having said so, it is clear that ‘online’ businesses are starting to create a
significant space in the Indian economy and they have high growth and value
addition potential. Importantly, while analysing this business space, people
today do not talk of how macro-economic factors affect individual business but
try to gauge how these businesses will provide impetus to economic growth.
In fact, a recent study by Indian Council for Research on International Economic
Relations (ICRIER), The Internet and Mobile Association of India (IAMAI) and
the Department of IT suggests that a 10% increase in internet penetration can
increase the GDP by 1.08%. This will help the country add $17 billion annually.



We, at Info Edge, are confident of the long terms prospects of ‘online’ businesses
and the value added proposition that they bring for their users. In most segments
in the online business space, market leaders are defining the contours of growth
for the overall segment. We believe that maintaining a leadership position and
driving innovation within their respective segments is critical for the future
prospects of each of our businesses. With this belief,
Info Edge remains committed to making investments

14 across its different businesses for product development,

WE ARE CONVINCED THATIN A branding and skill enhancement. As a Company, we are
convinced that in a young industry like ours, it is important

YOUNG INDUSTRY LIKE OURS, to maintain long term investment plans irrespective

IT1S IMPORTANT TO MAINTAIN of business cycles. We have always done so and will

LONG TERM INVESTMENT PLANS continue to do so even if this translates into a drop in

IRRESPECTIVE OF BUSINESS operating margins in the short term.

CYCLES “ Last year, | had reported to you about the new thrust

in investing in start up ventures. This was primarily

structured to participate in the growing Indian

internet industry, promote entrepreneurship and invest
in cutting edge ideas and technology. We have made investments into
meritnation.com, policybazaar.com, zomato.com, mydala.com, floost.com and
99/abels.com. Investments in all the investee companies have been early stage
ones. The first thing we look at it is the quality of the team and only then we look
at market potential, market size. Next, we look at the competitive position or the
competitive situation in the space we want to enter. In general, we want to invest
in companies that are first movers or early movers. We remain committed to these
investments, including participating in the next round of investments. Operationally,
we are closely monitoring the evolution of these business models.

We have a well balanced portfolio of businesses in the online classifieds space. Info
Edge is strongly committed to grow the businesses in this portfolio. This growth
ambition integrated with focus on execution excellence will be the fundamental
driver for the business in the next few years. Also, one expects inflection points
where en mass people move to using the internet as a medium of information
exchange and open up large markets. Economic conditions are going to be difficult
in the next couple of years, but our competitive strength and the rapid growth of
markets for online businesses, position us well for the future.

We will have to continue to focus on excellence in innovation and execution. | am
confident of my team and its ability to deliver on these fronts in the coming years.

Finally, | would like to take this opportunity to thank you for your continued support.
Our business is well positioned for big-ticket growth. With the dedication of our
employees and your encouragement, Info Edge is confident of delivering sustained
value.

Regards
Hitesh Oberoi
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