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BUY Rolta India Limited - Q3, Result Update

Rolta India Limited or “Rolta” is a market leader in providing 

specialized Technology Solutions and Services for the Geospatial, 

Defense & Homeland Security and Engineering sector. It operates in 

different verticals through three business segments, namely 

Enterprise Geospatial Information Solutions (EGIS), Enterprise 

Design & Operation Solutions (EDOS) and Enterprise IT Solutions 

(ETIS). Over the last few years, the company has transformed its 

business from Services centric to Solutions centric model by 

developing and acquiring extensive Intellectual property that have 

enabled it to launch innovative solutions in each of its lines of 

business.

The company offers these services on its own and with the help of its 

Subsidiaries, which include Rolta International Inc. (RUS), Rolta 

Middle East FZ LLC UAE (RME), Rolta Saudi Arabia Limited 

(RSA), Rolta UK Limited (RUK) and Rolta Thames Limited (RTL) 

and Shaw Rolta Limited.

Industry: IT Software and Products
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FY 11

* EPS based on Fully Diluted Equity Share Capital

Tapan Trivedi (tapan.trivedi@jrg.co.in), Tel: 0484-2796211

Initial Recommendation

Current Recommendation

Accumulate

Buy

March Quarter Financial Performance almost 

In-line with Estimates

During the quarter under review, the company recorded healthy 

growth in the Top as well as the Bottom-line on both sequential and 

sequential and on yearly basis. The Net Sales of Rolta grew by 

18.8% on YoY basis and 5.1% on a QoQ basis from Rs 376 Crore 

(Q2, 10) and 332 Crore (Q3, 09) to Rs 395 Crore (Q3, 10). 
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Units: in Rs Crore Dec 09 % Growth % GrowthDec 08 Sep 09

The Bottom-line of the company too grew by stellar 36.7% on a YoY basis, while, 

recorded a growth of 6.9% on QoQ basis. The Net profit came in at Rs 67 Crore (Q3, 

10) from Rs 49 Crore (Q3, 09) beating the negative effects of depreciation which rose 

by 35% to 67 Crore (Q3, 10) due to the SEZ facility in SEEPZ and Interest expenses, 

which jumped by 75% to 10 Crore (Q3, 10). The Bottom-line growth on QoQ basis, 

though was modest by 6.9% from Rs 63 Crore (Q2, 10). The NPM's on the other side 

came strong at 16.7% (Q3, 10) from 14.4% (Q3, 09) and 16.3% (Q2, 10).

Despite a sharp rise in Sub-contracting cost, which as a % of Operating income 

jumped to 19.3% (Q3, 10) from 9.4% (Q3, 09) the growth in EBITDA was prominent 

from 107 Crore (Q3, 09) to Rs 149 Crore (Q3, 10). 

This was a cumulative effect of better management of operating expenses; increasing 

contribution from Solutions based business to the total revenue and fall in Employee 

and SG&A expenses. A consistent dip in employee cost strengthens the fact that as 

Rolta consistently works to improve the share from its Solutions based business, 

revenues are expected to become more and more non-linear w.r.t. manpower. The 

company continued to register Operating Margins in the higher range of 38%. 

During the quarter under review, the OPM's surged by more than 570 bps on YoY 

basis and remained steady at around 38% levels on QoQ basis.
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 Quarterly Financial Performance - Rolta India Limited

Net Sales

Other Income

Total Income 

Total Expenditure

EBITDA

OPM

Depreciation

Interest

Tax Expense

Net Profit

NPM

394.6 18.8% 332.0 5.1% 375.6

6.0 -25.8% 8.1 -24.4% 8.0

400.6 17.8% 340.1 4.4% 383.5

245.4 8.8% 225.6 5.2% 233.3

149.2 40.1% 106.5 4.8% 142.3

37.8% - 32.1% - 37.9%

67.3 35.2% 49.8 0.5% 67.0

10.1 74.9% 5.8 -11.9% 11.5

10.9 7.6% 10.1 18.2% 9.2

66.9 36.7% 49.0 6.9% 62.6

16.7% - 14.4% - 16.3%
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On a Segmental basis, EGIS Business remained the key revenue generator for the 

company recording a growth of 25.9% to grow to Rs 197 Crore (Q3, 10) from Rs 156 

Crore (Q3, 10). The contribution to the total revenue from the segment stayed high 

around the 50% mark. While the revenue grew by 26%, EBITDA accelerated by 

around 50% on YoY basis from Rs 64 Crore (Q3, 09) to Rs 95 Crore (Q3, 10). No 

doubt the Operating margins were strong at 48.5% (Q3, 10) from 40.8% (Q3, 09).

When compared on quarterly basis, both the Revenue and EBITDA grew moderately 

by around 5% each while the margins were marginally lower by 50 bps from 49% 

(Q2, 10).

Revenue in the EDOS Business segment was firm on both YoY and QoQ basis. The 

Operating Income came in at Rs 102 Crore (Q3, 10) from Rs 90 Crore (Q3, 09) 

registering a growth of 13%. As the Operating performance in the March quarter of 

2009 was the lowest by the company in over the past 2 years, all the three business 

segments witnessed significant improvement in EBITDA and the margin expansion 

equated to the same in the respective quarter. The EBITDA of EDOS segment rose by 

28.2% to Rs 41 Crore (Q3, 10) from Rs 32 Crore (Q3, 09). Likewise, the Operating 

margins gained around 500 bps on YoY comparison, whereas were steady at 40% 

levels on QoQ basis.

59
62

67
64

70

80

91
95

39
42 44

32 32 34
38

41

14 15 16
11 11

12 13
13

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

0

20

40

60

80

100

120

Jun-08 Sep-08 Dec-08 Mar-09 Jun-09 Sep-09 Dec-09 Mar-10

(In Rs. Crore)
Trend in Quarterly EBITDA & OPM's w.r.t. Business Segments 

EGIS Business EDOS Business EITS Business

143
149

155 156 159

171

187

197

99
106 109

90 86 88
95

102

80

91
98

86 87
91 94

96

0

40

80

120

160

200

Jun-08 Sep-08 Dec-08 Mar-09 Jun-09 Sep-09 Dec-09 Mar-10

(In Rs. Crore)
Trend in Quarterly Revenue w.r.t. Business Segments 

EGIS Business EDOS Business EITS Business

Units: in Rs Crore Dec 09 % Growth % GrowthDec 08 Sep 09

Segmental Quarterly Performance - Rolta India Limited

Segmental Quarterly Performance

Similar to the EDOS Business segment, the EITS Business segment which is most 

sensitive to the general economy too grew moderately; showing strong signs of 

Source: Company Data, JRG Research

Revenue performance

EGIS Business 

EDOS Business 

EITS Business

EBITDA performance

EGIS business

EDOS Business

EITS Business

196.7 25.9% 156.3 5.3% 186.8

101.7 13.0% 90.0 7.0% 95.1

96.1 12.1% 85.8 2.6% 93.7

95.4 49.7% 63.7 4.3% 91.5

40.9 28.2% 31.9 7.2% 38.1

12.9 18.5% 10.9 1.8% 12.7
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         Valuation and Financial Projections

Steady improvement in business environment over the past few quarters, specifically 

in the EGIS Business segment and stabilization of operations in the other EDOS and 

ETIS segments have helped Rolta register a consistent growth in its Revenue over the 

past few quarters. Though the Revenue growth in the recent quarter was marginally 

below our estimates, the Rolta management is confident that it will be able to meet its 

constant currency guidance of 12-15% in FY 10E. 

Financial Projections - Rolta India Limited

Units: in Rs Crore FY 09 FY 10E FY 11E FY 12E

We are modifying our FY 11E estimates following the quarterly numbers and after 

considering the strong appreciation in the domestic currency over the past few 

months as well as introducing the FY 12E estimates. The Net Sales of the company is 

seen rising at a CAGR of 15.7% from Rs 1373 Crore (FY 09) to Rs 2125 Crore (FY 

12E).

revival after the Recession and economic slowdown gripped the overall market in 

late 2008 and early 2009. The Operating Income of this business segment extended 

by 12.1% to Rs 96 Crore (Q3, 10) from Rs 85 Crore (Q3, 09) while the EBITDA rose 

by 18.5% to Rs 13 Crore (Q3, 10).
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Net Sales
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Total Income

Operating Expenses

EBITDA

OPM 

Depreciation

Interest

Tax Expense

Net Profit

NPM

1372.8 1542.8 1789.7 2125.2

69.0 32.5 36.9 41.5

1441.9 1575.3 1826.5 2166.7

909.3 971.2 1113.2 1285.8

463.5 571.6 676.5 839.4

33.8% 37.0% 37.8% 39.5%

186.7 266.5 313.1 367.9

12.6 41.8 51.2 56.2

40.2 39.8 48.9 63.9

293.1 256.0 300.1 392.8

20.4% 16.3% 16.5% 18.1%
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Recommendation

Rolta together with its subsidiaries is primarily engaged in providing specialized 

Technology Solutions and Services for the Geospatial, Defense & Homeland 

Security and Engineering sector in India & abroad. Over the past few years, the 

company has moved its focus on Solutions centric business model from being 

Services centric; which will result in higher margins, sustained revenue additions and 

higher orders from its own Licensed IP in the future.

At the trailing market price of Rs 184, Rolta is trading at 7.5x and 1.3x its FY12E; 

EPS and Book Value of Rs 24.4 and 136.5 respectively. The positive thing is Rolta 

derives around 55% of its Revenue and Profit from domestic operations, which is 

higher compared to most peers in the IT segment and thus is expected to face lesser 

headwinds due to Rupee appreciation. Considering these facts we are upgrading our 

rating on the stock to “Buy” with a revised Target of Rs 237 in Twelve months.

While the Revenue growth is seen at around 16% CAGR over the next three years, 

EBITDA is anticipated to clock 21.9% CAGR growth during the period, from Rs 464 

Crore (FY 09) to Rs 839 Crore (FY 12E). Healthy rise in EBITDA will be driven by 

the moderate growth in SG&A Expenses, better margins from Solutions and owned 

IP based business and lower growth in Employee expenses in the future. With the 

above affect, the Operating margins are expected to grow by around 575 bps from the 

lows of 34% levels (FY 09) and slowly expand to 40% levels from 37% currently.

The Depreciation costs are expected to spike out due to the commencement of SEZ 

facility in SEEPZ while the Interest cost are also seen going up at a higher rate going 

forward. Inflicted by the increasing post operative expenses, the Bottom-line is 

ascertained to record a CAGR growth of 10.3% and move to Rs 393 Crore (FY 12E). 
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Disclaimer:

This document has been prepared by JRG Securities Ltd. and is meant for the recipient for use as intended and not for circulation. The information presented in this 

document is not an offer/recommendation to buy or sell securities. Opinions expressed in this article are the independent views of the author(s). The information/s, 

opinions and analysis contained are collected from sources believed to be reliable, but no representation, expressed or implied, is made as to its accuracy, completeness

or correctness. Neither JRG Securities Ltd., nor any person connected with it, accepts any liability arising from the use of this document. It should be noted that price and

value of the security/ies referred to in this report may go up or down and that past performance is not a guide for future performance. Investors are urged to exercise their

own judgment before investment as security/ies discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on 

their own investment objectives, goals and financial position and based on their own analysis. We will be updating you in due course about the positive or negative 

developments, directly or indirectly affecting the security/ies discussed in this report. But, it should be noted that JRG Securities and its associated companies, their 

directors and employees do not undertake any obligation to update or keep the information  current. Also there may be regulatory, compliance, or other reasons that may

prevent JRG Securities from doing so. JRG Securities Ltd., may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities

of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential 

conflict of interest with respect to security/ies mentioned herein or inconsistent with any recommendation and related information and opinions.

Corporate Office: JRG Securities Ltd, JRG House, Ashoka Road, Kaloor, Kochi, Kerala – 682017, Tel: 91-484-2796211-332

E-mail:

Institution Desk: JRG Securities Ltd., Universal Industrial Estate, 210/211, 2nd Floor, J.P. Road, Near Wadia High School,

Andheri (W), Mumbai – 400058; Tel: 91-22- 26711059/26719939

 jrg.research@jrg.co.in
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