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DXC Transforming from Value to Growth
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e Compelling Valuation

e The "NEW" DXC is strategically positioned for growth stabilization and
subsequent acceleration.

¢ New management team leads to a cultural shift and record-high
employee satisfaction.

¢ Nearly half of all Fortune 500 firms contract DXC across 650,000
servers and 3,000 petabytes of data.

e Benefiting from move to the cloud and permanent remote work.

Investment Thesis

DXC Technology (DXC) is a global IT services provider running critical
systems for over half of the Fortune 500 companies across 70 countries.
DXC is the merged company from Hewlett Packard Enterprise and Computer
Sciences Corporation (CSC). DXC has revamped its image since 2020,
pioneering itself as the "NEW" DXC, including a new roadmap and
improvements to employee satisfaction and customer service.

While DXC has not yet seen massive revenue growth with its new strategy, it
has seen a 300% increase in earnings-per-share (EPS), significant
delevering, and margin expansion. For this reason, we believe that DXC is a
good choice for long-term capital appreciation.

Products

DXC manages an incredibly complex IT environment for many firms, with
over 650,000 servers and 3,000 petabytes of data, through its Enterprise
Technology Stack.

The Enterprise Technology Stack includes business and insurance processing
services, analytics and engineering, applications, cloud architecture, IT
outsourcing, and security.

DXC provides proprietary insurance software and platforms across the entire
spectrum of insurance services. DXC is the administrator of 13 million
insurance policies and interacts with 250 million customers each year.
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Analytics and engineering use data insights from the existing business to
assist firms in developing solutions to firm-level problems, automate or
increase efficiency with new software, and assist firms in innovating new
products or services.

Applications is a service meant to modernize existing applications. This
includes managing, optimizing, and modernizing applications. DXC aids
customers, with many saving 40% on operations costs compared to previous
applications and 50% increases in time-to-market efficiencies.

As an IT business, security is critical for DXC. Customers need to trust that
DXC's systems and services do not put their business at risk for attack.

DXC's cloud services assist firms in migrating to the cloud or hybridizing
existing IT infrastructure with cloud components to increase efficiency. This
can assist firms in IT costs and simplify infrastructure, as DXC has
partnerships with 200 industry-leading companies, including Amazon Web
Services, Oracle, and VMware.

IT outsourcing can often be cheaper than in-house IT services. DXC
manages and simplifies existing IT infrastructure while also allowing
customers to modernize IT by moving much of it to the cloud.
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"Platinum" clients, Investor Day 2021

Improvements and Strategy

DXC's strategy for growth involves 3 pillars. FY2021 was the "stabilization"
phase; this included a $7 billion reduction in debt and a margin increase
from 2.2% to 7.5%. Through adjustments in scaling and efficiency, DXC has
managed $550 million in savings. In addition, the stabilization phase largely

included increasing employee satisfaction, which according to DXC, was at
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an all-time low. They have seen a large increase in employee engagement
and approval of the firm's direction. Leadership improvements mean that
DXC is firmly heading in a new direction.

FY2022 will be the "foundation" phase, establishing and nurturing
relationships with clients to ensure a long-term dedicated base. The
foundation phase includes much smaller margin expansions, more stable
sales growth, and more disciplined financials.

FY2023 and beyond is the acceleration phase. The acceleration phase
includes high projected growth for the analytics and engineering, security,
cloud, and insurance businesses. The remaining businesses act as the stable
base for DXC to grow from.

In FY 2020, DXC acquired an 83% interest in Luxoft, a Swiss digital service
provider whose existing services include strategic consulting, proprietary
software development, and engineering services.

Risk

While DXC has 2675 accounts in total, the "platinum" 175 makes up most of
the revenue. The IT industry is fiercely competitive, and DXC is still
transitioning to higher value-added capabilities. Should they fall behind in
services or pricing or be unable to reach their development targets, they
could lose significant amounts of revenue.

Security breaches through DXC's services could significantly reduce the trust
DXC has with its clients, some of whom are large financial institutions,
governments, and healthcare providers.

Metrics

57% of Q1 FY22 bookings were new clients, and 43% were renewals.
Earnings per share increased 300% year over year, but revenues were down
8%. The revenue decreases are due to the sale of DXC's healthcare software
business to Italian firm Dedalus and the expiration of low-margin or
unprofitable contracts.

FY2022 has a guidance of $500 million in free cash flow, of which 10% will
go toward investing in the business, 35% will go into share buybacks, and
55% will go toward lease and debt repayment.

Currently, DXC has no plans for dividends but has stated that once its
valuation is in line with the sector, it will reassess.
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DXC Technology (DXC) FY2021
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DXC Technology (DXC)

International Business Machines
(€1:10))]

Leidos Holdings (LDOS)

Cognizant Technology Solutions
(CTSH)

Booz Allen Hamilton Holding
(BAH)

Infosys (INFY)

Accenture (ACN)

Tata Consultancy Services (TCS)
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Disclaimer and Related Information

This article is a financial publication and is provided for educational purposes
only. It is not an investment recommendation nor investment advice.
It does not take into account your personal circumstance and whether this
investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins responsible for any actions that
you may take after reading this educational information. Nothing from
Building Benjamins should be considered personal investment advice.
Investing, and in particular, stock investing, is risky and may result in losses
and sometimes loss of your entire investment. Stock investing has company-
specific operational risks like demand, competition, legal and regulatory, as
well as broader financial market risks like liquidity, economic cycle, and
government policy. You may lose money in any stock investment that you
make, and you are solely responsible for those decisions.

Mr. Halliburton and/or his family office will have positions in the securities
discussed in this educational report. Mr. Halliburton is sharing his investment
knowledge and strategy with you as an educational endeavor. He may
transact in the security discussed at a later date prior to or without
notification in this format. This is not investment advice but only a discussion
of select investments that Mr. Halliburton has made or actions that he has
taken in his own portfolios. This is an investment blog about Mr.
Halliburton's portfolio.

Building Benjamins is an investment newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the written
authorization of Building Benjamins. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies
themselves but cannot guarantee the accuracy of the information that we
provide. You rely on this information at your own risk and are responsible for
the verification of the data.
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