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Stock data 

No. of shares : 44mn 
Market cap  : Rs.6.6bn 
52 week high/low : Rs.249/ Rs.121 
Avg. daily vol. (6mth) : 291,500 shares 
Bloomberg code : AZTEC IN 
Reuters code : AZTC.BO 
 
Shareholding (%) Dec-06 QoQ chg 

Promoters : 38.7 (4.5) 
FIIs : 24.2 5.7  
MFs / UTI : 3.9 0.1  
Banks / FIs : 0.3 (0.1) 
Others : 32.9 (1.1) 
 

 

 TAKING A BREATHER  
Aztec’s Q3FY07 performance was below our expectations. Topline 
growth was muted at 5% QoQ, while PAT was marginally down 2.7% 
QoQ. Apart from Rupee appreciation, a key factor affecting growth 
was the negligible incremental revenue from some of its biggest 
clients on account of year-end holidays. Margins also took a hit due to 
investments in S&M, increased effective tax rate and higher than 
anticipated training costs. 

Thrust only after Q1FY08 
Dendrite ODC transfer: Aztec’s revenues will be impacted 
negatively by ~10% on account of transfer of Dendrite ODC (with 
effect from 1 Jan 2007). This ODC currently employs 325 people 
(12% of employees), has single digit NPM and is currently fully taxed. 
Management has indicated that Q4FY07 topline growth would thus be 
flat /marginally negative, but effective tax rate would come down to 
~9-10% range v/s ~12.5% in Q3FY07.  

Growth to resume in FY08: Excluding Dendrite, the remaining 4 
big clients are expected to resume high single-digit growth from 
Q4FY07 onwards. The company is positive on realizing the potential 
of some key accounts added over the last 3-4 quarters. Aztec has 
indicated that it intends to grow ~35% in FY08 and NPM would 
typically move between 15-17% barring any significant currency 
impact. Employee addition is also expected to resume from Q1FY08, 
when campus recruits start joining. 

Client Performance: Top 5 accounts, which grew double-digits in 
the previous quarters, were lackluster this time primarily due to year-
end holidays in onsite as well as offshore business.  

Financials and Valuations: We expect Aztec’s FY08 topline and 
PAT to grow at 28.2% and 27.5% respectively. Aztec is currently 
trading at 15.3x FY07E and 12.0x FY08E earnings. 

Financial summary 
 
Y/E Mar 

Sales 
(Rs. mn) 

PAT  
(Rs. mn) 

Consensus 
EPS* (Rs.)

EPS 
(Rs.)

Change
YoY (%)

P/E 
(x)

RoE  
(%) 

RoCE  
(%) 

EV/EBIDTA 
(x)

2005  981   179  -  4.9  18.0  16.5   17.1  14.0

2006  1,982   369  -  8.3  72 25.5  26.0   26.9  17.1

2007E  2,694   430  10.8  9.7  17 15.3  23.9   26.7  9.6

2008E  3,453   549  14.3  12.4  28 12.0  24.5   27.2  7.2

Source: *Consensus broker estimates, Company, ENAM estimates; FY07 and FY08 average INR / USD rate assumed at Rs.45.5 and Rs.44.1respectively. 
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Results update 
 Quarter ended 12 months ended 

(Rs. mn) Dec-06 Dec-05 % Chg Sep-06 % Chg Mar-07E Mar-06 % Chg

Net Sales 713 530 34.7 679 5.0 2,694 1,982 35.9 

EBIDTA 145 134 8.4 159 (8.8) 576 472 22.1 

Other income 11 - - (3) - 21 9 137.9 

PBIDT 156 133 16.8 156 (0.3) 597 481 24.2 

Depreciation 28 27 4.8 30 (5.4) 117 98 18.9 

PBT 127 106 19.8 126 1.0 480 382 25.6 

Tax  16 7 137.3 12 37.1 50 14 272.9 

Adjusted PAT 112 100 11.9 115 (2.7) 430 369 16.6 

No. of shares (mn) 44 44 - 44 - 44 44 - 

EBIDTA margins (%) 20.3 25.2 - 23.4 - 21.4 23.8 - 

PBIDT margins (%) 21.8 25.2 - 23.0 - 22.2 24.2 - 

EPS (Rs.) 2.5 2.3 11.8 2.6 (2.8) 9.7 8.3 16.6 

Source: Company, ENAM Research 

Q3FY07 Result Analysis 
 Q3FY07 % change Remarks 

    QoQ YoY

Financials (Rs.mn)     

Topline  713 5.0 34.7  Driven mostly by volume growth of ~8%+, while currency 
appreciation negatively impacted topline by ~3.8% 

Operating Profit 145 (8.8) 8.4   

PAT 112 (2.7) 11.9   

EPS (Rs.) 2.5 - -  

OPM (%) 20.3 - - Margins mainly impacted by higher training costs 

Employee base (nos)  

Total Employee base 2,682 1.5 41.9

 

Employee growth has been much lower than our 
expectations. Gross additions next quarter will also be very 
small and mostly focused at senior management level. 
Dendrite transfer will also have negative impact on net 
employee additions (Dendrite has 325 employees, ~12% of 
total employee base)  

Revenue Mix (Rs.mn)   

Onsite 121 19.0 52.6  

Offshore  592 2.6 31.5  

Client Concentration (Rs.mn)  

Top 5 350 (2.9) 22.2  

Top 10 442 3.4 24.6  

Remaining Clients 271 7.9 55.1  

Only one of the Top 5 accounts has grown, due to Dec 
quarter seasonality (clients have seasonal holidays at the 
year-end which was not the case last year). 

Segment PBIT Margins (%)  

Aztec 10.6 -238bps -756bps 

Disha 26.0 +151bps +651bps 
 

Management has indicated that bench costs, senior personnel 
salaries, integration charges etc. have mostly been incurred 
under Aztec. However, not much should be read into PBIT 
margin movement as Aztec and Disha will be merged in the 
near future. 

Source: Company, ENAM Research 
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This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document 
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the 
securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 
companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an 
investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, 
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this 
statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment 
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient 
should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities 
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or 
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), 
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. The distribution of 
this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any 
such restrictions 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


