
 

April 21, 2008 

Rating Outperformer 

Price Rs459 

Target Price Rs515 

Implied Upside 12.2% 

Sensex 16,739 

(Prices as on April 21, 2008) 

Trading Data 

Market Cap. (Rs bn) 306.9 

Shares o/s (m) 668.7 

Free Float 91.2% 

Avg. Daily Vol (‘000) 3,732.2 

Avg. Daily Value (Rs m) 1,540.1 

 

Major Shareholders 

Promoters 8.8% 

Foreign 49.0% 

Domestic Inst. 31.1% 

Public & Others 11.1% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute 17.3 (0.3) (3.6) 

Relative 4.5 6.7 (26.1) 

 

Price Performance (RIC: SATY.BO, BB: SCS IN) 
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Source: Bloomberg

Satyam Computers 
Growth momentum sustained  

 Results: Satyam Computers reported excellent Q4FY08 numbers, both in 
terms of revenue and profit growth. Consolidated revenue grew by 10.0% 
QoQ in rupee terms to Rs24.16bn. Operating profit grew 16.9% QoQ, 
while PAT grew 7.6% QoQ to Rs4.66bn. Operating (EBITDA) margin 
expanded by 133bps, while lower other income led to a contraction in 
PAT margin by 43bps.  

 Result break-up: Revenue growth was driven by 8.8% blended volume 
growth. Onsite billing grew 0.63%, while offshore billing grew 0.51%. A 
MTM loss on the forex front of Rs460m during the quarter led to a PAT 
growth of 7.7% (as against revenue growth of 10%). Satyam added 32 new 
clients in Q4FY08. It reported a healthy deal pipeline (15-20 deals) and 
indicated no visible signs of a slowdown in deal flows. 

 Reports two acquisitions: Satyam announced the acquisition of market 
research division of Caterpillar Inc. for US$60m. It also plans to acquire 
Belgium based S&V Consulting Management in a US$35m all cash deal. 

 Guidance: The company management has guided for revenue growth in 
the range of 23.9-25.9% (Rs105bn-Rs106.7bn) over FY09 and 
corresponding earnings growth of 17-19% (Rs29.54-Rs30.04). 

 Valuation: We expect Satyam to report earnings growth of 26.2% and 
10.2 % in FY09 and FY10 respectively. We believe Satyam is well 
positioned to maintain its growth momentum and continue its trend of 
delivering numbers superior to peer group averages. At the CMP of 
Rs459, it quotes at 13.4x FY10E earnings. We maintain Outperformer 
rating on the stock with a target price of Rs515 (15x FY10E earnings). 

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

Revenue (Rs m) 64,851  84,735  109,761  135,947 
     Growth (%) 35.3 30.7 29.5 23.9 
EBITDA (Rs m) 15,377  18,348  23,249  27,907 
PAT (Rs m) 14,046  16,879  21,506  23,807 
EPS (Rs) 21.0  24.7  31.2  34.3 
     Growth (%) 17.6 17.8 26.2 10.2 
Net DPS (Rs) 3.5   3.5   4.5   5.5 

Source: Company Data; PL Research 

Profitability & valuation FY07 FY08 FY09E FY10E 

EBITDA margin (%) 23.7 21.7 21.2 20.5 
RoE (%) 28.3 26.1 26.4 23.8 
RoCE (%) 27.4 25.5 25.9 23.4 
EV / sales (x) 4.1   3.1   2.3   1.7 
EV / EBITDA (x) 17.5  14.4  10.6  8.3 
PE (x) 21.9  18.6  14.7  13.4 
P / BV (x) 5.4  4.2  3.4  2.8 
Net dividend yield (%) 0.8 0.8 1.0 1.2 

Source: Company Data; PL Research 

Apurva Shah Jayendran Rajappa 
ApurvaShah@PLIndia.com JayendranRajappa@PLIndia.com 
+91-22-6632 2214 +91-22-6632 2243 
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Result Highlights 

Revenue grew 10.0% QoQ to Rs24.2bn 
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Source: Company Data, PL Research 

While operating profit grew by a robust 16.9% QoQ 
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Source: Company Data, PL Research 

Op. profit margin(OPM) was up 133bps on lower costs, while PAT margin declined 
by 43bps due to MTM forex loss(Rs 460m for Q4)… 
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Source: Company Data, PL Research 
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While both ADM and consulting (EBS) grew over 10.0% 

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

10.0%

12.0%

14.0%

Q
3F

Y0
6

Q
4F

Y0
6

Q
1F

Y0
7

Q
2F

Y0
7

Q
3F

Y0
7

Q
4F

Y0
7

Q
1F

Y0
8

Q
2F

Y0
8

Q
3F

Y0
8

Q
4F

Y0
8

ADM Consulting

 
Source: Company Data, PL Research 

IMS, considered to be a major growth area, grew a modest  3.3% 
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Source: Company Data, PL Research 

Growth was observed across US & Europe(11% QoQ in each area)… 
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Source: Company Data, PL Research 
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Retail & transportation (15.6% QoQ growth) grew above company average while 
BFSI managed decent 7.3% growth QoQ 
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Source: Company Data, PL Research 

The % of fixed price contracts reflected an upward trend of 1.6% QoQ (a positive 
development).. 

35.4 34.1
37.9 39.4

37.4
35.1

32.1 33.3
31.3 32.8

0.0

5.0

10.0

15.0

20.0

25.0

30.0

35.0

40.0

45.0

Q
3F

Y0
6

Q
4F

Y0
6

Q
1F

Y0
7

Q
2F

Y0
7

Q
3F

Y0
7

Q
4F

Y0
7

Q
1F

Y0
8

Q
2F

Y0
8

Q
3F

Y0
8

Q
4F

Y0
8

(%
)

 
Source: Company Data, PL Research 

Attrition rate (at 13.1%)remained flat (and below industry average). 
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Source: Company Data, PL Research 
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Key operating metrics (Rs m) 

Y/e March Q4FY06 Q1FY07 Q2FY07 Q3FY07 Q4FY07 Q1FY08 Q2FY08 Q3FY08 Q4FY08 

US$5m customers 46 51 54 54 57 65 75 79 85 

US$10m customers 27 33 32 32 35 36 40 49 50 

New customers 
added 

22 34 35 34 35 29 37 32 32 

Active clients 469 489 504 521 538 551 577 598 617 

Receivable days 72 77 80 82 87 90 92 89 86 

Total employees 26,511 27,634 31,659 34,405 35,670 38,386 41,423 44,847 45,969 

Q4FY08 result overview (Rs m) 

Y/e March Q4FY08 Q3FY08 QoQ gr. 
(%) 

Q4FY07 FY07 FY08E YoY gr. 
(%) 

Net sales  24,160   21,956   10.0   17,792   64,851   84,734   30.7  

Total expenses  18,653   17,244   8.2   13,689   49,474   66,386   34.2  

  Software development   14,706   13,813   6.5   10,768   38,602   52,618   36.3  

  Others  3,947   3,431   15.1   2,922   10,872   13,768   26.6  

Operating profits / EBITDA  5,506   4,712   16.9   4,102   15,377   18,348   19.3  

Depreciation  435   423   2.9   354   1,484   1,636   10.2  

EBIT  5,071   4,289   18.2   3,748   13,893   16,712   20.3  

Interest  46   81   (43.7)  74   159   202   26.8  

EBT before other income  5,025   4,208   19.4   3,674   13,734   16,510   20.2  

Other income  230   705   (67.4)  704   1,833   2,672   45.8  

PBT  5,255   4,913   7.0   4,378   15,566   19,182   23.2  

Tax  587   576   1.8   283   1,520   2,304   51.6  

 Tax rate (%)  11.2   11.7    6.5   9.8   12.0   

PAT before extra-ordinaries  4,668   4,336   7.7   4,096   14,046   16,879   20.2  

Extra-ordinaries  0.0   -      -     (1.2)  -     

PAT after extra-ordinaries  4,668   4,336   7.7   4,096   14,048   16,879   20.2  

        

Key ratios        

 GPM (%)  39.1   37.1   2.0   39.5   40.5   37.9   (2.6) 

 OPM (%)  22.8   21.5   1.33   23.1   23.7   21.7   (2.1) 

 NPM (%)  19.3   19.8   (0.4)  23.0   21.7   19.9   (1.7) 

Adjusted EPS (Rs.)  6.8   6.3   7.7   6.0   20.6   24.7   20.2 
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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 

PL’s Recommendation Nomenclature 

BUY  : > 15% Outperformance to BSE Sensex Outperformer (OP) : 5 to 15% Outperformance to Sensex 

Market Performer (MP) : -5 to 5% of Sensex Movement Underperformer (UP) : -5 to -15% of Underperformace to Sensex 
Sell : <-15% Relative to Sensex 

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. 


