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RESULT UPDATE √   

WHAT’S CHANGED… 
PRICE TARGET……………………………………………..…………..*Rs 302 to Rs 377 
EPS (FY08E)……………………………………………………..….*Rs 15.15 to Rs 15.47 
EPS (FY09E)…………………………………………….…………...*Rs20.18 to Rs 20.95 
RATING………………………………………………...............HOLD to OUTPERFORMER 

Rolta India recorded robust growth during the quarter ending Dec 31, 2007 (top line of Rs 241.7 crore, q-o-q 
growth of 9.4% and bottom line of Rs 60.2 crore, q-o-q growth of 11.2%). The results, which were ahead of our 
estimates, were driven by an uptick in the engineering design business (11.4% q-o-q growth) and GIS business 
(8.4% q-o-q growth). During the quarter, Rolta acquired TUSC, a Chicago IT consulting company specializing in 
Oracle technologies. TUSC currently operates at a net margin of 7% makings the acquisition EPS-accretive from 
day one. Moreover, the acquisition cost of 0.9x revenues is heartening, considering the company would be able to 
rapidly ramp up margins through higher offshoring. Rolta expects TUSC to reach a revenue run rate $100 million 
over a three-year time frame. This coupled with the fact that the Rolta-Thales JV could gross $500 million in 
revenues over a five year time frame starting FY09E points to explosive growth going forward. Moreover we 
expect the company to deliver among the highest EPS growth in the Indian IT industry at 35% in FY09E. We re-
rate the stock to outperformer with a price target of Rs 377, which discounts our FY09E EPS of Rs 20.95 by 18x.   
 
TUSC acquisition: A a value spinner 
Rolta acquired TUSC, a Chicago IT consulting company specializing in Oracle technologies. TUSC currently operates 
at a net margin of 7% makings the acquisition EPS accretive from day one. Moreover, the acquisition cost of 0.9x 
revenues is heartening considering the company would be able to rapidly ramp up margins through higher 
offshoring in practices like remote DBA (data base administration). Rolta expects TUSC to reach a revenue runrate 
$100 million over a three year time frame as it leverages its global presence and taps its huge customer base in the 
GIS domain to deploy Oracle spatial database technologies.  
 
Quarter reflects robust margin expansion and traction in sales 
Rolta continues to surprise by showing strong traction in sales quarter on quarter - engineering design business 
(11.4% q-o-q growth), GIS business (8.4% q-o-q growth) and E-solutions (7.6% q-o-q growth). This coupled with 
robust increases in billing rates have helped increase net margins by 56 bps (100 bps = 1%) to 24.91%. Post the 
acquisition of TUSC net margins would see a drop of 450 to 500 bps, however this would improve over time. Debtor 
days have also declined to 160 days in December as compared to 170 at the end of September quarter throwing up 
more cash.    
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Key Financials              (Rs crore) 
Year Q2FY08 Q1FY08 q-o-q % Q2FY07 y-o-y % 

Sales 242 221 9.4 168.1 43.8 
Other income 10 10 2.4 2.3 345.2 
Total income 252 231 9.1 170.4 47.9 
Expenditure 149 137 8.7 100.42 48.3 
Interest 0 0 0.0 0.042 -100.0 
Depreciation 34 32 4.8 23.93 40.2 
PBT 69 62 12.1 46 50.9 
Tax 9 8 15.7 5.04 83.7 

PAT 60 54 11.5 41 46.9 
          Source:Company, ICICIdirect Research 

Time frame 12 months Nitin Padmanabhan 
nitin.padmanabhan@icicidirect.com 

OUTPERFORMER 

Potential upside 13% Time frame 12 

Potential upside 13% 

Time frame 12 
Current price 

Rs 253 
Target price 

Rs 377 
Potential upside 

49% 
Time Frame 
12 months 

Poised for explosive growth 
Adjusted post 1:1 bonus 
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Exhibit 1: Billing rates continue to show strong uptick 
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Exhibit 2: Order book continues to clip at a CQGR of 12.4% 

0

100

200

300

400

500

600

Q2FY07 Q3FY07 Q4FY07 Q1FY08 Q2FY08

Rs
 c

ro
re

GIS EDA eSol
 

Source: ICICIdirect Research 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



3 | P a g e  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

RATING RATIONALE   

ICICIDirect endeavors to provide objective opinions and recommendations. ICICIdirect assigns ratings to its 
stocks according to their notional target price vs current market price and then categorises them as 
Outperformer, Performer, Hold, and Underperformer. The performance horizon is 2 years unless specified and 
the notional target price is defined as the analysts' valuation for a stock. 

Outperformer: 20% or more 
Performer: Between 10% and 20% 
Hold: +10% return 
Underperformer: -10% or more 

Disclaimer 
The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered 
in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, 
without prior written consent of ICICI Securities Ltd (I-Sec). The author of the report does not hold any investment in any of the 
companies mentioned in this report. I-Sec may be holding a small number of shares/position in the above-referred companies as on 
date of release of this report. This report is based on information obtained from public sources and sources believed to be reliable, but 
no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is 
solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or 
subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax advice 
or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed 
and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on 
their own investment objectives, financial positions and needs of specific recipient. This report may not be taken in substitution for the 
exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. I-Sec and 
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past performance is not 
necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. I-Sec may have 
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. This report 
is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or 
which would subject I-Sec and affiliates to any registration or licensing requirement within such jurisdiction. The securities described 
herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this 
document may come are required to inform themselves of and to observe such restriction.  
 

Harendra Kumar Head - Research & Advisory harendra.kumar@icicidirect.com 
 
 ICICIdirect Research Desk, 
 ICICI Securities Limited, 
 Mafatlal House, Ground Floor, 
 163, H T Parekh Marg,  
 Churchgate, Mumbai – 400 020 
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