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Rolta India

Run Forrest run ...

Robust quarter, but order-book growth takes a breather

Rolta surpassed our estimates for Q1FY09 handsomely, posting a 7.8% QoQ and 56.6%
YoY growth in topline to Rs3,461mn (our estimate: Rs3,387mn). However, bottom-line
included an exceptional MTM loss of Rs613mn on FCCBs which does not worry us as this is
a non-cash charge and would be reversed as and when the currency turns favourable.
Excluding this exceptional item, Rolta would have posted a 4.9% and 58% growth on a
QoQ and YoY basis respectively. The company showed a deceleration in order book
growth during the quarter, which the management attributes to holidays in Europe and
Middle East. We would watch this trend closely before we conclude on this being a
continuing trend.

Well-rounded performance across segments

The company recorded good growth across segments on a QoQ basis — GIS: 4%, EDA: 7%
and EICT: 14%. The quarter includes 40 days of Whittman Hart consulting ($1.3mn), which
was acquired last quarter. The company signed a master service agreement with one of
the top 10 EPCs globally, which we believe would add to a steady stream of revenues
going forward. EBIDTA margins for the quarter declined by 74bps which was lower than
our expectations despite salary hikes (15% offshore and 2.5% onsite). This we believe was

M 6eM 1¥r_ due to a higher-than-expected increase in billing rates during the quarter (GIS: 0.5%, EDA:

Rolta India (375) (409) (36.9) 0.3%, EICT: 2.6%). The slower pace of growth in the order-book was the only cause for
concern (3.8% QoQ growth).
NIFTY (26.4) (38.0) (40.1)
Good revenue visibility, reiterate Buy
Niti Rolta is currently trading at 7.7x FY10E EPS of Rs24.5 (fully diluted). In the current context,
itin Padmanabhan . . sy .

nitin.padmanabhan@centrum.co.in we continue to believe .the company has good revenue visibility in the mid-cap IT space.
+91 22 6724 9690 We reiterate our Buy rating on the stock.
Exhibit 1: Q1FY09 Result
Y/E June (Rsmn) QIFY08 Q4FY08 | QIFY09 QoQ(%) YoY(%)  FY08 = FYO9E | FY10E
Net sales 2,210 3,211 3,461 7.8 56.6 10,722 14,946.7
Materials & subcontracting 619 620 611 2560 2933
% of sales 28 19 18 24 20
Employee costs 550 1,153 1,299 3,200 5,458
% of sales 25 36 38 30 37
Other expenditure 201 315 367 1,064 1,466
% of sales 9 10 11 10 10
Operating profit 840 1,122 1,185 5.5 41.0 3,898 5,089
OPM (%) 38.0 35.0 34.2 (73bps) (470bps) 36.4 34.1
Depreciation and amortisation 316 378 379 1383 1755
Interest 0 0 0 0 0
EBT 524 744 806 2515 3334
Other income 96 168 150 170 446
PBT 621 912 956 2,685 3,780
Exceptional item (as reported) (302) (614) 0 0
Provision for tax 82 110 105 388 529
-effective tax rate 13 12 11 14 14
Minority share in profit / loss 9 2 0 0
PAT (reported) 538 509 237 (53.4) (55.9) 2,297 3,251
Exceptional item (adj-post tax) 0 302 614 0 0
PAT (adjusted) 538 811 851 4.9 58.0 2,297 3,251
NPM (%) 24 25 25 46bps 22bps 21 22
EPS (adjusted) 3.0 4.5 4.7 12.8 18.1

Source: Company; Centrum Research




Management attributes the
deceleration to holidays in
Europe and middle east. We
would wait for another quarter
before we view this as a
consistent trend.

Billing rates increased higher
than estimates QoQ. (GIS: 0.5%,
EDA: 0.3%, EICT: 2.6%)

PAT margins maintained in a
narrow band despite acquisitions

Exhibit 2: Order-book growth takes a breather
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Exhibit 3: Billing rate increase continue to be robust
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Exhibit 4: PAT margins remain in a narrow band
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Exhibit 5: Key financials

CENTRUM

2008 2009 2010
Net sales Rs bn 10.7 149 19.7
Growth (%) 50.7 39.4 32
EBIDTA Rs bn 39 5.1 6.8
Margins (%) 36.4 34.1 34.5
PAT (Adjusted) Rs bn 23 3.3 4.4
Growth (%) 336 41 35.5
Net Debt Rs bn 43 4.7 3.8
ROE (%) 20.7 24.9 27.6
ROCE(%) 12.7 15.9 18.9
EPS (diluted) (Rs) 12.8 18.1 24.5
PE (diluted) x 14.8 10.5 7.7
EV/EBIDTA x 10.1 7.5 5.6
EV/Sales x 3.8 2.8 2.1
P/BV x 33 2.8 2.2
Source: Company; Centrum Research

Exhibit 6: Variance from estimates
Q1 FY09

Rs mn Estimates Actual
Net Sales 3,387 3461
Operating profit 1129 1185
Operating margin (%) 33.3 34.2
PBT 836 956
Exceptional item (550) (614)
PAT (reported) 246 237
PAT (adjusted) 796 851

Source: Company; Centrum Research

Rolta continues to be the most de-risked business in the Indian IT space

We believe Rolta continues to be the most de-risked business in the Indian IT space. The
company is unaffected by exchange rates (except for MTMs on the FCCB which we believe
is notional and will be reversed over a period of time). The company continues to benefit
from higher pricing as it moves up the value chain which is contrary to what other IT
companies are facing at this point. Moreover the company is expected to see a topline
growth of 39.4% in FY09 and 32% in FY10, which we believe exceeds industry growth
rates by a huge margin. We maintain our Buy rating on the stock.
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Disclaimer

Centrum Broking Pvt. Ltd. (“Centrum”) is a full-service, Stock Broking Company and is a member of The Stock Exchange, Mumbai (BSE) and National Stock
Exchange of India Ltd. (NSE). Our holding company Centrum Capital Ltd. is an investment banker and an underwriter of securities. As a group Centrum has
Investment Banking, Advisory and other business relationships with a significant percentage of the companies covered by our Research Group. Our research
professionals provide important inputs into the Group's Investment Banking and other business selection processes.

Recipients of this report should assume that our Group is seeking or may seek or will seek Investment Banking, advisory, project finance or other businesses and
may receive commission, brokerage, fees or other compensation from the company or companies that are the subject of this material/report. Our Company and
Group companies and their officers, directors and employees, including the analysts and others involved in the preparation or issuance of this material and their
dependants, may on the date of this report or from, time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives
thereof of companies mentioned herein. Our sales people, dealers, traders and other professionals may provide oral or written market commentary or trading
strategies to our clients that reflect opinion that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make
investment decisions that are inconsistent with the recommendations expressed herein. We may have earlier issued or may issue in future reports on the
companies covered herein with recommendations/ information inconsistent or different those made in this report. In reviewing this document, you should be
aware that any or all of the foregoing, among other things, may give rise to or potential conflicts of interest. We and our Group may rely on information barriers,
such as "Chinese Walls" to control the flow of information contained in one or more areas within us, or other areas, units, groups or affiliates of Centrum.

This report is for information purposes only and this document/material should not be construed as an offer to sell or the solicitation of an offer to buy, purchase
or subscribe to any securities, and neither this document nor anything contained herein shall form the basis of or be relied upon in connection with any contract
or commitment whatsoever. This document does not solicit any action based on the material contained herein. It is for the general information of the clients of
Centrum. Though disseminated to clients simultaneously, not all clients may receive this report at the same time. Centrum will not treat recipients as clients by
virtue of their receiving this report. It does not constitute a personal recommendation or take into account the particular investment objectives, financial
situations, or needs of individual clients. Similarly, this document does not have regard to the specific investment objectives, financial situation/circumstances
and the particular needs of any specific person who may receive this document. The securities discussed in this report may not be suitable for all the investors.
The securities described herein may not be eligible for sale in all jurisdictions or to all categories of investors. The countries in which the companies mentioned in
this report are organized may have restrictions on investments, voting rights or dealings in securities by nationals of other countries. The appropriateness of a
particular investment or strategy will depend on an investor's individual circumstances and objectives. Persons who may receive this document should consider
and independently evaluate whether it is suitable for his/ her/their particular circumstances and, if necessary, seek professional/financial advice. Any such person
shall be responsible for conducting his/her/their own investigation and analysis of the information contained or referred to in this document and of evaluating
the merits and risks involved in the securities forming the subject matter of this document.

The projections and forecasts described in this report were based upon a number of estimates and assumptions and are inherently subject to significant
uncertainties and contingencies. Projections and forecasts are necessarily speculative in nature, and it can be expected that one or more of the estimates on
which the projections and forecasts were based will not materialize or will vary significantly from actual results, and such variances will likely increase over time.
All projections and forecasts described in this report have been prepared solely by the authors of this report independently of the Company. These projections
and forecasts were not prepared with a view toward compliance with published guidelines or generally accented accounting principles. No independent
accountants have expressed an opinion or any other form of assurance on these projections or forecasts. You should not regard the inclusion of the projections
and forecasts described herein as a representation or warranty by or on behalf of the Company, Centrum, the authors of this report or any other person that these
projections or forecasts or their underlying assumptions will be achieved. For these reasons, you should only consider the projections and forecasts described in
this report after carefully evaluating all of the information in this report, including the assumptions underlying such projections and forecasts.

The price and value of the investments referred to in this document/material and the income from them may go down as well as up, and investors may realize
losses on any investments. Past performance is not a guide for future performance. Future returns are not guaranteed and a loss of original capital may occur.
Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change without
notice. Centrum does not provide tax advise to its clients, and all investors are strongly advised to consult regarding any potential investment. Centrum and its
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Foreign currency denominated securities is subject to
fluctuations in exchange rates that could have an adverse effect on the value or price of or income derived from the investment. In addition, investors in securities
such as ADRs, the value of which are influenced by foreign currencies effectively assume currency risk. Certain transactions including those involving futures,
options, and other derivatives as well as non-investment-grade securities give rise to substantial risk and are not suitable for all investors. Please ensure that you
have read and understood the current risk disclosure documents before entering into any derivative transactions.

This report/document has been prepared by Centrum based upon information available to the public and sources, believed to be reliable. No representation or
warranty, express or implied is made that it is accurate or complete. Centrum has reviewed the report and, in so far as it includes current or historical information,
it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. The opinions expressed in this document/material are subject to
change without notice and have no obligation to tell you when opinions or information in this report change.

This report or recommendations or information contained herein do/does not constitute or purport to constitute investment advice in publicly accessible media
and should not be reproduced, transmitted or published by the recipient. The report is for the use and consumption of the recipient only. This publication may
not be distributed to the public used by the public media without the express written consent of Centrum. This report or any portion hereof may not be printed,
sold or distributed without the written consent of Centrum. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.
Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof.
The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions. Neither Centrum nor its directors, employees, agents or representatives shall be liable for any damages
whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information.
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