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	Bartronics is expected to repeat its impressive financial performance over the next few years on back of demand for AIDC products coupled with the use of smart cards. Revenues from the new smart card facility will be visible from FY08. In addition, the company is actively scouting companies for acquisition which would trigger further upside in the stock. 
Company Background 
Bartronics was incorporated in 1990 and started its business in the field of Bar Coding and Smart Card Technology and later the company started experimenting with the new Automatic Identification & Data Capture (AIDC) solutions. 
The company is involved mainly with the manufacturing sector and has implemented a number of projects across companies in their manufacturing set-ups. The projects primarily involved inventory & logistics management, time & attendance and asset tracking systems. AIDC is seen as an enhancing technology as it automates the data collection for the main systems. Presently the company offers diverse range of AIDC technologies – Barcode, Biometrics, Radio Frequency Identification (RFID), Radio Frequency Data Communications (RFDC) and Electronic Article Surveillance (EAS). 
Investment Rationale 
Booming AIDC Industry  
AIDC industry is rapidly moving towards the use of RFID in a number of high value and high volume market segment. The RFID market is expected to jump from $1.4 billion annually to $6.1 billion in 2010. The Indian market is estimated about Rs.100 crore in FY05 comprising of smart cards and bar codes solutions. This segment is expected to grow at 20-30% annually. RFID and biometrics solutions are growing at a CAGR of 50% and are expected to have an exponential growth with retail and manufacturing growth in India . Bartronics having the highest market share and first mover advantage is expected to be the biggest beneficiary. 
Smart Card facility to drive profitability  
After acquiring a substantial market share in the AIDC segment, the company is looking to capture the fast growing global demand for smart cards. Demand for smart cards in more than 150 million units per year and growing at a CAGR of 45%. In India much of the demand is from the telecom and the banking sector. The new plant has a capacity of 80 million units and the company expects to operate the same at around 60% capacity in FY08 and 100% in FY09. Initially Bartronics plans to capture around 70% the SIM cards market. A further fillip to the smart card market is expected from the proposed Multipurpose National Identity Card proposed to be implemented by the centre where Bartronics has been selected and the pilot project in underway. Also banking sector will drive the industry with switch from the current magnetic tape cards as Visa & Master Card deadline will expire in next three years. We expect this segment to contribute Rs 92.5 crore in FY08E which is more than the FY07 topline. 
Strong Client Base  
Bartronics has established a brand value amongst its clients (over 1600) over a period of 16 years. The work includes system integration for Barcode solutions, which has applications in areas such as inventory management, attendance recording, dispatch management etc. The companies clientele includes TISCO, TELCO, HLL, ITC, Ashok Leyland, TVS, CMC, Ranbaxy, Compaq, VST, Whirlpool, ITW, Dr. Reddy’s to name a few. The company also services to the Devotees of Lord Balaji (Tirupati) by managing the inflow logistics of the pilgrims. While some of the multinational clients include Compaq, Panasonic, IBM, GM, Mercedes etc. 
Strong international presence  
In order to have strong global presence the company has five international distribution centres. These centres cater to the growing AIDC demand in the countries such as Malaysia , Sri Lanka , Bangladesh and Dubai . The company has tied-up with Watchdata Technologies, Singapore , one of the leading global players in smart cards, for sourcing and marketing of smart cards based products in India and neighbouring countries and is likely to broaden its product portfolio. For expanding in the Sri Lankan market the company has tied up with Hayleys Group.  More than 40% of the revenues in FY07 were from exports and the same is expected in FY08.   
Key Concerns 
Entry of global players in this industry may affect the company’s profitability as they have the brand and the money to implement the new technology very fast. The unorganized sector in India is also catching fast and may take some market share from Bartronics. 

	 

	

	 

Quarter ended

Year ended

Rs. cr
year
 

2007/03
2006/03
var %
 
2006/03
2005/03
var %
Sales Income

 

17.88

9.19

94.54

 

28.97

18.06

60.47

Other Income

 

0.75

0.44

69.14

 

0.50

0.12

328.82

Expenditure

 

12.82

7.22

77.56

 

21.60

13.50

60.00

Interest

 

0.23

0.12

93.97

 

0.77

1.08

-29.11

Gross Profit

 

5.57

2.30

141.99

 

7.11

3.59

97.97

Depreciation

 

0.68

0.41

64.88

 

1.00

0.84

19.22

Tax

 

0.35

0.42

-17.62

 

0.77

0.36

116.90

PAT

 

4.55

1.47

208.96

 

5.34

2.40

122.72

Equity

 

17.82

14.57

22.31

 

14.57

4.38

232.68

OPM (%)

 

28.30

21.44

6.86

 

25.44

25.25

0.19

GPM (%)

 

27.01

20.13

6.88

 

22.78

19.27

3.51

NPM (%)

 

25.45

16.03

9.42

 

18.42

13.27

5.15

 


	Key Financial Ratios
 

2006/03
2005/03
2004/03
2003/03
2002/03
EPS

3.66

2.74

3.09

0.33

0.13

CEPS

4.36

3.70

3.67

1.43

1.09

Book Value

46.95

10.93

17.90

13.01

12.46

Dividend/Share

0.00

0.00

0.00

0.00

0.00

OPM

25.72

25.54

25.82

14.00

6.30

RONW

7.66

25.12

17.25

2.56

1.13

Debt/Equity

0.12

0.77

0.77

1.03

0.96

Ratio

7.14

3.27

4.68

3.73

3.81

Interest Cover

9.40

4.19

3.76

2.56

5.15



	 

	Financials:

	Bartronics is expected to reap the full benefits of the smart card facility in FY08, as the capacity utilization increases and with opportunities opening in new sector. We expect net sales to nearly triple from Rs 63.50 crore in FY07 to Rs 175.5 crore in FY08E while bottom line is expected to grow from Rs 13.47 crore in FY07 to Rs 36.38 crore in FY08E. We expect the company to maintain its net margins at 20.5% with revenues of more than Rs 85 crore expected from solutions business while the remaining from the smart card facility.  
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Valuations 
Bartronics is expected to repeat its impressive financial performance over the next few years on back of demand for AIDC products coupled with the use of smart cards. In addition, the company is actively scouting companies for acquisition which would trigger further upside in the stock. At the current price of Rs 122 the stock trades at a P/E of 5.96x FY08E EPS of 20.44, which is well below the average electronics industry P/E of 12. Given the huge business potential and de-risked business model we rate the stock an OUTPERFORMER with a price target of Rs 146, an upside potential of 20% in the next 6 months.   
Technical Outlook 
The scrip has been moving in uptrend as shown by the trend channel. The short term averages have turned positive as indicated by the crossover. MACD indicator also signal a positive crossover which is a bullish sign. The scrip may find short term resistances at Rs 140 and Rs
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