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Rating BUY 

Price Rs187 

Target Price Rs255 

Implied Upside 36.7 

Sensex 10,223 

(Prices as on October 20, 2008) 

Trading Data 

Market Cap. (Rs bn) 31.9 

Shares o/s (m) 171.0 

Free Float 59.7% 

3M Avg. Daily Vol (‘000) 357.8 

3M Avg. Daily Value (Rs m) 93.8 

 

Major Shareholders 

Promoters 40.3% 

Foreign 38.5% 

Domestic Inst. 3.0% 

Public & Others 18.2% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute (37.5) (41.0) (37.0) 

Relative (10.3) (3.0) (4.8) 

 

Price Performance (RIC: ROLT.BO, BB: RLTA  IN) 
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Source: Bloomberg

Rolta India  
Continues to deliver in a volatile environment 

 Highlights: Rolta’s Q1FY09 revenues were in line with estimates. 
Revenue grew by 7.8% QoQ to Rs 3,461mn, whereas EBITDA grew by 5.6% 
QoQ to Rs 1,185mn. EBITDA margins dipped slightly by 70bps to 34.2%, 
primarily due to wage hikes (offshore 15%, onsite 2%) effected during the 
quarter.  

 Mark-to-market provision: Rolta has had to provide for mark-to market 
provision of Rs613mn on its outstanding FCCBs of $150mn. This is the 
second straight quarter of mark-to-market provision (Rs302mn provided 
in Q4FY08). The FCCBs were raised when the rupee was trading at close 
to Rs41.  

 Guidance: Creditably, Rolta has not revised its annual guidance 
notwithstanding a tectonic shift in the economic landscape since it was 
last issued. Revenue guided is Rs14.8bn-15.0bn for FY09 (growth of 38-
40% over FY08) while profit guidance is Rs 3.2bn-3.3bn, (growth of 41-
43% over FY08) with margins coming under pressure owing to 
consolidation of TUSC numbers. 

 Valuation: We expect Rolta to report revenue growth of 44.4% and 35.2% 
and earnings growth of 20.0% and 66.4% in FY09 and FY10 respectively. 
We see Rolta as a unique one off case sheltered by its exposure to 
govt/defence business and relatively high entry barriers across service 
offerings. While its new acquisitions made outside of India may wilt 
under the global turmoil and show some slack in the short term, we 
retain our overall bullishness on the company as a whole. At the CMP of 
Rs187, it quotes at 11.0x FY09E and 6.6x FY10E earnings. Maintain BUY 
rating with a target price of Rs255 (9x FY10E adjusted earnings). 

 
Key financials (Y/e June) FY07 FY08 FY09E FY10E 

Revenue (Rs m) 7,114  10,722  15,483  20,927 
     Growth (%) 33.0% 50.7% 44.4% 35.2% 
EBITDA (Rs m) 2,866  3,897  5,452  7,586 
PAT (Rs m) 1,726  2,306  2,912  4,847 
EPS (Rs) 10.7  14.2  17.0  28.3 
     Growth (%) 35.6% 32.0% 20.0% 37.5% 
Net DPS (Rs) 2.5   3.0   4.0   5.0 

Source: Company Data; PL Research 

Profitability & valuation FY07 FY08 FY09E FY10E 

EBITDA margin (%) 40.3% 36.3% 35.2% 36.3% 
RoE (%) 17.4% 19.8% 16.9% 20.0% 
RoCE (%) 12.9% 12.7% 14.1% 19.8% 
EV / sales (x) 4.4   2.7   1.4   0.9 
EV / EBITDA (x) 10.8  7.4  4.0  2.5 
PE (x) 17.4  13.1  11.0  6.6 
P / BV (x) 3.0  2.5  1.5  1.2 
Net dividend yield (%) 1.3% 1.6% 2.1% 2.7% 

Source: Company Data; PL Research 

Jayendran Rajappa Jaspreet Chhabra 
JayendranRajappa@PLIndia.com JaspreetChhabra@PLIndia.com 
+91-22-6632 2243 +91-22-6632 2256 
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Q1FY09 Result Overview (Rs m) 

Y/e June Q1FY09 Q4FY08  QoQ gr. (%) Q1FY08 YoY gr. (%) 

Net Sales  3,461   3,211   7.8   2,210   56.6  

Total Expenses  2,277   2,089   9.0   1,370   66.1  

  Software Development   1,910   1,774   7.7   1,169   63.4  

  Others  367   315   16.4   201   82.2  

Operating Profits / EBITDA  1,185   1,122   5.6   840   41.0  

Depriciation  379   378   0.1   316   19.9  

EBIT  806   744   8.4   524   53.8  

Other Income*  (464)  (134)  -  96  -  

PBT  342   610   (43.9)   621   (44.8)  

Tax  105   110   (4.4)  82   27.7  

 Tax rate (%)  30.7   18.0    13.3   

PAT before Extraordinaries  237   500  (52.5)   538   (55.9)  

Minority Interest  -   (8.7)    -   

PAT after Extraordinaries  237   509   (53.4)  538   (55.9) 

      

Key Ratios      

 GPM (%)  44.8   44.8   0.1   47.1   (2.3) 

 OPM (%)   34.2   34.9   (0.7)  38.0   (3.8) 

 NPM (%)  6.9   15.8   (9.0)  24.4   (17.5) 

Adjusted EPS (Rs.)  1.4   3.0   (53.4)  3.1   (55.9) 

* It includes MTM losses on FCCB  
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Result Highlights 

Revenue grew 7.8% QoQ to Rs3.5bn 
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Source: Company Data, PL Research 

While operating profit (EBITDA) grew by 5.6% QoQ to Rs 1.2bn… 
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Source: Company Data, PL Research 

Operating profit margin (EBITDAM) declined 70bps on wage hikes … 
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Net Profit declined by 53.4% sequentially due to Mark-to market losses of 
Rs614mn … 
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Source: Company Data, PL Research 

Growth in GIS stabilizes at close to 5.0% QoQ … 
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Source: Company Data, PL Research 

Whereas quarterly growth in engineering division stabilizes at around 8.0%… 
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Margins in both the divisions are intact… 
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Order book declines to $335mn from $353mn … 
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Source: Company Data, PL Research 
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Prabhudas Lilladher Pvt. Ltd. 
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India 
Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 

Rating Distribution of Research Coverage 

22.4%

52.0%

24.0%

1.6%

0%

10%

20%

30%

40%

50%

60%

Buy Accumulate Reduce Sell

%
 o

f 
To

ta
l C

ov
er

ag
e

 

PL’s Recommendation Nomenclature 

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information 
and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken 
as an offer to sell or a solicitation to buy or sell any security.   

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or 
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 
statements and opinion given, made available or expressed herein or for any omission therein.  

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent 
expert/advisor.  

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.  

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.  


