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We looked at several software and services companies relating to the insurance industry, and analyzed their fundamentals to
see if we can identify any potential investment opportunities. The companies we investigated were Salesforce.com (CRM),
CSC, Ebix, Inc. (EBIX), and Solera Holdings, Inc. (SLH). Not all of the companies are fully invested in servicing the insurance
industry and they span market caps, ranging from $700M (EBIX) to $17B (CRM). However, they all provide software or
solutions to the insurance industry and we believe they have enough similarities to make an interesting comparison.

Using our software, we first calculated the intrinsic value of the companies using analysts' estimates of the next 5 year's growth
rates with the following results:

For reference, the annual growth rates for the past 5 years are shown below:

Note: FCF/Share growth rate for SLH is over last 4 years. EPS growth could not be calculated due to negative EPS 4 and 5
years ago.
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The analysis shows that EBIX and CSC appear to be the companies trading at a large discount to their intrinsic value. CRM, on
the other hand, appears to be trading at a huge premium to its intrinsic value.

Looking at the other valuation ratios, we get the following:

CSC seems to be the value pick based on these metrics, with an EV/EBITDA much less that our value target of 7, selling for
close to book value and having a PEG close to one. While the other metrics exclude us calling it a pure value stock, EBIX is
notable as the one company in this bunch that is sporting a PEG less than 1.

We next looked at the analysis of investment return:

We like to see returns on invested capital above 15%. Higher returns on investment are an indicator that management is
running the business efficiently. Of these stocks, only EBIX has ROIC above 15%. Looking at past history, EBIX is also the
only one of the stocks to be consistently not only above 15%, but consistently in the double digits.

Finally, looking at the debt and liquidity analysis we get the following:
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All companies in this group have relied to some extent or another on debt to finance their business.

EBIX is the one company in this group of stocks that has significantly reduced their debt load over the past several years.

For companies financing with debt, we hope to see current and quick ratios well above 1. CRM is the only company with
current and quick ratio less than one and, looking at its history, the decline in these ratios seems to coincide with their increase
in debt over the last couple of years. This stands in contrast to EBIX, which had less than optimal current and quick ratios the
past few years but has significantly improved their situation by reducing their debt load.

Our analysis has focused solely on the fundamentals of these four stocks. Looking at these fundamentals, we believe that,
while CSC appears to be the value stock of this group, EBIX is the company showing the best combination of high returns on
invested capital, sound balance sheet, excellent growth history. On top of this, EBIX appears to be selling at a decent discount
to its intrinsic value.

CRM on the other hand, appears to be priced at quite a premium given the state of its balance sheet and low returns on
investment, and thus the least attractive of these four stock on a fundamental basis.

Disclosure: I am long EBIX.
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