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Rating Outperformer 

Price Rs371 

Target Price Rs443 

Implied Upside 19.2% 

Sensex 17,605 

(Prices as on January 21, 2008) 

Trading Data 

Market Cap. (Rs bn) 248.5 

Shares o/s (m) 669.1 

Free Float 91.2% 

Avg. Daily Vol (‘000) 469.2 

Avg. Daily Value (Rs m) 204.9 

 

Major Shareholders 

Promoters 8.8% 

Foreign 67.4% 

Domestic Inst. 13.8% 

Public & Others 10.0% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute (13.2) (22.3) (23.9) 

Relative (5.0) (35.4) (48.0) 

 

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

Satyam Computers 
Outstanding Performance …with more to follow 

 Results: Satyam reported Q3FY08 numbers with excellent revenue 
growth accompanied by good profit growth. Consolidated revenue grew 
by 8.1% QoQ in rupee terms to Rs21.96bn. Operating profit grew 17% 
QoQ, while PAT grew 6.0% QoQ to Rs4.33bn. Operating (EBITDA) margin 
expanded by 164bps, while lower other income and higher interest 
provisioning led to a contraction in PAT margin by 38bps.  

 Acquires Bridge Consulting: Satyam announced the acquisition of Bridge 
Strategy Group, a Chicago based management consulting firm with 
annual revenue US$17m. The US$35m all cash deal serves to bolster 
Satyam’s consulting division by adding over 36 consulting professionals 
from Bridge.  

 The break-up: Revenue growth was driven by 9.4% blended volume 
growth. Pricing growth onsite grew 2.36%, while offshore grew 2.27%. 
Satyam added 32 new clients in Q3FY08 (including 9 in the US$10mn+ 
range). 

 Valuation: We expect Satyam to report profit growth of 20.5%, 28.0% 
and 17.5 % in FY08, FY09 and FY10 respectively. We believe Satyam’s 
robust business model will continue to deliver numbers superior to its 
peer group averages, even as the sector gears to face potential 
headwinds in the form of turbulent business macro environment going 
forward. At the CMP of Rs371, it quotes at 11.7x FY09E earnings. We 
maintain Outperformer rating on the stock with a target price of Rs443 
(14x FY09E earnings). 

 

Key financials (Y/e March) FY07 FY08E FY09E FY10E 

Revenue (Rs m) 64,851  84,267  111,579  143,003 
     Growth (%) 35.3 29.9 32.4 28.2 
EBITDA (Rs m) 15,377 18,049 24,210 30,782 
PAT (Rs m) 14,046 16,919 21,656 25,440 
EPS (Rs) 21.6  24.7  31.6  37.2 
     Growth (%) 21.2  14.2  28.0  17.5 
Net DPS (Rs) 3.5 3.7 4.3 4.7 

Source: Company Data; PL Research 

Profitability & valuation FY07 FY08E FY09E FY10E 

EBITDA margin (%) 23.7 21.4 21.7 21.5 
RoE (%) 28.3 26.4 27.0 25.4 
RoCE (%) 27.4 25.8 26.5 25.0 
EV / sales (x) 3.2 2.4 1.7 1.2 
EV / EBITDA (x) 13.7 11.1 7.8 5.3 
PE (x) 17.2 15.0 11.7 10.0 
P / BV (x) 4.4   3.5   2.8   2.2 
Net dividend yield (%) 1.0 1.0 1.1 1.3 

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 8.1% QoQ to Rs21.95bn 
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Source: Company Data, PL Research 

It was satisfying to see broad-based growth with non-top 10 clients participating 
in the company’s growth, even as top client grew a mere 1% QoQ 
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Source: Company Data, PL Research 

Operating profit grew a robust 17.0% QoQ 
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Source: Company Data, PL Research 
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Operating profit margin expanded 164 bps on lower costs, while PAT margin 
declined by 38bps on account of lower other income and higher interest outflow… 
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Source: Company Data, PL Research 

While ADM and Consulting (EBS) grew over 8% 
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Source: Company Data, PL Research 

IMS, considered to be a major growth area, surprisingly declined 2% QoQ 
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Source: Company Data, PL Research 
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Growth was observed across all geographies –US grew over 11% and Europe 5% 
QoQ 
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Source: Company Data, PL Research 

Amongst verticals, BFSI managed a modest 1.7% growth QoQ, while Retail & 
Transportation acted as growth engines with over31% QoQ growth 
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Source: Company Data, PL Research 

Breaking away from peer group pattern, the % of fixed price contracts showed a 
surprising downward trend of 2% QoQ 
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Source: Company Data, PL Research 
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Attrition rate over the past few quarters have declined, making Satyam’s attrition 
rate amongst the lowest in the industry 
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Source: Company Data, PL Research 

Key operating metrics (Rs m) 

Y/e March Q3FY06 Q4FY06 Q1FY07 Q2FY07 Q3FY07 Q4FY07 Q1FY08 Q2FY08 Q3FY08 

US$5m customers 49 46 51 54 54 57 65 75 79 

US$10m customers 25 27 33 32 32 35 36 40 49 

New customers added 35 22 34 35 34 35 29 37 32 

Active clients 452 469 489 504 521 538 551 577 598 

Receivable days 75 72 77 80 82 87 90 92 89 

Total employees 23,432 26,511 27,634 31,659 34,405 35,670 38,386 41,423 44,847 
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Q3 FY08 result overview (Rs m) 

Y/e March Q3FY08 Q2FY08 QoQ gr. 
(%) 

Q3FY07 9MFY08 9MFY07 YoY gr. 
(%) 

Net sales  21,956   20,317   8.1   16,611   60,575   47,059   28.7  

Total expenses  17,244   16,290   5.9   12,511   47,733   35,784   33.4  

  Software development   13,813   13,034   6.0   9,681   37,912   27,834   36.2  

  Others  3,431   3,256   5.4   2,830   9,821   7,950   23.5  

Operating profits / EBITDA  4,712   4,027   17.0   4,100   12,842   11,275   13.9  

Depreciation  423   391   8.3   394   1,201   1,131   6.2  

EBIT  4,289   3,636   17.9   3,706   11,641   10,144   14.8  

Interest  81   42   94.3   32   156   85   83.8  

EBT before other income  4,208   3,595   17.1   3,674   11,485   10,059   14.2  

Other income  705   1,105   (36.2)  102   2,442   1,129   116.4  

PBT  4,913   4,700   4.5   3,776   13,927   11,188   24.5  

Tax  576   609   (5.4)  403   1,717   1,078   59.3  

 Tax rate (%)  11.7   13.0    10.7   12.3   9.6   

PAT before extraordinaries  4,336   4,091   6.0   3,372   12,210   10,110   20.8  

Extraordinaries  -     (0.0)   -     (0.0)  (1.2)  

PAT after extraordinaries  4,336   4,091   6.0   3,372   12,210   10,112   20.8  

        

Key ratios        

 GPM (%)  37.1   35.8   1.2   41.7   37.4   40.9   (3.4) 

 OPM (%)  21.5   19.8   1.64   24.7   21.2   24.0   (2.8) 

 NPM (%)  19.8   20.1   (0.4)  20.3   20.2   21.5   (1.3) 

Adjusted EPS (Rs)  6.3   6.0   6.0   4.9   17.8   14.8   20.8 
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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. 


